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FOREWORD

S WE move toward economic and social cooperation, we need more
Ascience. Extensive cooperation of that kind, as in the farm adjust-
ment programs, cannot be developed through trial and error alone.

That would be inviting failure. In our pioneer period and for long afterward,
the trial and error process worked. It produced mistakes, but the mistakes did
not drag down whole communities. Now things are different. With public
agencies making decisions in farm production, land settlement, land use, etc.,
blind experimentation more and more must give place to knowledge. Though
science cannot eliminate the risks, it can lessen them. (Moreover, we need
more science of special kinds. All science has social value. But the application
varies with social conditions. Sometimes we need mostly technology or pro-
duction-science. Again we may chiefly want to know about the distribution of
wealth. Production-science is useless if goods cannot be distributed. It is
important just now to study marketing, consumption, debt, the rural-urban bal-
ance, international trade, population movements, and money matters. These
problems are primary. Unless we can solve them, we shall fail eventually to
solve even minor questions. The United States Department of Agriculture is
devoting much attention to such studies in a research program shaped by the
pressure of national wants. (In its long experience, the Department has learned
how to attract into its service, how to retain, and how to encourage able investi-
gators. Thereisreally only one rule; namely, that scientific men shall be allowed
to follow the truth. Science cannot be blue printed and pushed forward on a
schedule. Often scientists should be under no obligation to produce immediate
results. Sometimes, on the other hand, they must answer emergency calls. The
great thing, in directing science, is not to regiment it; for that would be to kill it.
(@ We combine organization with freedom in our political life. We are trying
to do the same in the economic sphere. There is an identical problem in science.
Organization is necessary in this field too. Modern science is.cooperative.,
Scientific men cannot work in isolation without funds, equipment, and communi-
cation with fellow workers. But the organization of research, particularlyin
studies that affect economic interests, is difficult. It tempts us to anticipate
findings. This temptation we must resist. Otherwise the research is spurious
and the research morale declines. Science is either free or dead. In organizing
research we must not destroy its nature and leave only a mechanism. @How
to organize research without regimenting the research personnel is a problem
that needs further study. From the organization to the regimentation of science,
the descent is easy. It is imperative to avoid this calamity. The principal
thing that distinguishes the progressive from the decadent countries is mental
freedom; and in science this quality is indispensable. As scientific people enter
the public service in increasing numbers, in response to the need for research in
economic and social engineering, we should take special care to maintain the
conditions necessary to sound work. (This Yearbook contains evidence, I
believe, that the United States Department of Agriculture recognizes what is
necessary. Readers will observe that the articles, while generally expressing a
consensus among specialists in the subjects discussed and in related fields, do
not exclude individual opinion and individual findings. The Department does
not impress a dead uniformity on the writings of its scientific staff. Itencourages
freedom of expression, as well as freedom of inquiry. Better a difference of
opinion within the family than an imposed and therefore worthless unanimity.
This volume indicates that science can be organized without ceasing to thrive.

: Henry A. WaLLACE,
Secretary of Agriculture.
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THE SECRETARY'S REPORT TO THE PRESIDENT

WasnmiNgroN, D. C., December 12, 1934.
To the PRESIDENT:

TOWARD A BALANCED ABUNDANCE

Experiments of interest and concern to the public usually meet
with objections from opposite poles. Some people say the experi-
ments will not work, and others that they will work too well. It
was said of Stevenson’s locomotive that it would not run and that
it would run too fast. It was said of the Agricultural Adjustment
Act that it would not control production and that it would control
production to the point of scarcity. Two seasons of trial have dis-
posed of the first objection. Everyone now recognizes that in the
combination of benefit payments and processing taxes agriculture
has an effective means otp adjusting its production to the needs of the
market, a method which overcomes the obstacles that wrecked all
previous efforts to accomplish that end. This new method rewards
principally those who take part in production adjustments. Previous
methods had exactly the opposite result. They benefited outsiders
and forced insiders to pay the costs. So successful has the new
method proved, that we I;xea,r louder than ever the objection that it
will work too well for the good of the community, that it creates
want and not welfare.

This objection has no better foundation than the one it supplanted.
In proof we need simply to review the action taken and the results
achieved up to the present; for the story shows why the Agricultural
Adjustment Act succeeds in adjusting production to the demand and
why it would not succeed were it used to reduce production below
that point. Naturally the first steps involved reducing production.
In 1983 agriculture had enormous surpluses of wheat, cotton, to-
bacco, and hog products, which had accumulated as a result of war-
time expansion, economic nationalism, strangled foreign trade, the
disappearance of foreign markets, and reduced domestic consump-
tion. Prices had fallen far below costs. Merely to avert farm ruin,
it was imperative to eliminate the surpluses. As matters then stood,
production control seemed to be synonymous with crop reduction.
But it was never contemplated that reduction, once started, should be

1
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continued indefinitely. The adjustment principle applies not only
on the downturn ; it may regulate production to a stable or to a rising
demand, and may maintain a good balance among farm enterprises.
A fter lessening the bad effects of past mistakes, it may help to pre-
vent new mistakes. It would be a serious mistake to reduce farm
production constantly. Such a course would raise prices temporarily,
but would restrict consumption, and create new farm competition at
home and abroad.

End of Emergency Adjustments in View

As a matter of fact the end of our period of emergency adjust-
ments, of drastic reductions in the farm output, is coming into view.
In the case of some commodities, such as wheat, corn, and hog prod-
ucts, the domestic surpluses have largely disappeared, as a result
partly of crop control and ¥artly of weather conditions. As we ad-
vance in the adjustment of supply to existing demands, the basic
principle of the Agricultural Adjustment Act stands out more
clearly. It is production adjustment, which does not mean reducing
the production of everything, but producing different commodities
in the proper amounts and proportions. Sometimes we need reduc-
tion, sometimes expansion. As markets improve, farmers must be
ready to increase their output. In doing so, however, they must
keep step with the growth of demand and not run ahead of it. They
must be on guard against piling up new surpluses. Cooperative ac-
tion as prescribed in the Agricultural Adjustment Act affords the
means.

Adjusting production downward when demand falls is not new.
It is the normal, and in fact, the compulsory course. Industry fol-
lows it more generally and more successfully than does agriculture.
Manufacturers immediately check or cease production when they
can no longer sell their goods. They do so largely at the expense of
labor, which loses its employment. Agriculture cannot quickly re-
adjust its production downward for reasons familiar to everyone.
Disused farms suffer more than disused factories. Planting and
livestock breeding are annual matters; factory production can be
adjusted almost from day to day. Also, farmers acting individually
work at cross purposes. And then, too, when prices fall, some
farmers try to recoup by having more bushels or bales or head of
livestock to sell. Cooperative planning under Federal guidance can
in part overcome these difficulties. It provides a definite mechanism
through which farmers can work together for the control of produc-
tion. Even with this assistance, however, farmers cannot regulate
their output as accurately as can manufacturers. Agriculture can-
not create scarcity at will, because the motive to keep men and land
out of production weakens as surpluses disappear.

Need of Permanent Control

Essentially, agriculture needs production control to prevent the
mass swings that lead to recurring cycles of over and under produc-
tion. Adopted as an emergency device, a means for averting irre-
mediable disaster through quick, concerted reduction of output, the
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control principle has nevertheless permanent as well as emergency
uses. This we can infer from a glance at the conditions that existed
in agriculture long before the present depression. Both before and
after the war, recurring cycles in production blocked steady farm
prosperity. Adjustment to demand through blind competition
caused farmers to rush in and out of different enterprises. When-
ever any crop showed a profit, the producers grew more until the
profit had been stamped into the ground. They did so to the great-
est extent during and after the war; but under so-called free com-
petition they always do so to some degree. Cooperative adjustments
offer a means of correcting this normal handicap, as well as of deal-
ing with abnormal surpluses. This use of the adjustment principle
is the natural sequel to the emergency adjustments.

We can see the need by glancing at the record of some past pro-
duction cycles. Thus the hog cycle carried hog slaughter from 62,-
000,000 in 1920 up to 80,000,000 1n 1923, and then down to 66,000,000
in 1926. In the meantime hog prices varied from below $7 a hundred
pounds in 1923 to $14 in 1926. The beef cycle carried cattle slaughter
from 12,000,000 in 1921 to 15,000,000 in 1926 and then down to 12,-
000,000 again in 1928. Steer prices increased from $9.20 a hundred
pounds in 1926 to $15 in 1928. A new upward movement in cattle
numbers accounts partly for the low cattle prices of recent years.
Wide swings in potato production caused prices to fluctuate widely.
Between 1926 and 1928 the production increased from 823,000,000
to 427,000,000 bushels and the farm price per bushel declined from
$1.42 to 62 cents. Great swings in cotton acreage were common.
From 1922 to 1926 the cotton acreage jumped from 34,000,000 to
nearly 49,000,000. The farm prices for cotton varied from 23 cents
to 1214 cents a pound in 1926—a very low price for that time. Many
other products showed similar fluctuations in production and prices.

Farming would return to these erratic and senseless swings if we
dropped the principle of cooperative adjustment. The swings due to
weather are wide enough without having them further complicated
by human miscalculation. Without means of coordinating their pro-
duction, farmers could not for long keep a satisfactory balance be-
tween production and consumption. They can do so with the
machinery provided in the Agricultural Adjustment Act with no risk
that production control will lead to monopoly. There are two very
strong safeguards: (1) The natural desire of farmers to take advan-
tage of real opportunities for profit; (2) the fact that supply is only
one of the factors that determine price. Demand is equally potent.
This is particularly true of dairy products, fresh fruit and vegetables,
and meats. Cotton prices vary with demand about as much as with
supply. In the case of wheat, potatoes, and rice, supply seems to be
the dominating price-making factor. But even in the case of these
commodities there is a limit to the extent to which farm income can
be influenced through supply adjustments. Farm income depends
vitally on consumer buying power, and ‘Eains hereafter will depend
increasingly on industrial recovery. iculture cannot achieve
prosperity by itself. Such measures as the housing act, the bank-
ruptcy measure to scale down impossibly heavy debts, the Reconstruc-
tion Finance Corporation’s loans to industries, and recent changes
in the N, R. A. price policies are very important to farmers,
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Fair Adjustment Retains Consumer’s Good Will

That farm recovery depends essentially on adjusting production to
market needs rather than always on cutting it down appears in other
ways. Removing surpluses benefits both producers and consumers.
It restores fair exchange value to farm products and enables farmers
to buy nonfarm goods. Consumers gain nothing in the long run by
getting farm goods at less than cost. In one form or another they
have to pay the full bill eventually. Agriculture must be main-
tained; and to maintain it the prices paid for farm products must
cover the costs. Consumers do not escape this necessity by not pay-
ing the necessary prices immediately. They simply postpone the
payment to their disadvantage. What they save on current prices
they have to make up in the future. This is so generally recognized
that public opinion almost unanimously approves reducing produc-
tion to remove surpluses. It would not equally approve adjustments
toward scarcity. Nonfarmers would instantly rebel, and with reason,
for it is one thing to use the power of the Government to win justice
for agriculture and quite another to use that power unfairly.

Furthermore, the methods permissible under the Agricultural
Adjustment Act do not lend themselves to the creation of scarcity.
They make a distinction between the cooperator and the noncooper-
ator in production adjustments. Through a benefit payment on his
allotted share of the domestic production, the former receives a
greater net income than the latter. In wheat, for example, cooper-
ators reduced their acreage by 15 percent in 1934. With an average
yield of 11 bushels, and a farm price the same as last year’s, the
cooperating farmer stands to get $855 from 85 acres, while the non-
cooperating farmer will receive only $814 from 100 acres. In 1933
the cooperatin§ cotton farmer growing 75 acres received about $1,707
for the lint. For the lint from 100 acres the noncooperating farmer
received only $1,668. With hogs at an average farm price of $11
per head, the cooperating farmer, after reducing his corn production
by 25 acres and his hog production to 112 head, would take in $1,938
for his hogs. The noncooperator would receive only $1,650 for 150
head. In the case of burley tobacco at present prices the signer gets
$750 for the product of 6 acres whereas the nonsigner gets only $584
for the product of 10 acres. In addition, the cooperating farmers
save on fertilizer, twine, and other expenses of production. Obvi-
ously, however, the relative advantage would diminish were produc-
tion reduced enough to send prices skyrocketing. In that event the
noncooperator would make more on full production than the co-
operator would on restricted production. Soon there would be a
new surplus. To reduce production excessively would put a premium
on noncooperation, and wreck the project.

Essentials of Permanent Recovery

As already noted, the towering export surpluses are mostly gone.
But the 50,000,000 acres formerly devoted to production for the
foreign market, though mostly held out of use in 1934, are still in
farms. We must not forget the existence of these surplus acres.
Normal growing conditions, in the absence of Government help in
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agricultural adjustment, would build up the farm surpluses again
in 2 or 8 years. For the time being, however, it is necessary to focus
our attention largely on the disappearance of the farm surpluses, and
on the resulting improvement in agricultural prices, particularly in
the prices of the great export crops. To the extent that current
price improvement is due to the drought it is impermanent. What
are the requirements of permanent farm recovery?

One of the outstanding long-time objectives of the national ad-
ministration is to lay the foundation for an era of abundance. It
is therefore essential that the Agricultural Adjustment Administra-
tion, in mapping its policy for 1935 and 1936, should consider to
what extent agricultural and national prosperity can be advanced by
a restriction of the farm output greater than that recessary to
compensate for loss in foreign markets. Can true prosperity be had
for agriculture or for the country as a whole by creating domestic
shortages or continuously restricting production? Ninety percent
of the farmers will say no. Yet some farmers may come to believe
that their prosperity depends on man-made scarcity.

In the emergency we had thoroughly unbalanced price and pro-
duction relationships between agriculture and industr%. Prior to
1933 agriculture did not reduce its production appreciably, but city
industries reduced their production greatly. From 1929 to the spring
of 1933 farm (froduction dropped only about 6 percent while farm
prices dropped 63 percent. In the same period the output of farm
1mplements dropped 80 percent, of motor vehicles 80, of cement 65,
of iron and steel 83, of auto tires 70 percent. Yet with these great
restrictions of industrial output there was relatively little reduc-
tion in industrial prices—farm implements drogped only 6 percent
in price, motor vehicles 16, cement 18, iron and steel 20, and tires
33 percent. The search for maximum profits was tending to de-
velop a “scarcity economics ”, in which perennially the output of
industrial production was reduced unduly, while prices remained so
high that many consumers had to stay out of the market.

y the spring of 1933 the whole relation between agriculture and
industry was thoroughly out of adjustment. Agricultural produc-
tion was practically as high as ever while industrial production was
at an extremely low level; for prices the situation was reversed—
agricultural prices were away down, yet industrial prices had dropped
relatively little. The basic recovery problem was to raise industrial
production without raising those industrial prices which had mnot
fallen, and at the same time to raise agricultural prices without
reducing production beyond the need to compensate for the decline
in the foreign market and eliminate surpluses.

-Since May 1933 agriculture has had the help of the Government
in controlling production for the purpose of raising prices. The
Agricultural Adjustment Act states that the aim of production con-
trol is to restore agricultural prices to their fair relationship with
other prices and to continue such adjustments as will maintain that
balance. During the past year drought and agricultural adjustment
together have largely taken care of the surpluses. This has brought
prices to the farmer a long way back toward parity yet without as
yet curtailing domestic consumption.
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Limitations of Production Control

There is reason to doubt whether agricultural income as a whole
can be restored completely to parity merely by production control.
While farm prices might be further raised by restricting domestic
consumption along the lines of “scarcity economics”, it 1s doubtful
if this would appreciably raise farm income. One of the major
elements in the restoration of agricultural parity is an increase in
the purchasing dpower of the industrial population. A second major
element is a reduction in the prices of industrial products that have
advanced too far. When the industrial production and pay rolls
are increased the industrial population is In a position to buy more
food at parity prices. When industrial prices are lowered the
farmer is in a position to buy more industrial goods with his money
income. Thus, higher farm income and a higher standard of food
consumption for the industrial population both turn on the employ-
ment and purchasing power of the industrial population. The farm-
er’s great need now, as he continues his efforts to produce a balanced
output, is that of getting full employment to the industrial popula-
tion in order that consumers may be able to pay fair prices for higher
consumption. Necessary as it was to meet the curtailed foreign
markets and the surplus crisis of 1933, reduction in output is only a
very partial and paradoxical answer in the long run to the crying
need which is briegy expressed in the phrase, “ balanced abundance.”

The problem is to retain fair and reasonable profits without falling
into the pit of “scarcity economics.” As long as farmers had no
power to control the total production or price of their products they
were not seriously concerned with the problems of ©scarcity eco-
nomics.” But now that farmers enjoy powers which are fairly
comparable with those of city industries with respect to production
and price control, it becomes necessary for all of us to spend more
time thinking about the road to “balanced abundance ” instead of
“ competition for profits induced by scarcity.”

SOCIAL COSTS OF FARM ADJUSTMENT

Amid the rush of events connected with farm readjustment, it is
difficult and yet important not to be overwhelmed by things imme-
diate. We think about farm prices and farm incomes. We want to
narrow the spread between actual and parity prices. And we judge
the success or failure of crop control accordingly. But this is an
inadequate test. It reckons only receipts and ignores expenses.
There are costs to consider as well as returns. These costs, as nearly
as possible, should be estimated in terms human as well as monetary,
social as well as economic. Moreover, they should be compared with
the probable costs, in similar terms, of any other available means of
dealing with the farm problem. Readjusting production is neces-
sary for lack of means to increase the demand. If we increase the
purchasing power of the domestic market or of the foreign market
or of both together, crop restrictions can be relaxed. Whichever
course we finally adopt, it will involve costs, which will fall not
wholly or even largely on any one group, but on the entire Nation.
Both justice and expediency urge us to compare the alternatives.
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Among the costs of readjusting production downward, which we
should consider before figuring the costs of widening the market,
there are intangible elements. Some of these may prove very im-
portant. Prominent among them is the social, as distinguished from
the administrative, cost of regulating agriculture. Some call it
regimenting. It is well to call a spade a spade; but the term
“ regimentation ” implies compulsion from above, whereas the farm
adjustments in which we are engaged depend essentially upon the
choice of the participating farmers. Strictly, the adjustment of farm
production under Federal guidance involves not regimentation but
merely social discipline. But this discipline may carry us far along
new paths if we do not find an efficient substitute. It will involve
unexpected and incalculable costs.

For example, it will involve a restriction of agricultural oppor-
tunity. Farmers may not produce as much of certain things as
otherwise they would. Men not now in farming may not enter it
unconditionally. The Bankhead Law penalizes the production of
cotton above a certain quantity; and the Kerr-Smith Act applies a
similar principle to tobacco. Processing taxes affect the conditions
under which cotton, wheat, tobacco, and corn and hogs may be pro-
duced. Milk agreements help existing dairymen, at the cost of a
restraint upon new competition. These are intended consequences.
But persons kept out of agriculture may properly demand compen-
sation. The regulation of agriculture for the benefit of insiders
creates responsibilities toward outsiders. It involves intangible
costs, not the least of which is a national obligation to protect all the
groups affected.

No Escape Through Ruthless Competition

The alternative course is the competitive elimination of men and
acres. This would mean endless distress, urban as well as rural, for
men driven off the land would demand doles. Moreover, it would
not obviate the need for social discipline. It would increase the
need. Piling agricultural unemployment upon urban unemploy-
ment would create an immense new problem of poor relief, which
would necessitate regimenting the recipients. It would flood the
labor market, so that the Government would be forced to regulate it.
We could not avoid economic regulation merely by not doing what
we are now doing for agriculture. We might get a different kind of
regulation, but that is all. Only by creating more employment, both
in agriculture or in industry or in both, can we remove the need for
economic controls. Returning agriculture to ruthless competition is
not the way.

Meantime, pending the discovery of means adequately to revive
demand, we must reckon the costs of regulation. Adjustments in
one farm enterprise necessitate adjustments in others. Land can
seldom be left idle. To withdraw land from one crop usually means
putting it into another; if not into a competitive cash crop, then
into something that will affect the balance of production eventually.
Cornland planted to legumes will become more fertile. Land taken
out of cotton or tobacco may produce food for the farm family, and
thus affect the market for foodstuffs produced commercially. “Agri-
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cultural regulation tends to become general, and to involve related
industries such as flour milling, meat packing, and dairy processing.
Withdrawing submarginal land from production creates additional
responsibilities. Even partially to refuse men access to the land obli-
gates the Nation to offer alternative opportunities.

On established farms, regulation involves an operating cost. It
affects the size of fields, the use ¢f machinery and labor, the intra-
farm crop balance, and the relation of the farm overhead to the total
income. Against the gain in prices, this item must certainly be
reckoned. To reduce production greatly, without raising the unit
costs, is extremely difficult. Extensive central planning interferes
greatly with established farm practice, and obliges farmers to learn
new ways. As Mark Twain said, there is no proficiency without
apprenticeship, and no pay for apprenticeship. Regulating agri-
culture hampers its movements and checks enterprise. This is a debit
item not to be ignored. Compared with such intangibles, the money
costs of farm adjustment are secondary.

Economic Democracy

Viewing these restrictions and social costs, many honest thinkers
believe our farm programs conflict with the essentials of democracy.
If that is the case, they should be dropped.

But man’s right to live transcends all other considerations. In
the present state of the Nation, we must enlarge our idea of democ-
racy, or risk losing what democracy we have. A purely political
democracy would not survive a complete economic breakdown in the
United States any more successfully than it has done elsewhere.
The farm program looks toward an economic democracy thoroughly
in harmony with our political democracy.

Farmers demonstrated conclusively that they wanted the Agricul-
tural Adjustment Act. Through the Congress, the country con-
curred. The administration obtained the support of large majorities
before putting any of the acreage adjustments or marketing agree-
ments into effect. When farm opinion failed to unite on a proposed
dairy program, the administration withdrew it.

Farmers themselves largely administer the adjustment programs
through county control associations. These bodies help to make
as well as to administer adjustment policy. Thoroughly democratic
in form and spirit, the associations are effective instruments in eco-
nomic self-government. They began by adjusting county and indi-
vidual allotments. They were concerned at first about getting
Government checks out to farmers as quickly as possible. This pre-
occupation soon gave place, however, to a deeper interest in the pur-
poses of the whole undertaking. The committees now study crop
supply and demand conditions, and price relationships. They bring
general economic information to bear on local farm problems. They
are helping the administration in taking a referendum on new corn-
hog adjustment plans. ,

'%hese local associations cannot finally formulate and administer
national programs. That duty logically belongs, after all groups
have been consulted, to the adjustment administration. But without
the help of the county associations, the program could not be made
effective. In thus decentralizing administrative work, and at the
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same time creating new channels through which farmer opinion may
find expression, the Agricultural Adjustment Act promotes true
democracy.

As is well known, participation in any acreage-adjustment pro-
gram was originally voluntary. Later, under special legislation re-
lating to cotton and tobacco, features penalizing noncooperation
were introduced. Farmers themselves demanded this change. The
Agricultural Adjustment Administration preferred to keep all pro-
grams essentially voluntary. It is unnecessary to coerce small
minorities, and difficult to coerce large ones.

There is a worse danger to democracy than the extension of demo-
cratic principles to farming. Failure to solve economic problems is
a worse danger. Such failure leads to class strife, and class strife
to civil war. In civil war, whatever the outcome, democratic gov-
ernment disappears, at any rate for a long time. Recent history
shows that at a certain point of misery and destitution nations cease
to think about liberty, and think only about bread. Then they are
ripe for dictatorship. In the United States we have an opportunity
- to retain our liberty and to strengthen our democratic institutions,
while at the same time improving our material circumstances. We
can do this by enlarging our concept of democracy and giving it
scope in economics as well as in politics.

The exact methods of achieving economic democracy are by no
means settled. How far the principle of majority rule applies
legitimately to the control of farm production is not yet established,
either through experience or discussion. But we cannot rule it out
in advance as being inconsistent with democracy. We should cer-
tainly give the benefit of any doubt to the voluntary principle, while
not regarding that principle as absolute. And we should encourage
discussions, far and wide. We should also consider every alternative
to the present adjustment programs.

FOREIGN TRADE IS ONE ALTERNATIVE

One alternative is the recovery of foreign trade. What will an
effort to accomplish that entail? American agriculture was de-
veloped for trade with the world. Only in international trade can it
freely move. Foreign buying of American farm products, however,
requires foreign buying power in the American market. Such buy-
ing power existed before the war because foreign countries, prin-
cipally in Europe, had invested heavily in American securities.
During and after the war it existed because we lent money to Europe.
Neither of these means of restoring our farm exports is likely to be
quickly reestablished. There is another means. We may offer for-
eign countries, particularly European countries, a market in the
United States for certain products, in exchange for a market for
American wheat, cotton, tobacco, hog products, and fruits. We may
lower our tariff wall, in return for a better market abroad; opening
the door to foreign goods may displace certain domestic articles.
That is the first cost to be considered. Against it must be figured the
probable value of the compensating benefit.

What it will cost American industry to share the domestic market
with foreigners depends partly on the nature of the goods imported,
and partly on the amount of domestic purchasing power available.
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Selected goods could be imported liberally into a prosperous America,
without hurting the American manufacturer. That we know from
what happened before the depression. In the calendar year 1929,
during the greater part of which business was active in the United
States, we imported merchandise to the value of $4,399,000,000. Ex-
ports exceeded this figure by $842,000,000. For the great bulk of
the exports we took payment in imports, and no one complained.
Because we did so American industry had more business than it
could have had otherwise. In the ensuing depression imports and
exports declined together. Thus in 1932 the merchandise imports
totaled only $1,323,000,000; but the exports were down also—to
$1,612,000,000. Buying less abroad did not give us proportionately
more business at home. Conversely, an increase in imports now
would not cut down but on the contrary would increase our total
business. The exports would increase with the imports.

But the foreign-trade program would involve the risk of produc-
ing results other than those expected. We cannot know in advance
the probable effect on prices and employment in industry. Nor can
we foretell precisely the compensating benefit to agriculture. Ask-
ing industry and labor to make sacrifices for agriculture demands
some assurance that the farmer will benefit. The purchssing power
which foreigners would obtain in the United States market were
they permitted to sell more goods here might be left on deposit, or
invested in American securities, or devoted largely to the purchase
of nonagricultural goods. That would leave unchanged the need to
regulate agriculture. Formerly, when Europe had the means to
do so, it bought farm goods heavily in the United States. Will
it do so again?

Changing Relationship of the Hemispheres

This question does not admit of a dogmatic answer. The rela-
tionship between the Old and the New World has changed greatly.
In the nineteenth century, when the United States was Europe’s
bread basket, this country took European goods readily in exchange
for its cereals, meats, and fibers. It needed what Europe could
supply. The need is smaller now. Other agricultural surplus coun-
tries, notably Canada, Argentina, Australia, and India, have more
need of Europe’s industrial goods. Against the competition of these
countries, backed by their willingness to buy where they can sell, the
United States must struggle. We cannot fully overcome this handi-
cap merely by lowering our tariffs. Spontaneous reciprocity has
advantages over the contrived variety. The cold fact is that while
we need Europe greatly as a market, we do not need it greatly as a
source of supplies. This is a hurdle to be leaped and not evaded.

Another difficulty is Europe’s battle for self-sufficiency. Great
Britain is relying more on Empire sources of foods and is encourag-
ing Empire-grown cotton. France is practically self-sufficient in
foods; Germany is nearing self-sufficiency. Last year Germany pro-
duced a slight excess of carbohydrates over its domestic require-
ments and about all the proteins it required. In fats, however, it
remained heavily dependent on imports. Italy has f,orged ahead
in food production but still depends upon imports for 13 to 18 per-
cent of its food supply, measured in calories. The great Italian
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deficit is wheat. Even countries like the Netherlands and Belgium,
which cannot become self-sufficient in foods, buy abroad less than
they would if they could export factory goods freely. But Europe is
getting used to this increased self-sufficiency and has vested interests
therein. Enterprises fostered by it cling to life. They have power-
ful defenders.

Fortunate}g, a change would benefit both hemispheres; for on both
sides of the Atlantic the principle involved is the same. Each conti-
nent tries to live at home because it is difficult to sell abroad. In
Europe the shoe pinches mainly industry; in the United States it
ginches mainly agriculture. Shifting the pressure partly from one
oot to the other 1n both hemispheres, simultaneously but in opposite
directions, should ease the total strain. More international trade
would create new purchasing power and would promote efficiency.
Wresting trade from its natural channels, as we now do, adds to the
operating costs of every farm and every factory. It violates the
principle of comparative advantage. For every interest which the
system nourishes, another interest, perhaps a more efficient one, dies.
Europe has suffered more havoc of this kind than the United States,
and has as much interest in discarding the strait-jacket.

Doubtful Value of So-Called “ Self-sufficiency ”

Europe’s motives for working toward self-sufficiency are the fear
of war and the necessity to correct an unfavorable balance of trade.
Probably the economic motive is the stronger. National defense re-
quires many things besides foods; many things which Europe must
import, such as oll, rubber, cotton, and various minerals. In these
articles Europe can never be self-sufficient. They can be stored;
but first they must be purchased, and self-containment makes their
purchase difficult. Increased self-sufficiency in foods does not really
strengthen Europe’s defenses, because it involves a reduced power
to get other military necessities. But even in food, with the most
prodigious efforts, Kurope cannot become nearly self-sufficient. It
still has to import something like 500,000,000 bushels of wheat annu-
ally. The greatest possible progress in self-sufficiency cannot free
Europe from the need of imports, or allow it to ignore a blockade.
Group interests that profit from the movement toward self-sufficiency
stress the insurance feature for more than it is worth. They want
to offset the economic drawbacks, which are tremendous. Europe’s
struggle for self-containment is costly, painful, and relatively in-
efficient. It subjects the urban population to a fearful strain. Limit-
ing the importation of foods makes the food supply less abundant,
less varied, less nourishing, and less cheap. It forces Europe to
depend increasingly on cereals in order to get more calories from the
soil and to pay more for a poorer living. '

That is only half the story. By refusing to buy foodstuffs abroad,
Europe loses 1ts market for factory goods abroad. Thus for a thor-
oughly illusory self-containment the people pay in a reduced stand-
ard of living and in reduced employment. A majority would
welcome a chance to exchange industrial goods for foodstuffs. This
would involve some agricultural readjustments in Europe, just as
it would involve certain industrial readjustments in the United
States. But these would not be excessive. By importing cereals,
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including feed grains, Europe could raise more meat and dairy prod-
ucts, and maintain larger rural populations. In the United States,
on the other hand, the resulting improvement in farm buying power
would strengthen the manufacturer’s domestic market. There would
be more business all around.

Restored Trade Would Be Mutually Beneficial

Europe needs the farm goods we have to sell, and foregoes them
only from necessity. The advantage to the American farmer of
enabling Europe to buy here once more would be enormous. Ameri-
can agriculture depends far more on foreign trade than does Ameri-
can industry. From 1921 to 1930 this country exported more than
13 percent of its farm production, and the trade constituted about a
third of its total exports. Moreover, this third represented only pri-
mary agricultural products such as wheat and flour and cotton. It
did ‘not include many agricultural products elaborately manufac-
tured and exported as manufactured goods. Since 1929 our farm
export trade has declined in value nearly 60 percent. Restoring it
substantially, through some increase in industrial imports. would
give agriculture new life.

There would be no countervailing penalties upon industry.
Broadly agricultural trade can increase only through an increase in
the number of consumers. This is a consequence of the often-men-
tioned limitations of the stomach. Hence the only feasible alter-
native to the recovery of the agricultural export trade is the contrac-
tion of agriculture. No similar contraction of industry would result
from an increase in industrial imports. For many industrial prod-
ucts the potential demand is boundless. Upon agricultural consump-
tion the final limitation is physiological. Upon industrial consump-
tion the final limitation 1s simply purchasing power. Whatever
increases purchasing power increases the manufacturer’s market.
Hence the admission of foreign goods into the American market,
since it would be accompanied by an increase in the purchasing power
of the farmers, would handicap industry far less than the alternative
policy of enforced farm contraction would handicap agriculture.
Ultimately, indeed, the revival of normal international trade would
permit great industrial expansion, besides removing much of the
so-called “ regimentation.” Industry as a whole has as much to gain
from this program as agriculture.

The long-continued decline in the value of our agricultural exports
was checked in the marketing year 1933-34, in which domestic
exports of agricultural products, exclusive of forest products, were
valued at $794,000,000, compared with $590,000,000 in 1932-33, $752,-
000,000 in 1931-82, and an average of $1,792,000,000 during the 5
years 1925-26 to 1929-30. This gain in the value of exports resulted
from the devaluation of the dollar and from the influence of reduced
production on prices. The volume of exports, on the other hand,
continued to decline. On the basis of 100 representing the average
exports of agricultural products in the 5 years immediately preceding
the war, the export volume in 1933-34 stood at 83, compared with
85 in 1932-33 and 98 in 1931-32.
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RECIPROCAL TRADE AGREEMENTS

The Federal Government’s program of reciprocal trade agree-
ments looks toward the expansion of our foreign market for %)oth
agricultural and industrial products. Its success will depend on the
extent to which we and the countries with which we seek to negotiate
are willing to make reciprocal concessions. Foreign countries must
give us substantial opportunities to sell them products, agricultural
and industrial, which we can supply on a competitive basis. We
must offer tariff reductions which will actually permit foreign coun-
tries to sell more of their products to us. Nothing can be achieved
by making only such arrangements as will involve no sacrifice on
either side.

It will be most difficult to get concessions on commodities which
the importing countries produce in large volume. In such cases the
foreign country, in making a real concession, must expect to contract
its own production. It will naturally demand important compensat-
ing advantages. Of all agricultural products, it will probably be
most difficult to obtain concessions on wheat. Even in the case of
wheat, however, there is reason to hope that certain countries that
have been striving for self-sufficiency and, in fact, in the last 2 or 3
years have actually achieved it, may conclude that such a course is
uneconomical and likely to be disastrous eventually.

Foreign trade restrictions in hog products have fostered some in-
creases 1n hog production in our foreign markets. Also, however,
they have reduced consumption by raising prices. It should be easier
to get concessions on hog products than on commodities the produc-
tion of which has been expanded more.

Opportunities With Fruit and Tobacco

The best opportunities for trade bargaining concern fruit and
tobacco. Trade barriers in importing countries have not caused any
great increase in the production of fruit either in the importing
countries themselves or in countries whose exports are not affected.
In many cases our fruit exports have been subjected to restrictions,
not in order to protect producers of the same products, but because
they are considered luxuries. They are either taxed heavily for
revenue, even though in some cases a lower tax would yield a larger
return, or are largely excluded from some countries that desperately
need to balance their international payments and seek to do so
through restrictions on imports.

Tobacco has always been heavily taxed, but the taxes in many cases
have risen to a point at which they reduce consumption. In a few
countries, in Italy for example, domestic production has been stim-
ulated, and it will be difficult to regain the market we have lost. In
other countries tobacco production is less important, and lower im-

ort taxes might well result in increased imports from the United
tates.

Our cotton exports cannot gain directly from tariff bargaining.
Most of the large foreign cotton-manufacturing countries do not
produce cotton within their borders and only to a limited extent in
their colonies. They are glad to get supplies at the lowest possible

116273°—35———2



14 YEARBOOK OF AGRICULTURE, 1935

cost. Only one country, Germany, has restricted imports of Ameri-
can cotton. Germany did so not for the protection of her domestic
interests; on the contrag, German textile manufacturers suffered.
The reason was entirely Germany’s inability to pay for the necessary
imports. Indirectly, however, cotton would benefit greatly from a
revival of international trade.

Agreement Concluded With Cuba

Progress is being made in the organization of the tariff-bargaining
work. Interdepartmental committees have been established on which
this Department is represented. The State Department has an-
nounced an intention to negotiate trade agreements with many
countries in Latin America and western Europe. Only one agree-
ment has been concluded so far under the new tariff-bargaining law.
This was signed with Cuba on August 24, 1934. In one fundamental
respect it differs from the arrangements that may be concluded with
other countries. In the Cuban agreement, the United States and
Cuba grant to each other exclusive preferences on import duties
which are not extended to other foreign countries. In general,
under the terms of the tariff-bargaining law, the policy will be pur-
sued of extending generally to all countries the concessions made on
import duties by the United States. This is not true in the case of
Cuba, to which we give preferences ranging from 20 to 50 percent,
and Cuba extends to us preferences from 20 to 60 percent from the
general duties applicable to other countries.

Concessions of Real Value to United States

The agreement with Cuba secures concessions that will be of real
value to American agriculture. Lard is our most important agri-
cultural export to Cuba. Only the United Kingdom and Germany
have in the past surpassed Cuba in importance as a market for
American lard. Our exports of this product to Cuba declined from
80 million pounds in 1929 to 11 million pounds in 1933. The prin-
cipal factor contributing to this decline was the increase in the
Cuban duty on lard from the equivalent of $1.45 to $9.60 per hundred
pounds. In addition Cuba imposed a consumption tax amounting
to $1 per hundred pounds on lard. . The total charge was practically
prohibitive. By the terms of the agreement with Cuba, however, the
Cuban duty on lard has been reduced to $2.27 per hundred pounds;
it will be reduced to $1.86 on September 3, 1935, and to $1.45 per
hundred pounds on September 3, 1936. Cuba also agreed to elim-
inate the consumption tax by the last-named date. Similarly, favor-
able concessions were made on the duty on vegetable oils, notably
cottonseed oil, which is an important item in our exports to Cuba.
Cuba agreed to reduce the refined cottonseed oil duty from $6.07
to $1.36 per hundred pounds. Other agricultural products upon
which substantial duty reductions or increased preferences were
granted by Cuba were wheat flour, pork, potatoes, rice, and canned
fruits and vegetables. Cuba also made substantial reductions in a
long list of manufactured articles. These reductions, to the extent
that they result in increased exports to Cuba of manufactured goods
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and increased employment in our manufacturing industries, will
redound to the benefit of agriculture.

In return for these concessions on the part of Cuba, the United
States agreed to a reduction in the import duty on sugar, a reduction
in the duty on tobacco and rum, and seasonal reductions in duties
on certain fruits and vegetables. In the case of sugar and tobacco
the reductions in the United States duties applicable to Cuba are
accompanied by import quotas which limit the quantity that Cuba
can place in this market. The quota on sugar was provided for by
legislation passed by the last session of Congress. The quota on
tobacco is provided for specifically in the agreement.

In providing for these quotas an important principle affecting the
agricultural adjustment program has been established, namely, that
with respect to products the production of which is being restricted
or curtailed in the United Sli?,ates, there should be a corresponding
restriction or curtailment in the importation of like products from
foreign countries. This is a matter of logic. We cannot be in the
position of reducing our own production in order to dispose of
unwieldy surpluses and to obtain a fair return for our farmers and
at the same time permit foreign countries to increase their exports
to this market and take up the slack arising out of reduced domestic
production. With respect to both sugar and tobacco, the agreement
provides that if the adjustment program of the United States is
abandoned, or substantially abandoned, the import duties will revert
to those in effect at the time of the signing of the agreement.

The reductions in duty that Cuba has made, combined with an
improvement in their purchasing power resulting from more favor-
able returns on their principal products, should permit the United
States to regain a substantial part, if not all, of its lost market in
Cuba.

THE DROUGHT

The drought of 1934 was the worst ever recorded in this country.
It extended over 75 percent of the area of the country and severely
affected 27 States. It cut down the yields of food grains and of
cotton, reduced tremendousli the production of feed, forage, and
pasture, and necessitated a heavy reduction in livestock numbers.
Food supplies for the Nation remained sufficient. There were on
hand large stocks of bread grains and of several other food products,
the production of canning crops was above normal, fruits and vege-
tables were fairly abundant outside the drought area, and the supply
of meat, dairy, and poultry products was adequate for the rest of the
calendar year. Local supplies of certain food products, however,
were short in many areas. Reflecting the shortage of feed grains
and roughage, there will be a sharp reduction in market supplies of
meat and other livestock products in 1935, even if the growing season
should be normal. In the areas hardest hit farmers suffered a decline
in their income. For the country as a whole, however, the drought
affected farm income but little. Higher prices tended to offset the
reduction in marketings, and farm income, including benefit pay-
ments, for the entire country showed a substantial increase over the
previous year.
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Beginning in the early spring, the drought first became serious in
the Northwest. From eastern Montana, the Dakotas, and Minne-
sota it spread to the Southeast, to the South, and to the Southwest.
By the end of May it had become the most extensive drought on
record in this country. It was severe in part of the Ohio Valley and
the central and upper Mississippi Valley, throughout the central and
northern Plains, over most of the Rocky Mountain sections, and in
the Great Basin of the West.

No Indications of Permanent Change

There are no indications, however, that the drought constituted a
permanent change to desertlike conditions in the Midwestern States.
The Weather Bureau’s records suggest that extreme drought in
particular regions may be expected to occur at intervals of 80 to 40
years. Rain or snowfall tend to run in alternating periods of above
and below normal. Each period covers a long time, and the periods
are not uniform in length. The trends show up clearly, however,
when we study the records graphically, and draw curves to smooth
out yearly variations. In the long run the precipitation records vary
in a wavelike progression. The difference in the rainfall in the
periods of comparatively heav¥ precipitation, as compared with that
of the periods of lighter rainfall, is marked. Moreover, the trends
are rather uniform from maximum to minimum and vice versa. For
the central Mountain States the records show a well-marked tendency
to decreasing rainfall during the last quarter of a century. On the
other hand, in much of the South, especially the Southeast, until
recently the tendency was toward heavier rains.

In the central Mountain area the last maximum ap}ilears for the
10 years up to about 1908, or about 25 years ago. Since then a 10-year
moving average shows a rather regular decrease. Thus the average
precipitation in Minnesota for the decade ended with 1933 was only
a little more than 23 inches, as compared with an average of 29.5
inches for the 10 years ended with 1908. The later decade had nearly
30 percent less rainfall than the earlier one. In a region where the
normal precipitation is rather small such a decline is obviously
very important. Centering in Minnesota, this decline covered the
northern Plains to the west, especially the Dakotas, and extended to
the western part of the Lake region on the east. About midway
between the long-interval rainfall depressions appear successive years
of comparatively abundant rains. There is nothing to indicate that
history will not repeat itself in this respect. In another temporary
perioé.li not now predictable, much heavier rains undoubtedly will

revail.
P Drought in the central valley began early last year. It did not
immediately cause any general falling off in production, though we
had a short wheat crop and a short hay crop for the country as a
whole. But when the 1934 drought developed its results were far
worse than they would have been had the season begun with normal
moisture in the ground. Areas depending on irrigation water and
all crops that need considerable subsurface moisture had a tremendous
initial handicap. Snowfall was light in the western mountains dur-
ing the winter of 1933-34. Streams dried up that had never dried
up before, and lakes fell to record low levels. Supplies of irrigation
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water failed and even supplies of water for livestock to drink failed
in many regions.

Fairly good June rains in the Dakotas and Montana came too late
to save the crops. Spring wheat, other small grains, and hay were
already ruined. The June rains did help the livestock situation and
improve the range. Meantime in other areas the drought became
worse. It struck the western part of the main Corn Belt a fearful
blow just when the corn could stand it least. High temperatures,
hot winds, and dryness hit the crop as it was beginning to tassel.
Fairly good rains late in July and in August improved matters in
the eastern part of the Corn Belt, in the Potomac River watershed,
and in some dry areas east of the Mississippi. Nevertheless, corn
ggospects declined ﬁeaﬂy. In an area including the major parts of

ebraska, Kansas, Missouri, and South Dakota, and parts of southern
Towa and west-central Illinois, corn for grain was practically a total
failure. In Texas, Oklahoma, and Arkansas only the early planted
corn produced grain. '

The first half of August brought very helpful showers to most of
the Ohio Valley area, and the last half of the month had much cooler
weather, with substantial to heavy rains, in much of the Southwest,
especially Oklahoma and Missouri. Moreover, during September
wide-spread, generous rains effectively relieved droughty conditions,
at least temporarily, over a large midwestern and southwestern area
extending from southern Minnesota and Nebraska over the western
Winter Wheat Belt. The rains were especially timely in condition-
ing the soil for seeding winter wheat over the most important sec-
tions of the belt. :

Reduction of the Surpluses

Outstanding among the results of the drought was a great chauge
in the farm-surplus situation. Normal wheat consumption in the
United States to the end of the 1934-85 year, assuming neither im-
ports nor exports, will reduce the wheat carry-over to about 156,-
000,000 bushels, as compared with an average of about 339,000,000
bushels in the preceding 5 years. The 10-year average previous to
1929 was 110,000,000 bushels. The cotton carry-over will be close
to normal by the end of the 1934 season, though the drought was
less responsible for reducing the supply of cotton than the acreage
adjustment.

Production of corn, oats, barley, and grain sorghums was only
about 63,000,000 tons as compared with an average of 101,000,000
tons for the period 1928-82. This reduction in the feed supply en-
tailed corresponding adjustments in livestock numbers. The num-
ber of hogs fed for the marketing year beginning October 1, 1934,
may be less than 70 percent of the number fed for the preceding
marketing year. By next spring cattle numbers will be sharply
reduced, in the most rapid liquidation ever known.

Prices of many of the crops severely affected by the drought rose
during the summer. Grain and hay prices advanced sharply.
Cotton prices advanced when drought damage to that crop became
apparent. Cattle prices did not respond immediately, because heavy
marketing from the drought areas occurred. Other classes of live-
stock, except hogs, either failed to advance or declined in prices
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through forced marketing. Hog prices improved significantly.
Livestock products showed a quicker tendency to rise in price than
livestock. Butter and egg prices strengthened notably. Ultimate
effects of the drought on prices will be greatly different from the
first effects. The prices of cattle, sheep, and poultry will undoubt-
edly advance after the forced marketing is over. The slower re-
sponse of livestock prices to the drought will probably cause these
prices to remain relatively high longer than other farm-commodity
prices.
Drought Relief Action

The Government relieved farmers who had been made destitute.
It bought starving cattle, shipped food, feed, and seed into the
drought-stricken areas, assisted farmers in maintaining their founda-
tion herds, and in digging or deepening wells, and provided employ-
ment. In various activities the Agricultural Adjustment Administra-
tion, the Federal Emergency Relief Administration, the Federal
Farm Credit Administration, and other Federal agencies cooperated.
Benefit payments for crop adjustments and funds available for the
control of livestock diseases were important sources of relief. An
important emergency step modified the planting restrictions on
farms under A. A. A. contracts so as to encourage the production of
forage.

T}%e cattle buying resulted up to the middle of October in the pur-
chase of about 7 million cattle in 20 States. For these cattle the
Government paid $92,000,000. Formerly in times of severe drought
the markets quickly became glutted with thin cattle. Farmers had
to sacrifice many of their best animals. This year they did not have
to force their stock upon the commercial markets at a heavy loss.
The Government paid a fair price. Farmers were able to dispose
of their older and less profitable stock, as well as calves and young
cattle, for which they had insufficient feed. Had there been no
drougzht, a reduction of some 4 million in cattle numbers would have
been desirable. Nineteen hundred and thirty-four was the peak of
the cycle in cattle numbers, and the heavy supply depressed the
price. A large proportion of the cattle that had to be removed owing
to the drought was no loss to the cattle industry. But as the
drought grew worse it became necessary to go beyond this point and
to speed up cattle purchases to the limit set by processing facilities.

However, the purchase of cattle meant that as many more were
saved from starvation. Feed which the purchased cattle would other-
wise have eaten became available to tide 7 million other cattle over
the winter.

Funds for the cattle buying came partly from an appropriation for
a cattle-adjustment program under the Jones-Connally Act and
partly from a special congressional appropriation of $525,000,000.
The Agricultural Adjustment Administration established a field head-
quarters at St. Paul, Minn., and obtained the cooperation of exteri-
sion directors, agricultural college leaders, and county agricultural
agents. Accredited veterinarians, or local committees appointed for
the purpose, appraised and purchased animals. Field agents of the
Federal Surplus Relief Corporation took delivery of the animals
and shipped them to be slaughtered. _
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~ For the cattle purchased the Government paid an average price
for all ages of about $13.50. The prices included a benefit payment
to cattle producers free of all liens. The schedule was uniform for
all States. Including the benefit payments, it ranged from $12 to
$20 for cattle 2 years old and over, from $5 to $15 for yearlings, and
from $4 to $8 for calves under 1 year. These prices were established
as nearly as possible on the basis of what cattle would bring on the
slaughter market, without any deduction for shipping and marketing
costs. Thus the cattle-buying program brought the market to the
farm. Six dollars of the price paid for 2-year-olds, $5 of the yearling
price, and $3 for the price of calves constituted benefit payments.
These benefit payments roughly equaled the shipping and marketing
costs that farmers would have had to pay had they shipped their
cattle to market in the usual manner. E‘armers and their creditors
alike generally found the arrangement fair and acceptable.

Purchase of Sheep and Goats

Most of the cattle purchased, except animals condemned as unfit
for food, were delivered to the Federal Surplus Relief Corporation
for slaughter and canning in commercial packing plants for later
distribution to needy families. Some cattle were shipped to States
where pasturage was available. Later, the Government launched a
program contemplating the purchase of several million head of sheep
and goats. It arranged to pay $2 a head for ewes 1 year and over
and $1.40 a head for female Angora goats of the same age. Flocks
came off the high mountain ranges 3 to 6 weeks early as a result
of the drought. They moved into feeding grounds often entirely
bare of vegetation. Supplies of hay and other feeds were scarce
and dear. It was necessary, in order to avoid severe winter losses,
to reduce the flocks from 30 to 60 percent. A Federal livestock
feed agency was set up in Kansas City, to aid in the distribution
of feed and forage. County committees surveyed feed needs in the
drought areas and arranged with local dealers to order supplies.

Various other activities under the Agricultural Adjustment Act
aided farmers in dealing with the drought. Of course, the drought
had not been anticipated when the 1934 A. A. A. plans were being
formulated. As it worked out in the end, however, more feed was
available in 1934, in proportion to the livestock, han would have
been available if production-control programs had not been in opera-
tion. These programs brought about an orderly adjustment in hog
cattle, and sheep numbers, and a net increase in forage-, pasture-, and
hay-crop plantings. As a result, agriculture came through the sea-
son with about 6 percent more grain per grain-consuming animal,
and with about 17 percent more hay per hay-and-pasture-consuming
animal than would otherwise have been available.

Without the programs, the production of feed grains would have
been somewhat larger. But livestock numbers especially of hogs,
would have been much larger. Without the adjustment programs,
the volume of grain available per grain-consuming animal unit would
have been about 1,040 pounds, as compared with 1,100 pounds that
will actually be available or an increase of about 6 percent due to the
A. A. A. programs. Encouragement given by the programs to hay
production will make the current hay supply about 13 percent greater
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than it otherwise would have been. In the case of hogs particularly,
the adjustment programs show a substantial benefit.  Hog produc-
tion would have been much larger had the programs not been put into
effect, and the enforced liquidation of surplus stock at very low prices
would have involved severe loss. The hog programs averted dis-
ordered and expensive last-minute adjustments. Then after the
drought appeared, if it had not been for the cattle- and sheep-buying
programs, cattle and sheep prices probably would have fallen below
the point at which they could offset marketing costs.

AN EVER-NORMAL GRANARY

One effect of the drought is to emphasize the importance of main-
taining adequate farm reserves, particularly in regions subject to
extreme hazards. In the pioneer epoch, farmers stored feed and
hay against lean years as a matter of course. With the development
of communications and of transportation, and with the resulting
evolution of a more specialized and more commercialized agriculture,
the practice declined. Farmers came to doubt that it paid. In the
dry-land regions the newer system had obvious risks. These risks
could be carried during the years of moderately heavy rainfall, the
more easily because fairly good prices prevailed. The chance to lay
by a money reserve weakened the motive to establish a commodity
reserve. But the situation now is different. Against the combina-
tion of weather hazards and low prices, farmers need the protection
of an adequate reserve with safeguards against any possible depress-
ing influence on prices. Here, in conjunction with the crop-adjust-
ment program, is an obvious responsibility of the Agricultural Ad-
justment Administration. Means should be developed to conjoin the
adjustment of plantings with protection equally against crop failure
and against the tendency of large stocks to depress prices.

Significance of Curtailed Foreign Outlet

Since 1933 the demand from abroad for American farm products
has undergone no material change. Our exports of grains and live-
stock products have almost disappeared. We continue to export cot-
ton and tobacco and fruits in large quantities, but the foreign market
for these commodities is not what it was. In the case of all food
products except fruits, we have still to think in terms of a sharply
curtailed foreign outlet. As far as we can see for the moment, our
emergency program and the first phases of our long-time program
must be shaped toward reduced production for export. This may
be less permanently true of cotton than of grains and livestock prod-
ucts. For the present at any rate, however, the cotton situation also
calls for production adjustment.

But reduced production for export raises certain new questions.
Adjustments nearer to domestic requirements need to be coupled
with protection against crop failure. Farm reserves must be larger
than the so-called normal *carry-overs” of predepression days.
Formerly, when we produced heavily for export, carry-overs did not
have to be large. It was simply necessary, in seasons of small pro-
duction, to reduce the exports. In proportion as this automatic safe-
guard disappears, it becomes more important to maintain reserves
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from season to season. Such reserves tend to stabilize both produc-
tion and prices. Our emergency experiments have revealed more
clearly the requirements of controlled production. One requirement
is a method of absorbing the shock to markets which occurs when
seasonal conditions violently disrupt the intended adjustment.

When production varies greatly, either through weather condi-
tions or the action of farmers, prices fluctuate correspondingly, but
not usually in a manner permitting farmers to break even. They lose
more on the declines than they get back on the advances. This is
largely because speculators intervene between the producers and the
consumers. Speculation depresses prices excessively to farmers in
seasons of surplus production, and keeps from them the full benefit
of rising prices in seasons of low production. Too much of the con-
sumers’ dollar goes to nonproducers. Hence producers and consum-
ers have a common interest in the control of both production and
marketing.

We now have a fairly satisfactory mechanism for controlling acre-
age, and in the case of some crops for the control of marketing. We
have had some experience with storage for the double purpose of
insuring the farmer a satisfactory current price and of maintaining
reserves. '

The Cotton and Corn Loans

In 1933 the Federal Government established the Commodity
Credit Corporation. Up to the present it has lent money only on
cotton and corn, and a small amount on naval stores, but the loaning
facilities could be expanded to cover other storable commodities.
The corporation obtains its funds from the Reconstruction Finance
Corporation, which has made commitments of $500,000,000 to it for
use in connection with the loan programs.

During the 1933-34 season, the basis of the cotton loans was 10
cents per pound. Borrowers agreed to participate in the 1934 cot-
ton-adjustment program. The Commodity Credit Corporation
loaned direct to cotton borrowers approximately $60,000,000, and the
banks and other lending agencies of the interior, who were author-
ized to participate in the loan program, loaned an additional amount
of approximately $60,000,000. The Commodity Credit Corporation
agreeg to buy in such paper as was offered it by the interior banks
and lending agencies prior to July 1, 1984. The purchase of this
paper brought the total loans made by the corporation up to a total
of approximately $102,000,000. It is estimated that more than 420,-
000 cotton farmers have been benefited under this program. Ap-
proximately 64 percent of the total amount loaned was liquidated by
September 12. In 1934, the administration continued its cotton-
loan program, with the loan basis increased to 12 cents per pound.

On corn during 1983-84 the Administration made loans to pro-
ducers at 45 cents a bushel. About 270,000,000 bushels were sealed in
farm cribs. The loan value was above the current market price of
corn at the beginning of the season. Subsequently prospects of re-
duced corn production raised the market price, and farmers were
therefore able to liquidate their loans at a substantial profit. Sched-
uled originally to end on August 1, 1934, the Government extended
the corn-loan program to September 1. Up to September 15,
160,000,000 bushels had been released from storage.
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As in the case of cotton, the Government will continue the corn-
loan policy to cover the 1934 crop. It has increased the loan value
to 55 cents a bushel. This price, while below the market price in
September, and below the price that is expected to prevail for the
marketing season, gives farmers a means of keeping a supply of corn
within their control. In a year of short supplies this is obviously
an important consideration. On both cotton and corn the loaning
policy has proved to be economically sound and helpful to farmers.
It has furnished experience that will be valuable in creating the
ever-normal granary.

The corn loans, particularly, demonstrated the advantage of farm
storage coupled with production adjustments. They removed from
the market in 1933 the depressing effect of stocks present above cur-
rent needs, and established a reserve, which the 1934 drought made
invaluable. Under ordinary conditions the excess supply would have
moved into commercial channels, beyond the control of the farmers.
After the crop failure of 1934 they would have had to buy back the
reserve at greatly enhanced prices. But instead of having parted
with the surplus, they had simply borrowed against it. It remained
available to them at no increase in cost, except the interest on the
loans, for maintaining their livestock under drought conditions.
Farmers were in a much better position to preserve their breeding
stock than they would have been had their cribs been depleted in
the usual way.

Necessary Size of Reserves

Drought years do not usually come in succession and crop adjust-
ments must rest on the expectation of normal growing conditions.
Nevertheless, the two seasons of drought throu%h which we have
passed raise urgently the question, “ What should be an adequate
reserve? ” We used to consider 120,000,000 bushels a sufficient carry-
over of wheat. Perhaps we ought now to plan for a normal carry-
over of 200,000,000 bushels, and for much increased carry-overs of
some other crops. Means must be developed, however, to prevent the
additional stocks from depressing prices. Storage must be linked
with production control.

Ordinarily heavy carry-overs reduce the price to producers. Agri-
culture had painful experience of this fact as a result of the stabili-
zation operations of the Federal Farm Board. Storage by itself,
even by the Government, is ineffective. Withholding su&)}ilies does
not sup,port prices for long if production increases unduly. This
country’s efforts under the Farm Board to stabilize wheat and cotton
prices simply by storing surpluses demonstrated that not even a
powerful Government, with ample funds, can bolster prices against
overproduction.

With borrowers obligated to cooperate in crop adjustments, the
Commodity Credit Corporation coulg make loans on various storable
crops, just as it has done on cotton and corn. Lending at a higher
percentage of the current value than is usual in private or Govern-
ment loans would insure wide-spread participation by farmers. In
years of large production, surpluses would be stored on terms fair to
the farmers, and yet not involving risk to the Government. The
contracts with borrowers for the control of production the following
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season should prevent the price of the goods from falling below the
loan figure. Hence the loans would be reasonably safe.

This system would have many advantages. It would protect con-
sumers against possible shortages and tend to stabilize production
and therefore prices. There is, of course, always a chance of surplus
crops 2 or more years running. But even in that case the ever-
normal granary would absorb the market shock. It would simply
be necessary, following two or more heavy crops, to reduce the acreage
sharply. Moreover, the ever-normal granary would furnish a means
of regulating the production of livestock. Growers could draw on
the stored feed to stabilize livestock numbers. We may have here
the beginning of means to control the livestock-production cycles.

Coordinating storage with crop adjustment would have another
advantage. Stored commodities could be used in lieu of cash benefit
payments. Part of the stored surpluses would probably become the
Government’s property. This part could be released to farmers as
compensation for crop adjustments. Farmers would thus have the
possibility of a speculative profit, the amount of which would depend
largely on their success in controlling production. Giving the
farmer a certain quantity of wheat, instead of a certain amount of
cash as benefit payment for crop control, would bring home vividly
to the producer’s mind the relation between supply and price. It
would create another motive for the crop adjustment.

Plan Would Not Harm Business

As a part of the program the Government would need to guarantee
{)rivate traders against the apprehension of sudden disruptive re-
eases of stored goods. Commodities would be released.only with
due regard to prevailing market conditions. Full information as to
the storage program would be made public. In the 18 months duri
which the Kgrlcultural Adjustment Administration has functione
it has played square with business. It will continue to play square.
It will not spring any surprises on the market. It will coordinate
the storage and adjustment operations so as to promote the ultimate
objective of the Agricultural Adjustment Act—the restoration of
farm commodity prices to the pre-war parity. Flexibility is essen-
tial in adjustment to a changing situation. But keeping a program
flexible need not mean letting it become sudden, spasmodic, or
harmful to business.

FARM RESULTS OF RECOVERY POLICIES

Following the passage of the Agricultural Adjustment Act, the
osition of agriculture improved greatly. Farm-commodity prices
in September 1934 averaged 102 percent of the pre-war level as com-
pared with a low point of 55 percent reached in March 1933. Gains
in farm-commodity prices were partly offset by increases in the prices
of commodities bought by farmers. From 1932 to 1933 the index
of prices paid by farmers advanced 2 percent. From March 1933 to
September 1934 1t advanced 26 percent. However, the exchange value
of farm products in September 1984 was 81 percent of the pre-war
level as compared with only 55 in March 1933.
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In 1932 the average farmer, after paying interest, taxes, and the
expenses of production, had nothing left as a return for his capital
and management. In 1933, for the first time since 1929, he had left
a small net balance after writing down his capital structure. In-
come from marketings in 1933, with benefit and rental payments
added, exceeded that of 1932 by 16 percent, and prospects are for an
additional gain of 19 percent in 1934.

The total cash income of farmers from the sale of farm products
for the calendar year 1984, including rental and benefit payments
and income from the sale of cattle, sheep, and goats to the Agricul-
tural Adjustment Administration, is estimated at approximately
$6,000,000,000. This estimate is based upon an analysis of farm pro-
duction in 1934, probable prices and marketings of farm products
during the last 5 months of the year, and cash income during the
first 7 months of the year as previously estimated. The estimated
cash income for 1934 is 19 percent larger than in 1933 and 39 percent
over 1932.

Estimates of cash income from farm marketings on a calendar year
basis from 1924 to 1934, including rental and benefit payments in 1933
and 1934, are as follows:

1924 $9, 785,000,000 | 1930___ _____________ $8, 451, 000, 000
1926 10, 324,000,000 | 1931 _______________ 5, 899, 000, 000
1926 9, 993, 000, 000 | 1932, 4, 328, 000, 000
1927~ 10, 016,000,000 | 1933 ____——___ 5, 051, 000, 000
1928 _ 10, 289, 000, 000 | 1934 6, 000, 000, 000
1929 - 10, 479, 000, 000

Farm Realty Values

In the year ended March 1, 1934, the average value of farm real
estate for the United States as a whole showed an increase. It was
the first year since 1920 to record a gain. This was good evidence
of farm improvement; for farm-land values depend ultimately on
farm earnings.

From the low point of 73 percent of the pre-war level, to which
farm-real-estate values declined in the preceding year, the average
value for the country rose in the year ended March 1, 1934, to 76
percent of the pre-war level. The improvement was not distributed
equally in all regions. Roughly, the regional changes reflected dif-
ferences in farm earnings. The greatest relative increases occurred
in the South Atlantic and South Central States. Improvement in
farm commodity prices and in farm incomes was a leading cause of
the upturn in farm-real-estate values. The fact that the gross
income from crops increased much more than the gross income from
livestock and livestock products was an important reason for the
uneven distribution of the gains in farm land values.

This all around improvement is the result of many factors, the
separate influence of which cannot be measured. Undoubtedly, how-
ever, the recovery program launched by the National Government,
with its threefold effort to adjust the general price level through
monetary action, to bring farm production more nearly into balance
with the demand, and to refinance and otherwise to relieve farm debt
is by far the most important.
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Effect of Monetary Policies

Revaluing the-dollar benefited agriculture because prices of the
raw-material farm products responded promptly, while prices of
many of the things that farmers buy increased more slowly. The
Government suspended gold payments on foreign account on April
19, 1933. Other steps followed under title III of the Agricultural
Adjustment Act, which gave the administration emergency monetary
powers. Between April 15 and July 15, 1933, the farm price of
cotton advanced 75 percent and the farm price of wheat 92 percent,
but this rise was partly speculative and some reaction followed. A
revival of textile manufacturing, and the expected crop adjustment,
helped the price of cotton. In the case of wheat, the prospect of a
short crop was a factor. In both cases, however, the new monetary
policy was obviously an important influence, as may be inferred from
the advances that took place simultaneously in nonagricultural raw
materials. The effect o¥ the devaluation on prices of farm products
did not cease with the subsequent stabilization of the dollar at a
new value. Farm commodities that had not responded immediately
to devaluation_responded slowly. As a result of devaluation, agri-
culture has gained in power to buy nonfarm goods and also in power
to meet debts and taxes.

‘Results of Crop Controls

The first year’s cotton program simply prevented an increase in
the surplus. Farmers, however, saved the extra expense of carrying
the full-planted acreage to harvest. They received an average farm
price of 9.7 cents per pound for their crop, and rental and benefit
payments besides. From the lint the growers received about $633,-
000,000 as compared with $424,000,000 realized in 1932. In addition
they received $163,000,000 in rental and benefit payments. Conse-
quently the income of cotton farmers from lint in 1933 was about 88
percent more than in 1932. About half the increase may be Kroperly
attributed to the activities of the Agricultural Adjustment Adminis-
tration. By the end of the 1934 season the world carry-over of
American cotton will be close to normal, and higher prices for
American cotton should prevail.

Activities of the Agricultural Adjustment Administration helped
to increase the income of wheat growers. The cash income from
wheat marketings in the 1933-34 season (exclusive of benefit pay-
ments) was about $267,000,000 as compared with $195,000,000 in 1932,
Growers obtained this amount from the sale of only 368,000,000
bushels, whereas marketings the previous season totaled 524,000,000
bushels. Price gains more than sufficed to offset the reduction in the
1933 marketings. Benefit payments added $98,600,000, so that the
total cash income from wheat for the 1933 season amounted to
$366,000,000, an increase of $171,000,000 over that of the previous

ear.

In the 1934-35 season farmers will market some old wheat carried
over from the previous seasons, and also the new crop, at prices which
may give them an income a little larger than they received for wheat
during 1933-34. There will also be benefit payments.
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In the case of corn and hogs the full benefit to farmers from the
activities of the Agricultural Adjustment Administration has not
yet been realized. Prior to the midsummer of 1934 prices of hogs
and the income therefrom did not improve significantly. Neverthe-
less, distinct advantages from the adjustment programs may be
recognized. By purchasing pigs and sows in the fall of 1933, and
subsequently by making large purchases to provide meat for relief,
the Government stabilized the market through the winter season.
By placing a large quantity of corn under seal for loans, it helped
to conserve the supply of corn, and at the same time to slow up live-
stock production. Hence the corn-hog program will realize its great-
est benefits within the next 12 months. Already prices are reflecting
the prospect of better adjusted supplies, and in addition to higher
prices farmers will receive large benefit payments. Considering
1933 and 1934 together, hog producers should receive, with the bene-
fit payments, some net gain in income. Still more important, the
supply situation will be adjusted to a more profitable basis.

The tobacco program increased the growers’ receipts from the 1933
crop by about $50,000,000. In addition, growers received $28,000,000
in rental and benefit payments. The total income of farmers from
tobacco during the marketing year 1933-34 was approximately
double that of 1932-33 and nearly equal to the average for the last
10 years. Tobacco farmers received an increased proportion of the
consumer’s tobacco dollar.

More than 90 percent of the tobacco growers of the United States
and Puerto Rico are operating under production-adjustment con-
tracts. The 1934 crop was approximately 25 percent smaller than
that of 1933 and was as much below the average annual world con-
sumption of American tobacco as last year’s crop was above that
level. For the first time in several years the returns appear to be
remunerative to tobacco growers.

Farm Debt Relief

Great benefit to agriculture has also resulted from action taken
under the Emergency Farm Mortgage Act of May 12, 1933, and the
Farm Credit Act of June 16, 19383.

Formed by Executive order of March 27, 1933, the Farm Credit
Administration merged a number of existing Federal credit agencies
and created a central administration. This organization administers
the provisions of the Emergency Farm Mortgage Act, and also of
the Farm Credit Act, which provides new facilities for production
and marketing credit and for cooperative credit. The Farm Credit
Act, supplementing the Federal Farm Loan Act of 1916 and subse-
quent legislation, provides a complete credit service for agriculture
which is designed for permanency.

In the grolonged depression, farm credit had virtually collapsed.
Many credit institutions were bankrupt, and more than 40 percent
of the banks in the country closed their doors between J uly 1928 and
July 1933. The restriction of credit was more pronounced in agri--
cultural areas than elsewhere. Consequently the Farm Credit Ad-
ministration reorganized the facilities of the Federal land bank
system and began refinancing farm-mortgage debts,
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Recognizing that depression values did not represent the true
worth of farms, the Farm Credit Administration inaugurated the
policy of appraising farms on the basis of normal values, and
through its refinancing operations provided quick relief to farmers
and overburdened lending institutions. Frozen credits were melted
and business confidence in agricultural areas revived.

Farm-mortgage debts in the United States in 1932 constituted
about $8,500,000,000, out of a total farm-debt burden of probably
$12,000,000,000. Private institutions and individuals held a large
part of the farm-mortgage debt, while commercial banks carried both
farm-mortgage and short-term loans in large amounts. The total
farm debt in 1932 amounted to nearly three times the total gross farm
income of that year and was about equal to the gross farm income
of 1929. TUnder the prevailing credit conditions, the farm debt
threatened to ruin both debtors and creditors. The newly created
credit facilities relieved both groups.

In the first 15 months under the Farm Credit Administration the
Federal land banks made over 450,000 loans to farmers for more
than $1,150,000,000. About 90 percent of these loans refinanced
existing indebtedness. By the summer of 1934 the Federal land
banks and the land-bank commissioner were holding over $2,100,-
000,000 in farm mortgages.

Claims Scaled Down

Creditors who were desirous of converting farm paper into cash
have, in many instances, scaled down the amount of their claims in
order to make it possible for heavily indebted farmers to refinance
their loans through the Farm Credit Administration. Such scale-
downs were necessary where the farmer’s total debts exceeded 75
percent of the normal value of his property, since a land-bank com-
missioner’s loan, together with prior liens, may not, under the law,
exceed 75 percent of the normal value of the farm property offered
as security for the loan. From June 1, 1933, through August 22,
1984, borrowers through the Farm Credit Administration obtained
reductions in their indebtedness amounting to more than $56,000,000.
About 16 percent of the borrowers obtained scale-downs of their
indebtedness in connection with the refinancing operation. Where
such reductions occurred the amount scaled down constituted 26.3
percent of the prior indebtedness.

Furthermore, these borrowers benefited from interest reductions,
because the rates charged by the Federal land banks and the land-
bank commissioners are usually lower than those previously paid
by the borrowers. In interest alone the saving to farmers on farm-
mortgage indebtedness refinanced through the Farm Credit Admin-
istration is estimated at over $16,500,000 a year, or nearly one-fourth
of the interest formerly paid on the same indebtedness.

Under the Emergency Farm Mortgage Act all borrowers from the
Federal land banks obtained a reduction in their interest charges.
On Federal land-bank loans in force in May 1933 the interest rate
ranged from 5 to 614 percent, and averaged 54. During the 5-year
period ending July 12, 1938, the rate of interest on loans made
through national farm-loan associations prior to May 12, 1935, is
reduced to 414 percent. The interest rate on loans obtained directly
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from the Federal land banks is temporarily reduced to 5 percent.
In addition, the legislation authorized postponement of principal
payments during the 5-year period ending July 12, 1938, and also
provided that extensions of unpaid installments on loans might be
granted to worthy borrowers during this period.

Local Credit Associations

During its first year the Farm Credit Administration also helped
farmers build a system of 650 local production credit associations.
These associations of farmer borrowers are now in operation and
provide a permanent Nation-wide system of low-cost production and
marketing credit. The associations make loans on crop and chattel
security, and through them production money becomes available to
farmers and stockmen at rates of interest which, for the country as a
whole, are the lowest ever charged for this type of credit. The asso-
ciations are now making loans to farmers and stockmen at 5 percent
interest. Many private lending agencies charge 2 to 8 percent more.

Thus Federal action under the new administration has furnished
three principal types of agricultural relief. (1) By devaluing the
dollar it has caused the prices of certain farm commodities to rise
more than the prices of the things that farmers buy, and increased
their ability to meet debts and taxes. (2) Through production
adjustments financed by processing taxes and through marketing
agreements with production-control features, it has brought the
supply of farm commodities more nearly into a profitable relation-
ship with the demand. (8) Through credit relief it has lightened
and refinanced farm debt. It would not be correct to ascribe the
whole improvement in farm conditions during the last 2 years to
Federal activities. Much must be credited to the country’s natural
recuperative power. Depressions tend to run their course and to
generate corrective forces spontaneously. However, this is a slow
and painful process. In important respects, moreover, the present
depression differs essentially from preceding depressions. ‘It is
world-wide and marked by an unprecedented break-down in inter-
national trade in which there has been as yet no significant revival.
American agriculture was developed larger for trade with the out-
side world. The farm recovery of the last 2 years owes little or
nothing to recovery in the world market. It is the result mainly of
domestic changes, 1n which the activities of the Federal Government
have been the most important element.

MARKETING AGREEMENTS

Another approach to the problem of increasing the income of farm-
ers is through the marketing agreements and licenses authorized by
the Agricultural Adjustment Act. Experience with such agree-
ments and licenses during the past year indicates that under proper
circumstances they may benefit producers substantially.

Marketing agreements have proved to be particularly useful in the
control of surpluses and in the regulation of shipments. Surpluses
can seldom be effectively controlled by marketing agreements and
licenses without the participation of 100 percent of the industry. A
number of attempts have been made to deal with a surplus prob-
lem through the cooperative orgamization of growers and handlers,
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but it was seldom possible to obtain the support of the entire in-
dustry. In most instances from 15 to 20 percent of the producers
refused to cooperate and were thus able to obtain substantial benefits
under the program without sharing the costs.

In the season of 1983, for example, California’s supply of Valencia
oranges was so large that all of the larger marketing agencies and
a number of individual shippers entered into a voluntary proration
agreement. These agencies ship more than 90 percent of the Valencia
crop. Despite the large percentage of the industry which was co-
operating, it was found that the small minority outside the agree-
ment shipped quantities considerably in excess of their proper
proportion. In other words, this small minority profited by the
sacrifices of the large majority. The experience under this voluntary
agreement led the industry to develop a marketing agreement under
the A. A. A. This agreement has been in operation since December
1933. Plans for national proration under a national citrus agree-
ment are now going forward.

Officially approved marketing agreements have placed many pro-
grams on such a basis that all the groups concerned, cooperative
and proprietary alike, must participate. Embodied in the terms of a
blanket license, the essential features of the marketing agreement
bind all the handlers or processors engaged in the industry. By this
means the former noncooperators are kept from reaping more than
their share of the benefits. Marketing agreements and licenses have
thus made it possible for the growers of citrus fruits, walnuts,
raisins, and other commodities to avoid the disastrous effects of
unregulated supplies.

Supply Control Features

Marketing agreements usually involve more than the simple term
“agreement ” may imply. Producers, processors, and handlers of
farm products sometimes believe that simple agreements as to prices
will increase the income of producers. Simple price agreements may
work occasionally, but usually only for one producing season. Gen-
erally, marketing agreements require provisions for affecting sup-
plies, either by regulating the movement to market or by eliminating
part of the supply from commercial channels. In a measure the
supply-control features of the marketing agreements correspond to
the production-control features of the adjustment programs de-
veloped for the major crops. However, the agreements usually pro-
vide only for the control of supplies already produced and not for
the control of new production.

Marketing agreements have dealt effectively with perishable com-
modities produced at great distances from consumer centers. In
such cases transportation and handling costs absorb much of the
terminal market price. In years of excessive supplies the wholesale
price at consuming centers tends to fall below the handling and
shipping costs. It is then possible for the producers and handlers,
acting in cooperation, to control the movement of these products so
as to avoid the demoralization of the markets. They can retain
excessive supplies in the area of production and save handling and
transportation costs, which would largely represent loss,

116273°—35——3
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Many different methods of regulating market supplies have been
developed in connection with marketing agreements. Agreements
relating to fresh fruits and vegetables usually provide for a simple
proration of shipments, sometimes coupled with a stricter control
over the marketing of low-grade products. Methods must suit the
particular industry. Frequently a careful regulation of shipments,
so as to avoid alternate gluts and shortages, improves the net income
of producers, without reducing total supplies to consumers. Farmers
dislike to destroy or to refrain from marketing products which they
have grown. Hence there is little danger that proration will restrict
marketings excessively.

Supply-control features of some agreements divert a portion of
the supply from the regular trade channels into byproducts. Such
arrangements are now 1n effect for the walnut and raisin industries.
The purchase of excess supplies for relief purposes, and their removal
from commercial channels, have like effects.

Some agreements and licenses control prices paid to producers.
To be effective in most cases such action must be coupled with some
control over supplies marketed or over marketing and distributing
practices. Wherever possible, the administration has avoided direct
E}'ice fixing in connection with marketing agreements and licenses.

any of the early agreements, including those relating to peaches,
olives, and milk, provided- for fixed prices to producers and fixed
resale prices. This involved the fixing of processing or distribution
margins. Price fixing of this character necessitates either a satis-
factory compromise as to the size of the margin or regulation of the
spread in price between producer and consumer. Such regulation
would require administrative machinery and procedure similar to
that which the Interstate Commerce Commission has been developing
for a generation. As a matter of fact, it is doubtful whether process-
ing and distributing margins can be dealt with satisfactorily through
marketing agreements. In most cases the A. A. A. will sponsor the
direct control only of prices paid to producers, and not then unless
price control goes along with some measure of supply control or
regulation of market prices.

The Milk Licenses

In the case of milk licenses, which provide for minimum prices
to producers, the classification of milk according to its use, the equali-
zation of sales opportunities and of surplus burdens among pro-
ducers, and other protective measures are all interwoven with prices,
and with the problem of increasing the income of milk producers.
In most cases the minimum-price provisions of the licenses have been
of direct value to producers by affording reasonable price stability
and by protecting producers against the past practice whereby
farmers bore the brunt of dealers’ price wars. Under the licenses,
prices may be so determined as to make for a reasonably compact
milk shed without having any of the objectionable features of fixed
territorial boundaries or certificates of necessity. For example, by
requiring through a license that all distributors pay the same price
for milk used for similar purposes, it is possible to remove the chief
incentive which the distributor has to go out and develop new sources
of supply when such supplies are not needed in the market. Fur-
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thermore, by requiring that all distributors participate in a poolin,
plan for a particular market it becomes impossible for a group o
producers either to undersell the market or to obtain higher average
prices than are received by other producers similarly situated.

Experience in connection with milk licenses also indicates that
the provisions of these licenses affecting practices in the distribution
of milk have been quite important as a means of improving the
income of producers. For example, each license provides for check-
testing and check-weighing services, which are designed to protect
producers against unscrupulous practices. In some cases the reduc-
tion or elimination of transportation or other handling charges have
been directly reflected in higher net prices to producers without any
change in wholesale prices. It has also been possible to give pro-
ducers more protection against credit losses through nonpayment by
financially irresponsible dealers.

One Danger in Marketing Agreements

Some of the marketing agreements operate to raise prices by
reducing the supply available for consumption. In these agreements
there is frequently the danger, therefore, that those involved will
make the same mistake that some urban industries have made—
that they will curtail supplies excessively for the purpose of main-
taining prices at too high a level. The nature of the farming
business and the psychology of the farmers themselves are a partial
safeguard against too great a restriction in volume. Furthermore, in
the agreements which it has approved the Agricultural Adjustment
Administration has taken great pains to avoid this unfortunate out-
come. Nevertheless, it is to be expected that from time to time pres-
sure will come from some agricultural groups operating under mar-
keting agreements similar to that which is frequently exercised by
certain groups interested in factory production.

PROTECTION OF CONSUMERS

It is expressly stipulated in the Agricultural Adjustment Act that
the interests of consumers shall be protected. Farm production
shall be adjusted, the act declares, “at such a level as will not in-
crease the percentage of the consumers’ retail expenditures for agri-
cultural commodities, or products derived therefrom, which is re-
turned to the farmer, above the percentage which was returned to the
farmer in the pre-war period August 1909 to July 1914.” In other
words, for the protection of consumers, the measure sets a limit to
the level to which farm commodity prices may be raised by crop
adjustments or marketing agreements.

‘While, as consumers, people naturally desire that prices of things
they buy shall be low, it is important to recognize that the permanent
public welfare, including the welfare of consumers, suffers when
prices are forced down to levels not consistent with efficiency in
production and distribution. During the depression, farm com-
modities were available to consumers at very low prices. This re-
sulted mainly from a fall of farmers’ returns far below the profit
line. It did not mean a permanent lowering of consumer costs, and
there was involved in it no reduction in the margins of processors,
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distributors, or handlers. The reduction in consumer prices came
almost entirely out of the farmers’ returns. It was clear that, un-
less farm prices were brought back into balance with prices of goods
bought by farmers, many farmers ultimately would be driven out of
production, at which time consumers would have to pay unduly be-
cause of the resulting shortage of food. Consumers were suffering
in another and more immediate way. The impairment of farm
buying power caused unemployment in the cities and helped to bring
about a general disorganization of the economic system. Thus the
producer and consumer have both been victims of wide swings from
surplus to scarcity, and of the extreme cycles of low and high prices.

The efforts of the Agricultural Adjustment Administration to
raise the income of farmers in many cases involve higher prices to
consumers. But so long as these increases are not diverted into non-
farm channels and so long as the share of the consumers’ dollar
received by farmers is not greater than that received by them in the
pre-war period, this does not conflict in any way with legitimate
protection of the consumers’ interests. On the other hand, the in-
creased income received by farmers actually helps consumers because
it means increased buying of city-made goods by farmers. increased
employment, and increased business activity all around.

Consumers, in other words, derive their fair share of the general
advantage that results from a healthy economic condition in agricul-
ture which is based upon fair prices to farmers. Reasonable remu-
neration of agriculture for providing the Nation with its food and
fibers is not a burden upon consumers so much as it is an assurance
to them that efficient production at fair cost will continue.

Interdependence of Farmer and Consumer

But just as there can be no more than a false or transitory advan-
tage to consumers in ruinously low farm prices, there also is no
enduring gain for agriculture in discriminations against the con-
sumers. Farmers generally show a growing understanding that
agriculture relies, for sustained progress, upon rising consumer buy-
ing power. This interdependence of farmer and consumer is a vital
factor to be considered in planning all steps for economic recovery.

The Consumers’ Counsel of the Agricultural Adjustment Adminis-
tration has undertaken to provide protection for consumers under
the provisions written into the Adjustment. Act. Its work is a
specific recognition of the mutual interests of farmers and con-
sumers. Scrutiny of pending adjustment programs, marketing
agreements, and codes from the point of view of consumer welfare,
and examination of their economic effects on consumers, after they
are in operation, are special functions of the Consumers’ Counsel.
The Consumers’ Counsel represents the consumer interest in public
hearings on agreements and codes, and advises the administration
in the drafting of their provisions as they affect the consumer. It is
important that provisions in marketing agreements and codes shall
not be employed either openly or covertly to convey governmental
sanction of excessive margins of processors and distributors, to
widen spreads which already may be unjustifiable on economic
grounds, or to disregard in any way the consumer or public interest
in trade arrangements between organized producers and processors.



THE PAST YEAR IN AGRICULTURE 33

The Consumers’ Counsel has proved increasingly useful in its
functions. It has protected consumers by giving publicity in in-
stances where efforts were made to pyramid processing taxes and so
to make these taxes an excuse for profiteering under cover of adjust-
ment programs undertaken by the Administration in the interests of
farmers. As a matter of routine, the Consumers’ Counsel tabulates
and makes public information on the current consumers’ prices of
farm goods, and the relationship between those prices and the farm
prices for the same commodities. In general, though the Consumers’
Counsel is new and experimental, it may be said in all its work to
emphasize usefully a very important principle—that recovery is not
simply an affair of monetary gains, but that such gains must be
translated into real income for the community as a whole.

PROCESSING TAXES

Few, if any, taxes have been popular. But most of us realize that
if we abolished taxes we should at the same time abolish police pro-
tection, public schools, public roads, and many other necessary things.
If we abolish the processing taxes, with nothing to take their place,
we shall have to abandon our efforts to balance farm production with
the market demand under the Agricultural Adjustment Act.

What actually happened to farm prices, to city retail prices and
to processors’ and dealers’ margins after the processing taxes went
into effect? Preliminary studies made in the Department of Agri-
culture were reported in Agricultural Adjustment: A Report of Ad-
ministration of the Agricultural Adjustment Act, May 1933 to Feb-
ruary 1934. Preliminary studies made by other research organiza-
tions have appeared in technical publications such as the Journal of
Farm Economics. Such studies, though as yet incomplete, agree in
their general conclusions.

They indicate—

(1) That the margins of processors and dealers (the spread be-
tween the prices they pay to the farmer and the prices they charge to
the consumer) have been generally widened just about enough to
cover the payment of the processing taxes and other increased costs,
such as higher wage levels. There is little evidence of pyramiding
except in a few industries and over short periods. Thus, the only
possible loss sustained by processors and middlemen on account of
the crop-adjustment programs is from a reduction in the amount of
their business.

(2) That, considering the combined effects of reduced produc-
tion, the collection of the processing taxes, and the payment of bene-
fits to farmers, the net result has been to increase prices paid by con-
sumers and to increase the incomes (including market prices and
benefit payments) received by farmers cooperating in the adjustment
programs.

Effects Upon the Consumer

City retail prices of food from the low point in March 1933 to
June 1934 rose 20 percent. Not all of this rise resulted from the
processing tax-production adjustment program. Part of it was due
to short crops of wheat and potatoes, part to the devaluation of the
dollar and the resulting rise in the prices of export commodities, and
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part to an improvement in consumer buying power. During this
same period pay rolls in manufacturing industries went up much
more than did food prices. Similar comparisons based on other
months give the same general conclusions—that incomes of wage
ea.rgers in the cities have increased more than have the prices of
foods.

The wheat tax of 30 cents a bushel represents about three-fourths
of a cent a pound of flour which sells in city stores for about 5 cents,
or about one-half cent on a pound loaf of bread costing the consumer
an average of 8.9 cents on August 14, 1934. The cotton tax of 4.2
cents a pound represents about 8 cents on a pair of overalls costing
$1.60; less than 8 cents on a sheet costing $1.30; about 314 cents on
work shirts costing 90 cents; or about 1.1 cents on a yard of un-
bleached muslin selling for 14 cents. The hog tax of $2.25 repre-
sents about 414 cents on a pound of retail pork cuts. The Bureau
of Labor Statistics reported that on.August 14, 1934, sliced ham cost
consumers an average of 39.6 cents; picnics, 15.6 cents; loin roast,
20.6 cents; sliced bacon, 29.8 cents; and lard, 11.3 cents. It will be
seen that in all cases the processing tax accounts for only a small
part of the prices paid by consumers for farm products.

Two provisions in the Agricultural Adjustment Act protect the
consumer against excessive increases in food prices. The use of
processing taxes, production adjustments, and benefit payments is
limited (1) to restoring the purchasing power of farm products to
the pre-war relationship, and (2) to restoring to the farmer the pre-
war percentage of the consumers’ dollar. These provisions are a
definite safeguard against any unfair or exorbitant increases in the
prices of food or other agricultural goods as a result either of proc-
essing taxes or of production adjustments. Moreover, the city
worker will benefit indirectly but surely from an improvement in the
farmers’ buying power.

High Cost of Doing Nothing

Farm readjustments could be made without benefit payments, and
therefore without the use of processing taxes, if we were willing to
pgf the price. From past experience, however, we may be sure that,
unless the farmers were helped or forced to make such adjustments,
they would be made too slowly. Meantime, hundreds of thousands
of farm families would be pauperized, and the depression in both
town and country would be indefinitely prolonged. One possible
method of bringing back a desirable balance between production and
consumption would be a policy of not interfering with the working
out of economic laws. If the prices of wheat, cotton, hogs, and other
agricultural commodities fell low enough and stayed low long
enough, many farmers would be forced to give up their farms. This
would reduce production. Thus a balance between production and
consumption would gradually be brought about without any assist-
ance from the Government. But thousands of farm families would
be left destitute if the Government adopted the policy of not
interfering.

Instead of leaving necessary adjustments to the individual farmer,
the Government might compel him to make them, or might penalize
a refusal to make them. It might license all farmers and regulate
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their acreages and the number of their farm animals. This would
be a direct attack on the problem, which might bring about necessary
readjustments in a short time. It is doubtful, however, whether
farmers would accept such compulsory regulation, except as a last
resort. Compulsory regulation should not be attempted if readjust-
ments can be accomplished through voluntary cooperation. In no
case should it be attempted unless practically all farmers want it.

The farmer who is not willing to cooperate in production adjust-
ments might be penalized by taxes or by other means. This would
not amount to compulsory regulation. No farmer would be com-
pelled to adjust his production. But the penalty for declining might
be so severe that he would prefer to make the necessary adjustments.

The principal method followed up to the present is that of volun-
tary cooperation, with the payment of benefits to the cooperator.
It 1s supplemented this year, in the cases of cotton and tobacco, by
penalties on the noncooperator. Processing taxes are the only source
of revenue from which the benefit payments are made. If processing
taxes should be abolished, no substitute being provided, there could
be no benefit payments. The whole adjustment program would be
at an end. Critics of the processing taxes have not suggested any
other means of financing the adjustment of production. Some
alternative must be found before we can consider dropping the
processing taxes.

Some Advantages of Processing Taxes

The processing taxes have advantages over other kinds of taxes.

They are easy and inexpensive to collect and difficult to evade.
The revenue obtainable can be forecast with a high degree of accu-
racy. It is doubtful if any other form of tax would offer as sure
and steady a source of revenue. Furthermore, the processing taxes
apply only to the domestically consumed portion of the products
taxed. They do not penalize the exporter. The farmer is not taxed
on his production of foods processed for his own use. Also, the rates
of the processing taxes can be easily and quickly adjusted to meet
changing market conditions. Such flexibility would be difficult to
achieve with other methods of getting revenue.

In the case of hogs, the processing tax tends to penalize the non-
cooperator. Unless supplies are reduced it falls, to some extent, at
any rate, on the producer. The cooperating farmer receives com-
pensation in benefit payments. The noncooperator, of course, does
not. And in addition, he has to wait until the market supplies are
reduced by the adjustments of cooperaing farmers before getting
any relief in the shape of higher prices.

Some Disadvantages

There are also some disadvantages in the processing taxes.

Some economists maintain it is wrong to tax raw materials and
contend that the tax should be imposed only on finished goods. They
believe a tax on raw materials is pyramided, so that prices to the
consumer are raised by much more than the amount of the tax. But,
as was said earlier, there is very little evidence of any general pyra-
miding of the processing taxes.
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The processing taxes may tend to lower the prices of some farm
products below the levels which might exist if the adjustment pro-
gram were financed by some other means. But this may induce
more farmers to cooperate in production adjustments. Benefit pay-
ments and adjustments of production furnish adequate compensation.

Perhaps the most common objection to the processing taxes is that
they increase retail prices. Studies indicate that practically all the
wheat processing tax and most of the cotton processing tax pass to
the consumer in the form of higher retail prices. Heavy Federal
purchases of hogs were necessary when the hog processing tax first
went into effect to sustain the market price of hogs so that the tax
would not fall mostly on the producer. With reduced suﬁplies
resulting from the adjustment program, the tax is now being shifted
to the consumer without the support of Federal buying in the market.

Wherever the adjustment program is successful, it will mean
either higher retail prices or a decided reduction in the charges of
dealers and processors. These intervening charges are very high,
and means to reduce them should be sought. But the problem is
difficult and complicated. So far no one has proposed a workable
plan for a general reduction of the costs of transportation, process-
ing, and marketing. Meantime the only way of increasing farm
prices is through the increase of city retail prices. Fortunately a
moderate increase in retail prices fenerally means a substantial in-
crease in the prices received by farmers. Prices high enough to
make farming pay are necessary. Such vrices should not involve
any injustice to the consumer.

The Most Serious Objections

The most serious objection to the processing tax, and one which
merits careful consideration, is that the greatest burden falls on the
poorer people. This is an important and legitimate criticism of the
processing taxes. It should be remembered, however, that in pro-
portion as the farm adjustment succeeds it will stimulate urban
employment. This will furnish an important offset to any rise that
may take place in the cost of living.

It might be possible to obtain the revenue necessary for benefit
payments either by increasing the rates of existing Federal taxes or
by providing for some new form of tax. Two possible sources of
revenue would be: (1) an increase in the rates of income taxes and
(2) a sales tax applied either to all commodities or to a group of
commodities which might be classified as luxuries. If provision
were made for financing benefit payments either from increased in-
come taxes or from a general sales tax, the program would not be
so great a burden on poorer people as is the processing tax.

Another source of revenue would be a tax on the profits of proces-
sors and distributors of farm products, or possibly a general tax
on the profits of industrial concerns. It would be difficult for
middlemen to avoid a substantial part of the burden of such a tax
and it probably would have a tendency to reduce middlemen’s
charges and to bring about a narrower spread between the farm
prices and the city prices of some commodities. Theoretically there
1s merit in such a tax. Practically, it would be difficult to work out
satisfactorily. The income which might be obtained would be un-
certain and would vary greatly from year to year.
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Alternatives Should Be Considered

However, there should be careful consideration of possible alter-
natives to the processing taxes. There may be other possible meth-
ods in addition to those above outlined. The ideal requirement is a
method which will provide adequate and sure revenue, which will
be easy and inexpensive to administer, and which will not unduly
burden consumers of low income.

FARM REAL ESTATE TAXES

Measurable relief from taxes came to agriculture in 1933, and
1984 promises additional relief. Farm real estate taxes reached a
peak in the United States in 1929. In that year the average tax per
acre for the country as a whole was 58 cents. This may be compared
with an average of 24 cents in 1913. After 1929 the average farm
realty tax per acre began to decline. In 1932 it stood at 46 cents,
or 21 percent below 1929. Between 1932 and 1933 there was an addi-
tional reduction of about 6 cents an acre, judging from data already
assembled from 23 States. Probably the average tax per acre for
1933 was about 39 cents, or 33 percent less than it was in 1929.

Naturally the tax reduction varied by States and regions. In
California, for example, average farm real estate taxes per acre de-
creased from 94 cents in 1932 to 65 cents in 1933. On the other hand,
in Mississippi the tax increased from 52 cents to 55 cents. Generally,
the greatest reductions took place in the far Western and Middle
Western States. Part of it resulted from a curtailment of social
services and from salary cuts. In some States public borrowing per-
mitted tax reductions. Farmers in many States obtained partial
relief from the general-property tax through State laws providing
revenue from other sources.

Nine States in 1933 allocated the proceeds of sales taxes to the
support of public schools. Two States diverted to the schools the
proceeds from increases in taxes on gasoline and lubricating oils.
Three States provided that all or part of the revenue from newly
levied income taxes should be devoted to the public schools. Federal
funds to supplement teachers’ salaries became available in 1934.
Possibly farm taxes would have been reduced without this State and
Federal assistance to the schools, but the rural school system would
have suffered. Because the aid was forthcoming, the proportion of
the total cost of government borne by the general-property tax was
reduced.

Besides benefitting from a reduction in the amount of their taxes,
farmers benefited from a decrease in the burdensomeness of the
charges. They had more income with which to pay. Individual
taxpayers find taxes bearable or not as their income varies. Hence
the better measure of farm-tax burdens is not the amount levied per
acre but the proportion that the taxes constitute of the gross farm
income. Between 1932 and 1933 the gross farm income per acre
increased more than 20 percent, while at the same time the real-estate
tax per acre decreased between 10 and 15 percent. Hence the tax per
$100 of gross income in 1933 was only about two-thirds what it was
in 1932 and about the same as in 1930.
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Farm Aid Through Taxation

Farm taxation, however, is only a part of the broader field of
public finance. In the last year and a half farmers have seen this
fact emphasized in ways to their advantage. They have had good
reasons in the past to complain about the distribution of tax bur-
dens. Excessive dependence on the general-property tax by State
and local governments has frequently hurt them. Under new Fed-
eral legislation, notably the Agricultural Adjustment Act, taxation
furnishes direct benefits to agriculture. Revenue for the rental and
benefit payments which last year increased the gross farm income by
one-fifth came from processing taxes. Benefit resulted to agriculture
also from another change in public finance, namely, monetary de-
valuation, which raised prices and redistributed wealth to the
farmers’ advantage.

Federal expenditures, dependent as the last resort on taxation,
benefited agriculture by relieving unemployment. Food and work
furnished to the unemployed increased consumption and helped to
raise farm prices. Federal funds for these purposes did not involve
any increase in direct taxation of agriculture, since they did not come
from taxes on general property. Federal, State, and local policies
reduced farm-tax burdens during 1933 and 1934 in three distinct
ways. They reduced tax charges absolutely, raised farm prices, and
thereby enhanced the farmer’s power to pay the remaining taxes, and
tappg new sources of revenues for direct and indirect agricultural
relief.

COTTON

When the Agricultural Adjustment Administration initiated the
cotton-adjustment program 1in 1933 cotton was selling at about
6 cents a pound on the farm. The world supply of American cotton
was about 26,000,000 bales, and had been near that record level for
2 years. Furthermore, cotton acreage had increased tremendously.

any farmers had no other cash crops to which they could turn,
and low returns from cotton impelled them to increase their produc-
tion in order to meet, as nearly as possible, their cash expenses inci-
dent to production and living. Labor drifting from the cities to the
cotton States also strengthened the impulse to grow more cotton.
As the season advanced, it became evident that the large acreage
and good growing conditions would result in a big crop. Had cotton
reached maturity on the entire acreage planted the output would
have exceeded 17,000,000 bales. The world’s supply of American
cotton would have been more than 29,000,000 bales. The cotton-
adjustment program for 1933, therefore, aimed to withdraw 10,000,
000 acres from production, or the equivalent of 3,000,000 bales. A
considerably greater adjustment was desirable and would have
been attempted had circumstances permitted. Actually the program
resulted in a withdrawal from cotton production of 10,500,000 acres,
on which area average 1933 yields would have given 4,500,000 bales.

For withdrawing this land from production, 1,032,000 producers
received from the Government approximately $112,600,000. They
also received options on a quantity of Government-owned cotton,
on which they made a profit of more than $50,000,000. The 1933
cotton crop was limited to 13,047,000 bales, and the world’s supply
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was reduced from 26,000,000 to 24,600,000 bales. This adjustment,
with an improvement in the demand for cotton and with the reduc-
tion in the gold content of the dollar, raised the average farm price
of cotton for the 1933-34 season to 9.7 cents per pound, as compared
with an average of 6.5 cents per pound received for the 1932-33
crop. The farm value of the 1983-34 crop was $717,007,000, as
against $483,912,000 in 1932-33. Including benefit payments and
profits on options, the gross farm value of the 1933-34 crop was
nearly $880,097,000.

After a series of meetings with farmers and others interested in
the price and production of cotton, the Agricultural Adjustment
Administration formulated a program for 1934 which called for an
acreage reduction of approximately 40 percent of the average acre-
age planted to cotton during the period 1928-32. The campaign was
launched in January 1934, and approximately 1,000,000 producers
contracted to keep roughly 15,000,000 acres out of cotton production.
The reductions constituted about 38 percent of the base acreage of
the cooperating producers.

Payments to Producers

Payments to producers, as compensation for this reduction, were
of two types. There was a rental payment amounting to 81/ cents
per pound on the average per acre yield of the land taken out of
prodygction, and a parity payment, guaranteed to be not less than 1
cent a pound on the domestically consumed proportion of the base
production. The domestic consumption of cotton during the base
period, 1928-32, averaged 40 percent of the production. The con-
tracts stipulated that managing share tenants should receive half of
the rental payment, and that all tenants, including croppers, should
share in the parity payments to the same extent that they shared in
the crop. The total rental payments will be about $90,000,000 and
the parity payments around $27,000,000, giving a total compensation
from the Government to the farmers for the 1934 cotton acreage
reduction of something like $117,000,000.

During the course of the 1934-35 sign-up campaign legislation
was introduced in the Congress for the purpose of making compul-
sory the cooperation of all cotton producers in production-adjustment
programs. This legislation seemed to meet with widespread support
among cotton farmers, particularly contract signers. The Secretary
of Agriculture, in order to ascertain the true sentiment of cotton
producers, sent out more than 40,000 questionnaires in January 1934
to representative cotton producers requesting their opinion regard-
ing legislation then pending in Congress designed to limit within an
estimated market demand the quantity of cotton that could be ginned
and sold in any one year.

The results of the questionnaire survey indicated that an over-
whelming majority of cotton producers favored compulsory control
of production. Congress passed the Cotton Act, commonly known
as the Bankhead Act, on April 21, 1984. It represents a plan that
met with the approval of the majority of cotton producers heard
from in the questionnaire survey. The measure is effective for 1
crop year, from June 1, 1934, to May 31, 1935, and for a second crop
year should the President find that a continuation of the emergency
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requires it and that the Secretary of Agriculture finds that two-
thirds of the cotton producers favor it.

Specifically, the Bankhead Act provides that 10,000,000 bales (500
pounds net weight) may be ginned free of the ginning tax in the
crop year 1934-35. This amount of tax-exempt cotton 1s allotted to
individual farms on the basis of the production history of each farm.
The act also exempts cotton of 114-inch staple length and cotton
produced on publicly owned agricultural experiment stations. Other
cotton above the 10,000,000-bale exemption is subject to a tax of 50
percent of the average central market price of 7-inch Middling spot
cotton. In any case, the tax is to be not less than 5 cents per pound.

As a result of the voluntary adjustment and of action under the
compulsory features of the Bankhead Act, approximately only
28,000,000 acres were planted to cotton in 1934. Low yields on this
reduced acreage produced a crop estimated in October at 9,443,000
bales. The world supply of American cotton for the 1934-35 cot-
ton marketing year will be below 20,000,000 bales, as contrasted
with 26,000,000 bales when the adjustment programs started. The
changed supply position caused a sharp advance in cotton prices. In
August 1934 the farm price averaged 13.1 cents a pound.

A Long-Time Cotton Program

In a program designed to increase the returns of American cotton
growers, not merely for a single season but for a long period, it is
necessary to determine the point to which cotton prices may be raised
without unduly stimulating foreign competition. Cotton production
in this country has been developed to meet the demands of the world
market. Ordinarily we sell more than half our crop abroad. Loss
of this foreign market would force cotton growers to cut their acre-
age to less than half its normal size. In formulating the adjust-
ment program for 1933 and for 1934 the administration did not
ignore the possible effect on foreign competition. With an immense
carry-over in existence, however, the danger of causing important
foreign expansion was not imminent. Acreage reduction in the
United States was appropriate for 1933 and for 1934. But it is
obvious that a policy based on the existence of a large surplus may
need to be changed as the surplus disappears. In what manner and
to what extent our cotton production should be adjusted to the supply
situation as it now stands should be carefully considered.

More than 50 foreign countries grow cotton, and their producers
react to price changes just as ours do. In the period 1921-25, when
bollweevil damage in this country threw doubt on our ability to
continue supplying the world demand, foreign cotton acreage, exclud-
ing that of Russia, rose from 28,200,000 acres to about 40,800,000
acres or 45 percent. A part of that increase would have occurred,
even with normal crops in the United States, since the depression
and low prices of 1920 and 1921 resulted in an acreage in forei
countries in 1921 somewhat smaller than in the years immediately
preceding. Following the price slump of 1929 foreign acreage de-
clined, but it was increased by more than 4,000,000 acres in the
1933-34 season, when it was the largest on record. However, the
estimated 1933-34 foreign acreage excluding Russia, whose marked
expansion in cotton acreage under the Soviet Government has been
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independent of the movement of prices in the markets of the world,
was somewhat less than the previous peak. Early reports indicate
that there was probably a further increase in foreign acreage from
which the 1934-35 crop is being harvested. There are possibilities
for substantial cotton-acreage expansion in India, Africa, Russia,
China, and South America, and the extent of the expansion which
occurs will depend to a considerable extent upon prices.

Foreign Competition Should Not Be Overemphasized

American growers should bear these facts in mind, without over-
estimating their significance. They do not warrant a return to un-
regulated production in order to hold this country’s position in the
world market. Foreign cotton production, in many countries, meets
with great difficulties of climate, soil, labor, and transportation.
Cotton production cannot be expanded very rapidly in these coun-
tries. It is easier for the United States than for the competing coun-
tries to adjust the output of cotton to a rising demand. No single
large area anywhere else in the world is so well adapted to cotton
production as the southern part of the United States. Our natural
advantages in the production of this crop do not vanish when we
eliminate the irre garities of supplies and adopt a program of pro-
duction control. Production control is not a matter of rushing from
one extreme to the other—but simply of continuing to adjust the
production to the demand, foreign and domestic.

Specifically, the problem is to ascertain, as nearly as possible, the
quantity of cotton that will give the best net return—not for 1 year
or for 2, but for a long time. By curtailing production very greatly,
we could temporarily raise the price of cotton to a high level.
Simultaneously, however, this would encourage foreign competition.
Opinions vary as to the price that would strongly stimulate foreign
expansion. Much depends upon the value of the dollar relative to
gold and to the currencies of other countries, and upon the price of
cotton as compared with the prices of alternative products and with
costs of production.

Up to the present the American cotton policy stands justified by
its results. Foreign countries produced more cotton last year than
they did the year before, but a large part of the increase would have
occurred regardless of the cotton program in the United States, as
most of the 1983-34 foreign crop had already been planted before
our program was even decided upon. The prosperity of the Ameri-
can growers has been enormously enhanced by the adjustment pro-
grams conducted during the last 2 years, because these programs have
helped to correct an unbalanced supply position. It does not follow
that still more prosperity could be gained by creating an artificial
shortage.

We gwish to retain our foreign market; and this means that we
must continue to supply it at moderate prices. But we do not wish
to keep prices ruinously low on the assumption that any improve-
ment through the elimination of the surplus will cause a loss of our
foreign markets. We must not, therefore, permit an increase in
foreign production to stampede us back into overplanting. Our
cotton policy has succeeded thus far because it operated to make an
adjustment to the demand. That is the formula for its success in
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the future. It will be more difficult to apply, now that the problem
is to steer between extremes. The principle, however, remains
unchanged.

WHEAT

In the wheat adjustment, two elements are equally important—the
cooperation of American farmers and the foreign response. This
country produces wheat partly for the world market. Normally,
therefore, the world market determines the price both for the wheat
exported and for the wheat consumed at home. In exceptional cir-
cumstances, such as those that have prevailed during recent years,
the American price may rise above the world price. But this is a
wholly abnormal relationship, which could not endure if a normal
crop were sold in the usual way. Ordinarily we have a substantial
surplus for export, and as long as that condition continues it is
necessary to combine the adjustment of production at home with
an effort to obtain supporting action abroad. The United States
could not assume the entire burden of bringing world wheat pro-
duction into line with the world demand. Without exports, we
would have to reduce wheat acreage to about 75 percent of our
previous average acreage, and that is a greater permanent reduction
than it seems desirable to make. Furthermore, this action would
not suffice for the world readjustment unless other countries took
themselves in hand.

Accordingly, the Agricultural Adjustment Administration coupled
its program for adjusting the American wheat acreage with an
attempt to enlist the cooperation of other countries, both exporters
and importers of wheat, in a world adjustment. Such an adjust-
ment is possible. Taking the world as a whole, yields of wheat are
remarkably stable from year to year, despite annual variations in the
yields of different countries. In other words, in the long run man
1s a very important factor in determining the production. The
acreage as well as the weather is a governing factor. In recent years
the world’s wheat acreage has increased in spite of a declining world
demand. Exporting countries and importing countries alike have
an interest in promoting a more rational adjustment. This common
interest found expression in the international wheat agreement of
1933, in the negotiation of which the United States took the in-
itiative. Under the terms of this agreement, exporting countries
accepted export quotas for the 1933-34 crop season and undertook
to restrict their production in 1934, while importing countries prom-
ised not to encourage further wheat expansion within their own
borders and to diminish their import restrictions as wheat prices
advanced. The arrangement, a logical counterpart of our acreage
adjustment, encouraged the hope of effective world cooperation.

Influence of Weather Conditions

Unfortunately weather conditions in both hemispheres upset all
calculations last year, and to a still greater extent this year. Sea-
sonal conditions do not affect the logic of acreage adjustment for the
long pull, but they may seriously interfere with immediate action.
Drought in the United States reduced the 1933 wheat crop to less
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than 528,000,000 bushels, as compared with 932,221,000 bushels in
1931.  On the other hand certain other countries, notably Argentina,
had unexpectedly large crops, while France, Germany, and Italy, had
phenomenally large crops for the second year in succession. This
change in the situation prevented universal adherence to the export
quotas fixed in the international agreement. Argentina would have
had to denature a large part of its crop in order to comply with the
pact, which required a reduction of shipments without any increase
in the carry-over. Argentina declared itself unable to do this, and
requested a readjustment of the quota. It proved impossible to reach
an agreement before Argentina had to begin seeding wheat for the
1934 crop. In consequence Argentina has not made the promised
adjustment in production for 1934.

But the agreement was successful in that wheat acreage in 1934
dropped not only in the United States but in Canada and Australia,
and even to a slight extent in Argentina. Certain wheat-importing
countries, including Italy, France, and Germany, reduced their acre-
age likewise. France and Italy conducted reduction campaigns, and
France passed acreage-restriction laws. The influence of all these
reductions combined, however, was negligible in reducing production,
as compared with the influence of unfavorable weather in many
countries. In 40 countries of the Northern Hemisphere, the esti-
mated wheat production for 1934 is only 2,878,768,000 bushels, as
compared with 3,149,007,000 bushels in the same countries last year.
In the United States the crop was below 500,000,000 bushels, the
smallest in 40 years. It fell over 100,000,000 bushels below domestic
requirements, and foreshadowed a reduction of our domestic carry-
over to normal by the end of the 1934-35 marketing season. This
tremendous change in the supply position naturally lessens the im-
mediate need for acreage adjustments, and makes world cooperation
toward that end more difficult to achieve.

Elimination of the wheat surplus in the United States by 1935 is
a possibility. Acreage adjustments and the weather have done in
2 years the larger part of a job that seemed likely to take 5 or 6.
In consequence, wheat prices have risen. The average farm price in
the United States in September 1934, was 92.2 cents a bushel, as com-
pared with 32.9 cents 1n January 1933. But rising prices do not
benefit farmers with little or nothing to sell. There 1s more calamity
than benefit in the adjustment of supplies through drought. Yet
acreage tends to rise if prices do, and acreage adjustment will be
more difficult than it was before the surplus disappeared. Continued
restriction of the American wheat acreage will be justified if com-

eting countries likewise recognize the need for acreage adjustments,
Eut not otherwise.

Limitations of Reduction Policy

Only by putting our wheat industry completely on a domestic
basis could farmers get permanent price gains throu(%h acreage re-
strictions alone. Putting it on a domestic basis would be very diffi-
cult; for temporary price gains would tempt farmers back into large
production for export. acking world cooperation, the United
States will have to reconsider its whole wheat program, and possibly
to contemplate renewed production for export at highly competitive
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world prices. Within the United States returns to wheat farmers
could be maintained above the world level, through making adjust-
ment payments under the Agricultural Adjustment Act. Now that
the wheat surplus of the depression period has disappeared, we must
adjust the production with an eye to the whole situation, both foreign
and domestic, and should not commit ourselves to a program of
indefinite restriction, regardless of conditions abroad.

Within the United States the wheat-adjustment campaign has defi-
nitely increased the income of wheat farmers. Through processing
taxes, the plan has paid its way. Growers have done their part, an
the administration has distributed among them adjustment payments
totaling more than $98,600,000. This sum was due on the 1933 crop,
in accordance with the terms of acreage-reduction contracts. It
was paid in two installments. In 1933 a sign-up campaign brought
the growers of nearly 80 percent of the Nation’s wheat into coopera-
tive production adjustment. They undertook in 1934 to reduce their
acreage by 15 percent from the 1930-32 acreage, and by 10 percent
in 1985. The contracts covered 585,000 farms, aggregating over
52,000,000 acres, or 80 percent of the average wheat acreage in the
years 1930, 1931, and 1932. Participating farmers withdrew more
than 8,000,000 acres. Other farmers, however, increased their wheat
seedings, so that the net reduction in seedings was approximately
7,000,000 acres.

Under ordinary conditions this reduction in acreage would have
reduced the season’s crop by at least 85,000,000 bushels. Drought of
extraordinary extent and severity overshadowed the acreage reduc-
tion, and caused a far greater reduction in actual outturn. Under
the adjustment program the return from wheat to cooperating farm-
ers is the market price plus the adjustment payment. For the 1933
crop the farmers received average prices which, with the adjustment
payments, brought returns for the domestically consumed portion
very close to parity. The short crop of 1933, from which only
368,000,000 bushels were marketed, brought a cash income of $267,-
000,000 exclusive of the adjustment payments. The much larger cro
of 1982, from which about 524,000,000 bushels were marketed,
brought a cash income of about $195,000,000. This is an excellent
illustration of the fact that moderate crops tend to bring in more
money than do very large crops. It emphasizes the necessity of
continued adjustment. From the still smaller 1934 crop, the growers
will get about as much or more than they got from the 1933 crop.
The adjustment payments will be unaﬂ’ectef These payments con-
stitute partial crop insurance. The adjustment checks are the only
income some growers will receive in 1934.

Adjustment Payments For 1934-35

For the 1934-35 crop year the administration will make adjust-
ment payments on the same basis as it did this year. These pay-
ments will total not less than 29 cents per allotted bushel. The acre-
age reduction required will be 10 percent of the base acreage, and the
wheat-processing tax will remain at 80 cents a bushel. Probably the
adjustment machinery will work better. Farmers have the necessary
organization. They understand the program, and have acquired
administrative experience, In 1934 they organized 1,400 local pro-
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duction control associations to administer the adjustment plan in
1,757 counties. Cooperating with Federal and State officials, they
put through 585,000 contracts so efficiently that only 1,413 remained
unsettled on September 15,1934. Most of these unsettled cases reflect
unforeseen circumstances or legal complications. There have been
very few willful violations of the contracts. There should be even
fewer administrative difficulties in the future.

Nothing that has happened this year detracts from the value of the
wheat adjustment. True, drought has reduced the output far more
than the acreage cut alone would have done, and has emphasized the
need for reserves against crop failure. It has not changed the logic
of adjusting production to the probable demand. Adjustment as
such remains a desirable condition, though it may come about in
undesirable and painful ways. Had wheat acreage not been cur-
tailed by the acreage reduction, the 1934 crop would have been some-
what larger; but the growers would have been worse off. As things
were, many farmers received more income from each acre withdrawn
than from each acre seeded. In the sections hardest hit, production
would have been practically no greater had all the land been seeded
to wheat, and forage production would have been less. The adjust-
ment program furnished important crop insurance to producers
while from the standpoint of the consumer it left the situation not
greatly changed. There is enough wheat in the country for domestic
consumption, but the surplus has been eliminated.

CORN AND HOGS

For several years prior to the passage of the Agricultural Adjust-
ment Act corn and hog producers in the United States far over-
supplied the demand for their goods. They had in corn about 15
million acres above reasonable requirements. They were sending to
market annually millions of hogs more than the market could absorb
at remunerative prices. Foreign takings of our hog products had
declined so much more than our production that from seven to eight
million hogs, which previously would have gone abroad annually,
had to be sold in the domestic market. As a result the purchasing
power of corn and hogs was less than half the pre-war average. It
was too late, when the Adjustment Act was signed, to prevent an-
other overplanting of corn. Moreover, a spring pig crop 4 percent
larger than that of 1932 had been farrowed. But unfavorable
weather over part of the Corn Belt indicated that the corn crop
would probably be small. It was therefore not imperative to act
immediately for reduction of the corn output. In the case of hogs,
on the other hand, the situation in 1933 called for immediate action.

The increased number of hogs already farrowed and in the fatten-
ing pens, and the comparatively larger number of sows already bred
for fall farrowing, foreshadowed heavy production. The June 1
pig survey showed a 13-percent increase over 1932 in sows bred to
farrow in the fall. Accordingly, after consulting representatives of
the corn-hog producers, the Agricultural Adjustment Administration
launched an emergency program to reduce pig and sow numbers.
In August 1983 it began buying pigs weighing from 25 to 100 pounds
under a schedule of minimum prices, and also sows weighing not
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less than 275 pounds and due to farrow, at their regular daily prices
for packing sows on the animal’s full weight plus a bonus of $4
a head. In a buying program extending through September the
administration purchased 6,188,717 pigs and 223247 sows due to
farrow. Many packing concerns at 80 points acted for the admin-
istration in these transactions. About 1,833,650 head of the pigs were
large enough to process into meat. The lighter pigs yielded fertilizer,
tankage, and inedible grease. Meat obtained from the heavier pigs
and from the sows totaled more than 100 million pounds. It was
distributed to needy families through the Federal Emergency Relief
Administration.

This emergency program reduced market supplies of hog products
for the 1933-34 season by more than 1 billion pounds, or about 10
percent of the average annual production. Toward the end of 1933
and during the early part of 1934 the Federal Surplus Relief Cor-
poration purchased directly about 1,400,000 live hogs and approxi-
mately 100 million pounds of lard and cured products. These opera-
tions helped to keep hog products on a higher level through the
winter and spring of 1933-34 than they would otherwise have held.

More Permanent Program

Then the administration considered a more permanent corn-hog
program. In the ¥ast the gross value of the corn crop has been
greatest in years of production 10 to 20 percent below the average
normal. This fact, together with changes in the corn-hog situation
in recent years, made it desirable that corn production for the United
States as a whole in 1934 should be reduced 15 percent or more below
the average for the 2 preceding years. In hog numbers a reduction
of approximately 20 percent seemed desirable. The administration
called these facts to the attention of producers and in consultation
with their representatives drew up an adjustment program. It was
improbable tl?at all producers would participate. erefore, in order
to obtain the desired adjustment, the ac{)ministration offered the
growers a contract requiring the individual signer to reduce his corn
acreage by 20 percent and his hog production by 25 percent. The
contract was ready early in 1934, by which time county and com-
munity committees of producers had been organized to facilitate
local administration of the work.

Approximately 1,160,000 producers, representing all the States,
signed the contracts. In the Middle West, where the bulk of the
commercial supplies of corn and hogs are grown, the contracts
covered from 75 to 85 percent of the average annual production. On
the acreage withheld from corn production, participating producers
received payments from the Government at the rate of 30 cents a
bushel on the estimated yield. For the reduction in hog numbers
they received $5 per head for each 3 out of 4 head of hogs raised
on the average from litters farrowed during the 2-year base period,
December 1, 1931, to December 1,19383. As in the case of the cotton-,
wheat-, and tobacco-adjustment programs, funds for the corn-hog
production payments came from processing taxes.

The 1984 corn acreage was materially reduced below the 1932-33
acreage. According to the July crop rerort it totaled 92,526,000
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planted acres—12.3 percent below the 2-year average. The acreage
reduction in the North Central States was 18 percent of the 2-year
average. However, the acreage reduction reduced corn output far
less than did the drought. Corn production in 1934 dropped more
than a billion bushels below the annual average of about 2,600,000,000
bushels. Only about 300 million bushels of the decrease can be
attributed to the average-reduction contracts.

Factors in Corn-and-Hog Income

Income from corn and hogs depends on several important variable
factors, the separate influence of which cannot be accurately
measured. Adjustments in supply are, of course,important. But there
are other important factors, such as processors’ and meat distrib-
utors’ margins, marketing costs, consumers’ incomes, and consumers’
expenditures for pork and lard. On a given level of purchasing power,
consumers as a group tend to spend annually about the same percent-
ageof their incomes for pork and lard. In other words,their consump-
tion of hog products varies inversely with the prices. On the other
hand, the total amount of money taken for processing, distribution,
and transportation varies directly, within reasonable limits, with the
volume of hogs marketed. These conflicting tendencies complicate
the problem of reckoning the specific influence of the supply ad-
justment. It must be remembered, too, that the early sale of pigs
and sows saved about 70 million bushels of corn. The closest reckon-
ing that can be made indicates that the net benefit of the emergency
and supplemental-purchase programs substantially exceeded their
costs.

Essentially the emergency program was a price-supporting and
not a price-raising measure, It did not immediately bring about
hog-price gains. It is extremely probable, however, that without
the emergency program hog prices during the winter and spring of
1933-34 would have been below the extremely low price of December
1932. Marketings in November and December 1933 and January
1934 were very heavy, yet prices did not show more than an ex-
pected seasonal decline. It is not yet possible to estimate, with any
approach to accuracy, the economic effects of the 1934 adjustment
in corn and hog production. Not until the crops of hogs and corn
of that period have been sold will it be practicable to figure out the
results. Present indications, however, are that the benefits will be
very substantial.

For example, the total cost of hogs to packers operating under
Federal inspection was greater during the first half of 1934 by about
$80,000,000, or 87.7 percent, than during the corresponding period
of 1933. This cost figure included the processing tax which proc-
essors paid on all hogs slaughtered. The slaughter tonna%e in the
first half of 1934 was smaller than in the first half of 1933 by about
500,000,000 pounds, or 8.6 percent. For fewer hogs farmers received
substantially more. In the first 6 months of 1934 the cost to packers
per hundredweight of hogs slaughtered was $5.60, as compared with
only $3.72 in the corresponding period of 1933. It should not be
forgotten that the proceeds of the processing taxes went to producers
in payments on their reduction contracts.
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Supplementary Benefits of Adjustment

Besides improving the supply position and raising corn and hog
rices, the adjustment programs yielded important supplementary
enefits. Much of the acreage withdrawn from corn went into for-

age crops which resisted the drought better than corn would have
done, and provided additional feed. Moreover, the emergency pig
and sow program reduced hog production in advance of the drought.
Hence it enabled farmers to carry forward to the 1934 and 1935
feeding seasons a considerable supply of corn that would otherwise
have been consumed. In an unexpected manner, therefore, the emer-
gency program forwarded production adjustment in the most con-
structive sense of the term. By conserving feed it mitigated the
excessive influence of the drought upon hog production and shortened
the swing of the pendulum. Also in areas where crops were almost
completely wiped out and the livestock had to be sold, the reduction
payments became crop insurance.

In October the Agricultural Adjustment Administration conducted
referendum meetings to ascertain the views of producers as to the
advisability of continuing the corn-hog adjustment through 1935.
Forty-five States were represented in the voting. Approximately
69 percent of the farmers who voted declared themselves in favor
of a follow-up program. Accordingly the Administration decided
to offer a new plan as soon as the necessary provisions could be
worked out. The plan will probably follow the general outline of
the 1934 contract as to control requirements and benefit payments.
Many local control associations arranged separate balloting for corn-
hog farmers who did not sign contracts for 1934. One-third of the
participants in this separate balloting voted in favor of a corn-
hog plan for 1934. The others voted “ no.” Taking 1934 signers and
nonsigners together, the favorable vote averaged about 67 percent
of the total vote. About one-half of the producers eligible to vote
in the referendum did so.

DAIRY INDUSTRY’S PROBLEM

Dairy farmers benefit substantially from marketing agreements
under the Agricultural Adjustment Act, but these agreements do
not accomplish all that is necessary. They cannot deal broadly with
production throughout our far-flung dairy industry. Drought this
year reduced the dairy output temporarily, and lessened the im-
mediate need for planned adjustments of production to market
needs. Such adjustments will be necessary sooner or later, however,
because the dairy industry has more production capacity than the
market requires. It cannot achieve prosperity simply by regulating
the flow of dairy products into the market. It will have to develop
means of controlling the supply.

Dairying is the largest of our agricultural industries, and perhaps
the most complex. It is carried on in all the States, under extremely
varied regional conditions. Problems that seem local to the dairy-
men immediately concerned are really national. Whatever affects
the fluid-milk market affects also the market for butter and cheese
and other milk products, and vice versa. Some areas have sur-
pluses and others have deficits; and an adjustment program that ap-
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peals strongly to the surplus areas may not look satisfactory at all
to the deficit areas. Actually, dairying is not a single industry, but
a group of related industries, each capable of helping or hurting the
others. Unlike some of the other basic agricultural industries cov-
ered in the Agricultural Adjustment Act, dairying is on practically
a domestic basis. This makes it peculiarly dependent on the level
of domestic purchasing power.

In considering means to raise the dairy industry from the depres-
sion into which it fell after 1929, the above-mentioned facts must be
regarded as fundamental. Important also are recent developments
in prices and production. In March 1933 the index number of the
farm prices of dairy products was only 71 percent of the pre-war
average, as compared with 157 percent in 1929. Since April 1933,
however, the index has risen markedly. In September 1934 it stood
at 99 percent of the pre-war average. The price gain resulted partly
from the general improvement that has taken place in business con-
ditions and partly from the influence of the 1934 drought. Milk
production is lower now than it was a year ago, owing mainly to
reduced production per cow. As yet there has been no great change
in milk-cow numbers, which are considerably above market require-
ments. Between 1900 and 1934 the number of cows and heifers 2
years old and older kept for milk on farms increased 70.9 percent,
or from 15,253,000 to 26,062,000. Consumer purchasing power does
not yet exist to support profitably the normal production of so large
a number.

Gap Between Production and Consumption

Between 1900 and 1929 the increase in cow numbers merely kept pace
with the growth of population. During this period, moreover, the
market expanded through an increase in consumption per capita as
well as through the growth of population. . After 1929, however, milk-
cow numbers increased at a rate faster than that required tokeep pace
with the growth of population. Furthermore, the consumption per
capita declined. A widening gap had opened between production
and consumption. In certain geographic divisions the increase in
cow numbers after 1900 was much more marked than in others.
Thus in the West North Central States, the East North Central
States, and the South Central States the increases between 1900 and
1934 were 96.2, 71.2, and 98.2 percent, respectively. Hardly any
increase took place in the North Atlantic States. These regional
differences constitute a stumbling block in the way of Nation-wide
cooperation in production control.

It is noteworthy, too, that creamery-butter production increased
from 1,054,938,000 pounds in 1931 to 1,752,343,000 pounds in 1933.
A marked shift took place from the production of farm butter to the
production of creamery butter. There was also a shift from the pro-
duction of milk for the manufacture of creamery butter to the pro-
duction of milk for fluid consumption. These changes, like the
regional shifts in production, have a significant bearing on the
adjustment problem. Overproduction of fluid milk forces more milk
into butter and cheese production and complicates the relationship
between the producers mainly of fluid milk and those who produce
mainly for the manufacturing plants. When the demand for dairy
products fell off and overproduction appeared toward the end of
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1929 numerous conflicts of interest developed among various dairy
groups. As dairy production continued to increase in the face of a
declining demand, these differences increased likewise.

Following the passage of the Agricultural Adjustment Act means
became available for mitigating the struggle of competing interests.
In its original form and through subsequent amendments the measure
authorized production-adjustment and benefit-payment programs,
marketing agreements, the removal of surpluses from the market,
and the elimination of cattle affected with Bang’s disease and tubercu-
losis. The administration did not immediately launch a program
for adjusting production, but it removed quantities of butter from
the market and sponsored numerous marketing agreements. Condi-
tions, nevertheless, became worse, and toward the end of 1933 were
critical. Accordingly the administration, in consultation with rep-
resentatives of the dairy industry, attempted to work out a produc-
tion-adjustment program.

Temporary Benefit of Butter Purchasing

In undertaking the removal of surplus butter the administration
recognized that the benefit could be only temporary. It acted at the
request of dairy leaders, who pledged their support of a more thor-
oughgoing procedure looking to the regulation of production as well
as of marketing. Through various channels, the administration
purchased 51,572,265 pounds of butter, including about 11,000,000
pounds through Land O’Lakes Creamery, Inc., a cooperative organi-
zation. Nearly all this butter, and also about 6,000,000 pounds of
cheese similarly purchased, went into relief channels. The purchases
reduced excessive storage holdings of butter and cheese without ma-
terially affecting the long-time situation as a whole. It had been
expected that the dairy industry would follow up the surplus-re-
moval program with a concerted attack on overproduction. Regional
and other difficulties interfered.

In the spring of 1934 the administration invited dairy farmers
and others concerned to offer proposals for improving the dairy
situation. Many came in. They fell generally into the following
categories: (1) Allotment-benefit payment plans; (2) restrictions on
the production and sale of dairy products; (3) restrictions on the
manufacture of oleomargarine; (4) reductions in cow numbers; (5)
the drying-off of cows; %6) feed-reduction programs; and (7) Gov-
ernment advertising of dairy products. Some of these proposals
were economically unsound. Others were beyond the scope of the
Agricultural Adjustment Act. Others could not furnish quick re-
sults, and still others could not apply to the dairy industry as a
whole. Finally, the administration offered an adjustment program
for consideration by farmers at regional meetings.

The program contemplated benefit payments to farmers who
signed contracts.agreeing to reduce their sales. They were to reduce
their marketings from 10 to 20 percent, and were to get payments of
approximately 40 cents a pound on the poundage of milk reduced
below their base poundage. It was estimated that the benefit pay-
ments would have totaled about $135,000,000. Funds to pay them
would have been derived from a processing tax of 5 cents a pound on
all sales of butterfat in all forms, and from a compensating tax on
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oleomargarine. It seemed, when the administration offered this pro-
gram, that continued heavy overproduction of milk was inevitable.
It was, of course, impossible to anticipate the drought, and pro-
duction under normal conditions would have greatly exceeded
requirements.

Dairymen Not United

Dairy farmers, however, were not sufficiently united in favor of
the program. In fact, they appeared to be about equally divided for
and against it, or against parts of it. It is a fixed rule of the Agri-
cultural Adjustment Administration that no program shall be put
into effect unless a substantial majority of tEe producers affected
indicate their intention to cooperate. Accordingly the plan was held
in abeyance. Since then milk production has been so reduced by
the drought that no general dairy adjustment program was needed
during 1984. Reduced pasture and short feed supplies are tending
to hold down production, and may even result in supplies smaller
than would have been obtained by the proposed sales-reduction pro-
gram. Prices of dairy products may go higher than they would
have done under the program, and higher than is desirable. Never-
theless the benefit will not be distributed equitably among producers.
It will go largely to those not affected by the drought.

Action under the Agricultural Adjustment Act to improve dairy
conditions now includes simply: (1) The issuance of licenses setting
minimum prices to producers and carrying market stabilization fea-
tures; (2) the development or administration of marketing agree-
ments for the butter, evaporated milk, and dry-skim-milk industries;
(3) purchases of butter and cheese for distribution through relief
channels; and (4) the removal of cattle afflicted with Bang’s disease
and bovine tuberculosis. Cattle buying in the drought-relief pro-
gram of 1934 included, of course, the purchase of many dairy cattle,
but mainly this took the place of normal culling.

Elimination of Diseased Cattle

The La Follette amendment to the Jones-Connally Act appropri-
ated $50,000,000 to be used (1) in the elimination of cattle affected
with Bang’s disease and bovine tuberculosis, and (2) in the removal
of surplus dairy and beef products. Of $30,000,000 tentatively al-
lotted to disease projects, $17,000,000 has been set aside for the elim-
ination of cattle affected with Bang’s disease, and $12,000,000 for
the elimination of those affected with bovine tuberculosis, $1,000,000
remaining unallotted. Farmers signing contracts are to receive in-
demnity payments ranging up to $20 per head for grade animals and
$50 per head for purebred animals. It is contemplated that about
1,300,000 disease-infected animals will be eliminated over a period
of 18 months. This program has already been put into operation,
and will be stressed when the current glut of cattle markets en-
gendered by the movement of cattle from drought areas has subsided.

SUGAR

By means of legislation passed in May 1934, the administration
developed a comprehensive sugar program which provided the mech-
anism for the solution of difficult problems arising in an important
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agricultural industry. The legislation embodied recommendations
contained in a Presidential message to Congress dated February 8,
1934,

Sugar cane and sugar beets were made basic agricultural commodi-
ties under the Agricultural Adjustment Act and base quotas for
continental beet and cane sugar were set forth. The Secretary of
Agriculture was directed to ascertain the Nation’s annual sugar re-
quirements. He was empowered to allot quotas among the various
insular and foreign sugar-producing areas; to establish marketing
allotments for individual processors; to levy a processing tax on
sugar; to include }irovisions governing labor conditions in sugar
agreements; to purchase a substantial quantity of surplus beet sugar;
and to enter into contracts with producers for acreage control.

Broadly speaking, the sugar program sought the following ob-
jectives:

(1) To retain sugar-cane and sugar-beet production in the United
States at approximately the average level of recent years’ production.

(2) To assure fair returns to the domestic producers by means of
benefit payments made from processing tax funds.

(8) To stabilize sugar production in Puerto Rico, the Philippine
Islands, the Territory of g—Iawaii, and the Virgin Islands at a level
harmonious with consumption requirements of the United States
and with the economic welfare of the various insular areas.

(4) To arrest the decline of the imports of Cuban sugar into the
United States, so as to increase the Cuban market for American
products.

(5) And, by reducing the duty on imported sugar, to prevent a
rise in the price of sugar occasioned by the processing tax.

The Jones-Costigan amendment to the Agricultural Adjustment
Act established a base quota of 1,550,000 short tons for continental
beet sugar and 260,000 short tons for continental cane sugar. The
legislation provided that the basis for determining the annual mar-
keting quotas for the Territory of Hawaii, the Philippine Islands,
the Virgin Islands, Puerto Rico, and for foreign countries should
be the average quantities of sugar brought into the United States
from the respective outlying areas for consumption in the three most
representative years during the period 1925 to 1933. By proclama-
tion of the President, taxes collected upon the domestic processing
of sugar from the insular areas may be held as separate funds in
the names of the respective areas, and are to be used for the benefit
of agriculture through benefit payments for acreage reduction and
for the expansion ofg markets and the removal of surpluses.

Comprehensive Program Authorized

In short, the act furnished the means for a comprehensive attack
upon the problem of steadily increasing sugar production in the
United States and insular regions, which occasioned a serious threat
to prices and was primarily responsible for the substantial reduction
in American exports to Cuba in recent years. The mechanism pro-
vided in the act was necessarily complicated by the fact that the
United States depends on imports and receipts from the insular
areas for about 75 percent of its sugar, so that virtually nothing
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could be accomplished through domestic adjustments unaccompanied
by regulation of imports and adjustment of insular production.

Action to apply the various provisions of the act went forward
immediately after its enactment on May 9, 1934. A processing tax
was levied on sugar of 0.5 cent per pound, raw value. Simultane-
ously, the tariff on sugar was reduced by an amount equal to the
processing tax. By this means the administration obtains its funds
for carrying out the programs for the benefit of producers without
placing an additional burden on the consumer. To prevent the ac-
cumulation of surplus stocks of sirup, of cane juice, and edible
molasses, and depression of the farmer’s price for cane, the admin-
istration levied a yrocessing tax on these commodities of 0.125 cent

- per pound of total sugar content, as compared with the tax of 0.5
cent per pound on sugar.

The sugar consumption requirements of the continental United
States were established at 6,476,000 short tons, raw value, for the
calendar year 1934, and quota regulations were issued accordingly.
The marketing quota for United States beet sugar was 1,556,166
short tons and for cane sugar 261,034 short tons. The quotas for
Cuba and the insular areas were: Cuba, 1,901,752.14 short tons, raw
value; Philippine Islands, 1,016,185.68; Puerto Rico, 802,842.20;
Territory of Hawaii, 916,550.16; and the Virgin Islands, 5,469.81.
For foreign countries other than Cuba, a reserve of 17,000 short tons
was set aside to be allotted subsequently. Quotas of refined sugar
were also established as part of the total quotas, as required by the
act. '

On the whole positive and effective steps have been taken to sta-
bilize the continental and insular sugar industries. At the same
time adequate imports of sugar have been provided to preserve sub-
stantial foreign purchasing power for American agricultural and
other products. The insular possessions will receive compensation
out of the proceeds of the domestic processing tax placed upon their
sugars. Processing-tax funds will provide annually up to $10,-
000,000 for disbursements in the Philippine Islands in the further-
ance of agricultural benefit programs; $9,000,000 for the Hawaiian
}s%a,nds; $8,000,000 for Puerto Rico; and $50,000 for the Virgin

slands.

Adjustment in the United States

In the United States a program has been launched for the adjust-
ment of sugar-beet and sugar-cane acreage. Separate adjustment
contracts have been drawn up for sugar-beet and sugar-cane growers.
The contracts provide for adjustments of production, though not
necessarily reductions, for the crop years 1935 and 1936, and for
benefit payments for 1934, 1935, and 1936. The administration ex-
pects to make the first payment to cooperating growers before Jan-
uary 1, 1935, and another payment on the 1934 crop in the spring of
1985. Tt is estimated that these payments, the first of which will
exceed $8,000,000 and the second of which will be approximately
$4,000,000, will increase the average income of producers by more
than élOO. The provisions of the adjustment contracts are drawn
so as to permit the application of the benefit payments as partial
crop insurance.
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RICE

In dealing with rice, a basic commodity under the Agricultural
Adjustment Act, the administration moved to raise the income of
the growers through marketing agreements rather than through a
combination of processing taxes and benefit payments. It adopted
this method because the rice industry is comparatively small and
geographically compact, and because the rice growers have had
considerable experience in cooperation. The administration nego-
tiated agreements with the California rice industry and with the
southern rice industry whereby the mills agreed to minimum prices
and conversion charges and the growers undertook to control their
production through acreage allotments.

The rice acreage of the United States nearly doubled during the
World War. In 1920 it was 1,299,000 acres, as compared with
694,000 acres in 1914. Moreover, yields per acre increased gradually.
As a result the production exceeded domestic requirements and put
the American rice industry definitely on an export basis. In the
1921-22 season our rice exports amounted to nearly 20,000,000 bushels,
as compared with only 3,000,000 bushels in the 191415 season. Sub-
sequently the export movement declined, but it remained substantial.
From 1926-27 through 1930-31 the annual rice exports ranged from
10,000,000 to more than 14,000,000 bushels. A material reduction in
the rice acreage after 1930 did not take the industry off an export
basis. The exports totaled 6,400,000 bushels in 1932-33 and the rice
imports were very small.

This continuance of our rice industry on an export basis did not
signify that an adequate export demand existed. On the contrary, the
opportunity to sell rice profitably abroad steadily declined. Other
countries assisted their producers with bounties and other forms of
direct aid. Moreover, rice-importing countries were unable, owing
to the depression, to purchase their normal quotas. Meantime the
United States produced large crops. In 1930 and 1931 yields above
normal on an unusually large acreage resulted in two crops of nearly
45,000,000 bushels each.

As a consequence of the reduced export demand and of our in-
creased production, the domestic rice carry-over increased from
81,000,000 pounds in 1930 to 220,000,000 pounds in 1932. Though
the carry-over declined in 1933 to 148,000,000 pounds, it remained the
second largest on record, and prices dropped to a very low point.
Rough-rice prices, which during the period 1921-29 averaged about
$1.10 a bushel, fell to 78 cents a bushel for the 1930 season, to 48 cents
for the 1931 season, and to 42 cents for the 1932 season. In short,
the position of the rice industry was identical in principle with that
of the wheat industry, the cotton industry, the tobacco industry, and
the hog industry. Burdened with excessive production for ex?ort, it
could not get remunerative prices even for rice domestically sold.

Agreement Included Crop Control

Accordingly, on September 25, 1933, the Agricultural Adjustment
Administration approved an agreement, which included a crop-con-
trol program for 1934-85, for the California rice industry. Later an
agreement and license for the southern rice-milling industry became
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effective. In 1934 the southern agreement was revised to include a
crop-control program. Parties to the California agreement are the
Secre.tar.y of Agriculture, the rice millers of California, the Rice
Growers’ Association of California, and the independent rice growers’
committee. Parties to the southern agreement are the Secretary of
Agriculture and the rice millers of Arkansas, Louisiana, Texas, and
Tennessee. As subsequently revised, the southern plan provided acre-
age allotments for individual growers. In both the California and
the southern regions the production-control plan allots acreage among
growers on the basis of their past production and gives an advantage
in returns to the growers who cooperate.

In order to give the cooperating growers an advantage over non-
cooperators, the California mills pay 60 percent of the agreed price
when growers deliver rice. The balance goes into a growers’ trust
fund. Cooperating growers share in the final distribution of the
trust fund according to their production units, which are based on
their past history. Noncooperating growers receive no share in the
trust fund. Of the total rice acreage planted in California, approxi-
mately 93 percent is within the scheme. Southern growers who made
application for production quotas will receive full payment of the
price established by the marketing agreement for all rice sold up to
the amount of their quotas. Signatory millers purchasing nonquota
and overquota rice have agreed to pay the producer 60 percent of the
price set in the marketing agreement and to pay the remainder in to
a trust fund held for distribution by the Secretary. It is estimated
that over 95 percent of the southern growers applied for quotas.

Object of Program Achieved

The control programs were undertaken largely to prevent an
increase in rice acreage, and accomplished that purpose. The total
rice acreage this year was 737,000 acres, according to the July 1 esti-
mate, as compared to 769,000 acres last year. The September 1 esti-
mate of production was about 36.5 million bushels, slightly more
than that of 1933. Growers benefited from the marketing agree-
ments in selling their 1933-34 crop. The average farm price for all
grades and varieties of that crop was 76 cents a bushel, or nearly
twice the average price received for the 1932-83 crop. The total
carry-over in first and second hands on August 1, 1934, was consid-
erably greater than that of a year ago, but stocks in wholesalers’ and
dealers’ hands were unusually light. The Federal Surplus Relief
Corporation purchased 50,000 pockets of rice, and as a result the
net carry-over in commercial hands will be about the same as last
year.

TOBACCO

Considerable progress was made during the year in adjusting the
* supply of the various kinds of tobacco to the demand and in improv-
ing the income of tobacco growers. Approximately 275,000 growers
in the United States and 10,500 in Puerto Rico entered into adjust-
ment contracts in 1934, under which production was reduced about
30 percent. The United States crop of approximately 1,000,000,000
pounds in 1984 is about as much below the level of world consump-
tion of this tobacco as the 1933 crop was above that level.
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Six marketing agreements were negotiated for the principal kinds
of tobacco grown in the United States. Under these agreements
domestic buyers agreed to pay higher prices for their purchases
from the 1933 crop on the basis of reductions to be made in the 1934
crop. The quantity of tobacco purchased under these agreements
aggregated 633,000,000 pounds, which was nearly half the total pro-
duction in 1933. It is estimated that the tobacco program increased
the market receipts from the 1933 crop by approximately $50,000,000
above what they would otherwise have been. In addition $28,000,000
was - paid to tobacco growers in the form of rental and benefit
payments. '

Altogether growers received approximately $207,000,000 from
tobacco during the current marketing year, compared with $107,-
000,000 during the preceding marketing year. This total income is
close to what tobacco growers received for their 1930 crop, and is
only slightly below the average for the last 10 years. Prices of
tobacco 1n Puerto Rico increased about 40 percent after the adjust-
ment program was started.

At the beginning of the marketing year for the 1933 crop there
was in the United States a surplus of 900,000,000 pounds of all types
of tobacco above the carry-over which would be considered normal
for the rate of consumption then prevailing. The production-
adjustment programs were undertaken to relieve the market of this
surplus. Extreme differences in the conditions of production, mar-
ket outlets, and prices, and the highly specialized nature of the

roblems involved, necessitated separate contracts for 11 different
inds of tobacco.
Effect of Monetary Policy

The increase in the price of gold during the past year from $20.67
to $35 an ounce had a stimulating influence on our export trade in
tobacco, because of the increased purchasing power of foreign cur-
rency in relation to the American dollar. Tobacco exports from the
United States during the year ended June 30, 1934, were 456,000,000
pounds, compared with 379,000,000 pounds a year earlier and 413,-
000,000 pounds 2 years earlier. Some increase of sales was obtained
through exchanges with countries that export wines and liquors to
the United States. Additional outlets may be found in negotiations
conducted under the new Reciprocal Tariff Act, though progress
will inevitably be slow.

The results accomplished by the adjustment programs demonstrate
the importance of controlling the production of tobacco. From 1923
to 1982 the grower’s share of the consumer’s tobacco dollar declined
from slightly more than 12 cents to 414 cents. Meantime the share
received by tobacco manufacturers in the form of profits increased
from 514 cents to more than 10 cents. In 1933 tobacco growers re-
ceived approximately 10 cents of each dollar paid by consumers for

tobacco products and manufacturers received about 7 cents.
" The consumption of tobacco products is relatively more stable than
the consumption of most other farm products. In 1923 the total
world consumption of United States tobacco was approximately
1,225,000,000 pounds (farmers’ sales weight), of which 725,000,000
pounds were used in the United States and 500,000,000 pounds in
foreign countries. Total consumption gradually increased both in
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the United States and in foreign countries until 1929, when it was
about 1,400,000,000 pounds. Consumption of all United States types
of tobacco declined from 1929 to 1932, and during the latter year was
only 1,225,000,000 pounds, or back to where it was 10 years earlier,
both in the United States and foreign countries. In 1933 the world
consumption of our tobacco showed a small increase.

Flexibility in Contracts

Flexibility in the adjustment contracts has been an essential factor
in facilitating the control of tobacco production. The acreage and
production of tobacco on individual farms vary widely from year to
year; hence in drawing up the various contracts it was advisable to
give producers operating under different circumstances several
choices as to the year or years used in establishing their base. After
the sign-up campaign for some of the kinds of tobacco was under
way, 1t became evident that additional choices of base would be re-
quired to make it possible for some growers to obtain equitable
allotments, and additional choices were provided.

A unique feature of the tobacco contracts is that, with the excep-
tion of cigar leaf tobacco, they all provide for definite allotments of
production on individual farms as well as acreage allotments. With
‘specific allotments of production, such as those provided under the
tobacco contracts, it 1s possible to determine more definitely the
exact size of crop which is likely to be produced and to make adjust-
ments in the quantity to be marketed. Under these contracts ad-
justments of production allotments may be made after the crop has

een planted and before selling time, on the basis of current pros-
pects for production and demand. The contracts for cigar leaf
tobacco were offered growers for the 1933 crop during the planting
season, and consequently there was but little opportunity for growers
to increase the yield per acre of that crop. The 1933 plan for the
cigar leaf tobacco is being continued in 1934, which offers an oppor-
tunity for determining the relative merits of the different types of
contracts for tobacco. ‘

Growers who participate in the tobacco programs receive two
classes of payments. The first payment is made in the form of a
“rental ”, and is at a uniform rate per acre for each kind of tobacco
upon the number of acres taken out of tobacco production, regardless
of productivity. The second payment—and the third payment, in
cases where a third payment is provided—are based upon the met
sale value of the tobacco grown on the farm. In this way the pay-
ment reflects the yield and quality of the crop produced, and thus
more nearly compensates each producer in accordance with the op-
portunity he has given up because of participating in the adjustment
program. This method of determining payments was found to be
advisable in the case of tobacco, owing to the extreme variations in
yields and prices of tobacco on different farms.

Approximately one-third or more of the total payments made
under most of the tobacco contracts are rental payments, which are
made regardless of production in the current crop. In the case of
other payments, minimum rates are provided for in each contract,
and growers are guaranteed at least these minimum payments, re-
gardless of the volume of their production. In some ofp the contracts
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the minimum rates are stated in terms of a specified number of
dollars per acre of the rental acreage. In others, provision is made
for a deficiency payment to be made on each pound that the grower’s
production may fall below his allotment. Insurance against a par-
tial or total crop failure is thus provided.

Kerr-Smith Tobacco Act

The Kerr-Smith Tobacco Act, approved June 28, 1934, was passed
by Congress in response to requests of a large number of tobacco
growers, as a supplement to the tobacco programs inaugurated under
the Agricultural Adjustment Act. It provides for the levying of a
tax of 3314 percent upon the sale price of all tobacco of any type
covered by a production-adjustment program, except during 1934-35
the tax shall not be applied to Maryland, Virginia sun-cured, and
cigar leaf tobacco. The act further provides that if it is determined
that a lower rate of tax would best effectuate its declared policy, the
rate may be not less than 25 percent. For the crop year 1934-35,
the rate of the tax has been established at 25 percent. The tax may
be levied upon tobacco harvested during the crop year 1935-36 of
any type covered by a production-adjustment program, provided
three-fourths of the growers of that type favor the levy.

The act provides for the issuance of tax-payment warrants to all

roducers operating under a production-adjustment contract, and
?or the issuance of such warrants to noncontracting growers in each
county up to an amount of tobacco equal to 6 percent of the number
of pounds covered by warrants issued to contracting producers.
Tobacco growers who did not sign adjustment contracts prior to the
passage of the Tobacco Act were given 30 days from the date on
which it was approved, June 28, 1934, during which to sign such
contracts. All contracts signed during this 30-day extension period
provide the same benefits and require the same performance as those
entered into during the regular sign-up campaign.

With the very large sign-up that has been obtained under the
tobacco contracts, and with the provision for issuing additional tax-
payment warrants to noncontracting growers, it is believed that only
a very limited number of growers will be required to pay the tax
upon tobacco harvested in 1934.

UNEMPLOYMENT AND SUBSISTENCE FARMING

It is impossible to consider only the farmers in promoting farm
recovery. Crop adjustments affect nonagricultural interests pro-
foundly. They affect the price and the volume of the farm output,
and thus influence both the cost of living and the employment that
depends on the handling of agricultural goods. Moreover, by limit-
ing farm production, the crop adjustments tend, though not in any
serious degree, to create rural unemployment. Whatever restrains
production reduces the need for man power. The Nation’s farm
program therefore creates certain responsibilities toward nonfarmers.
This fact the Agricultural Adjustment Act recognizes in its declara-
tion of policy, which lays down a course of action conceived in the
national interest rather than in the interest exclusively of the
farmers. It calls upon the community as a whole to do some things
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for agriculture, on the assumption that the resulting benefit will be
shared nationally. The idea, in short, is that farm relief will prove
to be national relief.

In certain respects the implied obligation to aid agriculture only
in ways consistent with the general interests creates no difficulty.
Action taken to raise farm prices adds something to the cost of liv-
ing, but provides compensation by improving the rural market for
city products. It creates the urban purchasing power needed to ab-
sorb the costs. Consumers do not find the higher prices burdensome
because the increased farm income flows into the channels of trade.
There is a quickening of our whole economic life. In other respects,
however, the problem is more complicated. Particularly is this the
case in connection with unemployment, upon which as already noted
the crop adjustments have a definite bearing.

In hard times the unemployed look naturally to the land. They
cannot be refused access to it; and yet to admit them into agriculture
unconditionally would involve removing certain restraints upon agri-
cultural production. Here is a dilemma. On the one hand, the
progress of agriculture absolutely requires a limitation of farm pro-
duction and therefore of farm employment. On the other hand,
national expediency forbids closing the rural country to the urban
unemployed.

Crop Controls Cause Little Unemployment

The Agricultural Adjustment Act creates very little unemploy-
ment. Farm owners, and tenants with a reasonably secure tenure,
do not become unemployed through crop reductions. Hired labor
and certain types of tenants, notably the share-croppers of the South,
may occasionally suffer. But the Agricultural Adjustment Admin-
istration endeavors to protect these groups. In cotton and tobacco
contracts it stipulates that landlords as far as possible shall maintain
their normal force of tenants or hired hands. By comparison with
other causes of rural unemployment, such as the interruption of the
flow of rural population to the towns and the flight of city people
to the country, the influence of crop adjustments is negligible. Be-
tween 1929 and 1933 nearly 2,000,000 people left the towns.

Six Southern States last spring reported having on their relief rolls
from 15,000 to 40,000 farm families per State. For the most part,
however, these farm families had been thrown into distress by the de-
pression. Undoubtedly the number would have been greater had the
adjustment program not increased the income from cotton in 1933.
Moreover, the great majority, perhaps 75 percent, were still on farms
in one capacity or another. They were not entirely without means
of self-support. Considering the country as a whole, the crop adjust-
ments relieve far more unemployment than they create. Scores of
towns and cities throughout the country, which 18 months ago were
in the depths of depression, have picked up under the influence of
restored farm buying.

It is nevertheless true that farm recovery, with its need for
restraints on farm production, goes against the natural desire of the
urban unemployed to seek refuge on the land. In this matter the
agricultural interest—the necessity for farmers to curb their compe-
tition—must to some extent give way. There are many millions of
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unemployed in the United States. Their maintenance is a public
charge, which cannot be repudiated. About one-third of the fami-
lies on relief rolls are already in the country or in country towns.
Moving an increased proportion from the congested centers of popu-
lation doubtless would reduce in many cases the expense of maintain-
ing them. Living costs are much lower in the rural communities,
and the country affords a chance for the unemployed to produce some
of their own food. To some extent the shift is necessary.

A Counterweight to Farm Recovery

Such a shift tends to deprive commercial farmers of a part of their
urban market. Moreover, it tends to increase farm competition. So-
called “subsistence farming” cannot be entirely noncommercial.
Inevitably it produces something for sale. This is a counterweight
to farm recovery which farmers will cheerfully accept in an emer-
gency. But they have a right to urge that its effects be tempered
as much as possible. We ought not to adopt a defeatist attitude, and
to say the only thing to do with urban unemployment is to push it
into the country. That simply means dividing a reduced agricul-
tural income among an increased number of persons. It is far better
to push industrial recovery. Meantime, we must handle the situation
with the least injury to established agriculture.

Subsistence farming has been suggested as a solution—i. e., farm-
ing not for the market but for the home table. This is a difficult
aim. Farm families require a cash income to supplement what they
can grow for their own use. Unless they can earn money off the
farm, they must get it from the farm. Otherwise the subsistence
farm does not furnish subsistence. :

Established farmers have a right to insist that nonfarm sources
of cash income be made available when the country establishes un-
employed people on the land. Placing thousands of families on the
land, with no other source of income, drives them into commercial
farming. They may not produce any great quantity of goods for
sale, but what they do produce will be sold at distress fprices. Such
fostered marginal production can do great harm. So far the move-
ment to put city people on the land has run ahead of the provision
for supplementary employment. People have been dgcentralized
faster than industry, and established farming suffers. Part-time
nonfarm work must go along with so-called “subsistence farming.”

The task is full ofg difficulties, which must nevertheless be faced.
Centralized industry grew up in its present locations in the pursuit
of profit. To decentralize it, not primarily for the sake of profit
but in order to furnish employment in new locations, should not be
attempted hastily. In thus trying to improve the conditions of em- -
ployment, the profit motive cannot safely be ignored. To do so may
do more harm than good. Redistributing labor and industry over
the countryside is a delicate operation. Yet not to try it means
destroying the essence of the subsistence-farming movement, and
turning it into an unregulated and uneconomic eruption of city people
into commercial agriculture. Countryward movements of the unem-
ployed should be accompanied by a sufficient expansion of local non-
agricultural employment to provide a local interchange of factory
and other goods for farm products, To expand farm production
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for local consumption, without at the same time expanding indus-
trial production for local consumption, would simply displace farm
products from other regions. It would aggravate the unbalanced
condition of agriculture, and would not work any net improvement.

Nature of the Problem Recognized

Relief agencies, both Federal and State, have this well in mind.
In one State 49 percent of the unemployment-relief load is rural and
51 percent urban. The State relief agency will have urban-relief
groups produce industrial goods, while rural-relief families produce
food. Both types of production will be held within relief channels,
and a system of exchange will give each person credit for his own
production. This method should have wide application, since it fur-
nishes unemployment relief at relatively low cost: without seriously
complicating farm readjustment. Another State has plans under
consideration for establishing manufacturing or processing plants in
country communities to furnish part-time employment. These estab-
lishments, it is believed, will provide a source of cash income both
to urban-relief families newly moved into the areas served and to
rural-relief families already there. In yet another State the relief
authorities contemplate relocating good families whose adult mem-
bers were farm-reared. Many such people wish to return to their
old neighborhoods but not necessarily to resume farming.

Fundamentally, the question is whether poor folk in town and
country should be supported in demoralizing idleness or helped to
become self-supporting. Either method involves expense to the rest
of the community. Which is the less costly, everything considered ?
Short-sighted views may prefer straight charity to obviate increasing
the intensity of industrial or agricultural competition. But that
involves attaching value to work for its own sake, without regard to
the destination of the product. It means that the employed elect to
work harder, so that the unemployed need not work at all. The other
method, whereby urban and rural relief families employ one another
through an exchange of services cuts down the relief bill, may have
little harmful effect on commercial industry and agriculture and pre-
vents social disaffection. There is nothing wrong with the idea.
The danger is that we may not apfly it thoroughly; that in practice
we may not couple subsistence farming with adequate part-time
employment. '

Establishment of Subsistence Homesteads

The Division of Subsistence Homesteads of the Department of the
Interior is promoting the true objective. Section 208 of the National
Industrial Recovery Act appropriated $25,000,000 to be used to “ aid
in the redistribution of the overbalance of.population in industrial
centers ” through assisting in the establishment of subsistence home-
steads. Before the close of the fiscal year the Department of the
Interior had approved plans for 58 projects, the majority of which
are now under way. In each project there are from 25 to 300
homesteads.

Specifically the aim is to help poor families to get a more secure
and- more satisfactory living through a part-time combination of
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industrial employment and subsistence agriculture. The home-
steads are usually 1 to 5 acres in size. They are capable of pro-
ducing a large portion of a family’s yearly food supply. The culti-
vation of vegetables, fruits, truck crops, and the care of poultry, and
in many cases a cow, comprise the agricultural operations on most
subsistence homesteads.

Because the subsistence-homestead plan is a method of aiding in
the solution of various social problems, rather than an object in
itself, the projects vary considerably. First, there are garden home-
steads for industrial workers. Projects of this type are located near
industrial towns and cities, where the workers, while living in semi-
rural communities are yet able to commute easily to and from their
urban jobs. Such projects may tend somewhat to decentralize popu-
lation and industry. In large urban areas, such as Los Angeles,
Chicago, Youngstown, and Birmingham, the decentralizing trend de-
velops within the urban districts through the establishment of subur-
ban areas of subsistence-homestead communities. Small industrial
towns, such as Decatur, Ind., Austin, Minn., Taylors, S. C., or Long-
view, Wash., offer good opportunities for subsistence homesteads
under conditions favorable to industrial decentralization.

Projects for Stranded Industrial Groups

Then there are subsistence-homestead projects for stranded indus-
trial groups. Great numbers of people formerly employed in the
exploitation of natural resources have permanently lost their jobs
through the exhaustion of the resources, as, for example, in certain
abandoned coal fields of West Virginia. With the home production
of food and shelter on the subsistence homestead as a basis, and with
recourse to part-time employment in forests, newly established indus-
tries, or handicrafts, many previously destitute families are becoming
self-supporting.

Rural rehabilitation sometimes calls for applying the subsistence-
homestead plan to agricultural groups. The submarginal areas of
the old Cotton Belt, of the cut-over lands of the Lake States, and of
certain dry-farming regions of the northwestern Great Plains have
been chosen as demonstration sites. Thus farm families have a
chance to move from eroded, worn-out, or drought-stricken sections
to subsistence-homestead communities located on good land. Inten-
sive farming, primarily for subsistence, replaces extensive and waste-
ful cash-crop production. The crops produced for the market are
usually not the staples in which surpluses exist. Moreover, the
establishment of these new farm homes is offset by the retirement
from cultivation of proportional amounts of submarginal land.

LAND-UTILIZATION PROBLEMS

Farm-recovery measures applied up to the present have been of
"an emergency character. They have been drastic and temporary
remedies, necessitated by a collapse in foreign and domestic markets,
a tremendous accumulation of farm surpluses, and the virtual bank-
ruptcy of agriculture. How long it may be necessary to continue
these expedients with various modifications we cannot tell. Full
recovery of the agricultural market may be long delayed. It is
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therefore necessary to transform the emergency program into a more
permanent policy, whereby we may adjust production at the least
cost, with the least disturbance to normal farming, and with the
most encouragement to farm efficiency. We must move from
emergency adjustments to long-time planning.

Essential to the welfare, not only of agriculture but of the Nation
as a whole, is a better land-utilization policy. This involves systems
of land tenure as well as of land use. It 1s concerned with all the
principal land uses, including farming, forestry, recreation, and
wildlife conservation. In any sound national economy a rational
land policy must be the cornerstone. In this country we have tried
many other means; we have not yet tried that. On the contrary, we
have retained as a heritage from our pioneer epoch a seriously
defective land-use method. Accordingly the Department of Agri-
culture has established a land-policy section in the A. A. A. which
is cooperating with the National Resources Board, the Federal
Emergency Relief Administration, and various other Federal and
State agencies. It is studying means whereby land that should not
be in agriculture may be withdrawn from it, and whereby land
properly in agriculture may be devoted to the right crops in the
right proportions. This is a social as well as an economic problem.
It involves human beings as well as land.

In cooperation with the Federal Emergency Relief Administra-
tion, the Department is trying to find new locations for farm fam-
ilies now living in areas naturally unsuited to farming, or untenable
as a result of economic changes or of the depletion of soil, timber,
or mineral resources. This is a task which must be advanced slowly.
Public agencies may desirably purchase poor cultivated lands gradu-
ally, but to do so quickly would be nearly impossible. Such action
would run into difficulties of negotiation, of title examination, and
of survey. It would involve much risk of excessive speculation and
possible fraud. Still more important, it would suddenly displace
perhaps a million farm families, for whom other employment would
be hard to find. Furthering the retreat of agriculture from unsuit-
able land is a long-time operation. It should not be regarded as a
means of effecting production adjustments rapidly. This year the
Government is developing plans to acquire submarginal lands in
about 80 States; but the purchases in view will total not more than
4,000,000 acres, only about half a million acres of which will be
cultivated land. These figures give some idea of the difficulties.

It is, of course, extremely desirable to promote the retirement of
lean acres from cultivation. The problem of submarginal areas is
partly a problem of local maladjustments. Attempts to cultivate
barren acres mean a wastage of human efforts and of natural re-
sources. Frequently the land would be much more valuable in
forests, recreation areas, or wildlife refuges. Important advantages
result from the regrouping of rural populations, so as to obviate
unnecessary costs of local government in sparsely settled areas.
Action should be taken to prevent the reoccupying of abandoned
poor farms. Such steps promote the welfare of the people im-
mediately concerned, and harmonize with our national crop-adjust-
ment programs. Qur present emergency adjustments apply to good
land and poor land alike; to well-farmed and ill-farmed land. Fre-
quently they necessitate the disuse or less effective use of buildings,
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implements, work stock, and labor. They may disturb the general
farming plan and the rotation system, and complicate the relations
of landlords and tenants. As rapidly as it can be developed, we
should employ a more discriminating program, in which the perma-
nent withdrawal of land unsuited to farming will play an important
part.

Soil-Depleting Practices

As I mention elsewhere in this report, soil erosion in many parts
of this country is undermining the foundation of economic and social
life. But erosion is only one source of soil depletion—only one aspect
of a process of soil mining which should be stopped. Through prac-
tices which became habitual in our pioneer period, and which con-
tinued throughout extensive areas, millions of acres have been ruined
for cultivation. These areas in many cases may be restored to use-
fulness through reforestation or through their allocation to other
nonfarm uses. A much larger area not yet abandoned is declining.
Some of it was always submarginal. Much of it has become so. It
should be acquired by public agencies which may find for it many
profitable uses.

On much land that may continue in farms, permanent pasture and
forage should be substituted for intensive crops, and systems of rota-
tion should be introduced to check erosion and restore or maintain
fertility. But to do this in many areas would reduce commercial
production. Sometimes that would be entirely compatible with the
farmer’s immediate interest. Again it would not. Farmers, if left
to themselves, would in many cases continue their soil-exhausting
practices. As one remedy, the Department is studying the possi-
bility of using crop-benefit payments to encourage types of farming
adapted to soil conservation. It is examining the practicability of
inducing farmers, through crop-adjustment contracts, to bring about
collectively a more desirable allocation of the land in farms among
different farm, enterprises. It may eventually be possible for the
Government to purchase easements which would give it the right
to require certain practices tending to soil conservation. Other
means may be developed gradually to replace the emergency crop
adjustments with a long-time program to promote permanently
efficient farming and social stability.

Farm holdings in many parts of the United States should be
readjusted in size. In some areas they are too small and in others
too large. Without Government initiative the necessary readjust-
ment will not occur or will occur but slowly. Larger farming units
in some regions will make possible a wider use of pasture and of soil-
conserving crops. Credit policies could be shaped to promote the
blocking up of small farms into larger units. It need scarcely be
said that action to increase the size of farm holdings would have to-
be coupled with provisions for the relocation of many farm people,
for obviously an increase in the average size of farm holdings may
mean a decrease in the number of farm families. On the other hand,
farm holdings are now too large in certain areas where creditor
institutions and agencies have taken over considerable tracts without
having the means to farm them well. Moreover, many plantation
owners in the South can no longer operate their plantations by the
old methods, which called for annual advances to croppers. In such
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areas public agencies might help to establish farming on a famil
basis. In some localities changes in the average size of farm holdY
ings would involve a less intensive, and in other localities a more
intensive, use of the land.

No Fixed Adjustment Possible

In all agricultural planning, emergency and long-time alike, we
must seek a continuing and not a fixed adjustment. We cannot accu-
rately forecast the effective demand for farm products a year ahead,
to say nothing of 10 years or 20. General economic recovery at
home and abroad would change the whole situation. Further eco-
nomic difficulties would change it in the opposite direction. Neither
crop adjustments nor land planning can insure a continuously stable
balance. Flexibility in production and in land policy is the only
means by which stability can even be approached. We cannot expect
t6 eliminate the tendency for production in particular crops to get
out of line with demand; nor can we plan the general size of the
farm plant and the general distribution of farm enterprises for a
long time ahead. Every period of good times creates new farms.
With every prospect of better conditions, real-estate interests stimu-
late the demand for land and eager individuals push into new areas.
It is neither possible nor desirable to put agriculture in a strait-
jacket. Nevertheless, we should constantly strive to prevent known
wrong uses of land. Mistaken expansion, once it has occurred, tends
to persist. Better means of prevention are urgently necessary. Even
the lands still owned by the Government are not guarded against
unwise use.

By authorizing the Secretary of the Interior to permit homestead
entry only on suitable lands, the Taylor bill, which passed Congress
at the recent session, provides a partial means of preventing further
unwise settlement of the public domain. It applies, however, only to
about half the total area. The public should have a vsice in deter-
mining whether privately owned land as well as Government-owned
land should be settled, because settlement obliges State and local
agencies to build schools and roads and to furnish other services.
They should not be compelled to bear this heavy expense for sparse
and scattered populations and perhaps for very transitory settlers.
Public agencies must furnish relief from the effects of unwise settle-
ment. They are spending millions already to correct bad effects of
our homestead policy, persisted in after the lands for which it was
adapted had been taken up. They are spending considerable sums
to aid families in moving from land which should never have been
farmed. In land-use planning, a first essential is to prevent the
repetition of past mistakes.

uch may be done by the States to promote sound methods of
land use. Zoning may help to prevent unsuitable or hazardous settle-
ment. Eventually this principle may come to have an important
place in rural land policy, just as it has already in urban land policy.
Wisconsin has adopted zoning ordinances in some of its cut-over
counties, and several other States have made a beginning in rural
zoning, though mainly in suburban territory. States may find it
desirable to adapt their grants-in-aid policies toward the same gen-
eral end. By this means they might guard against some of the abuses
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that come from the occupancy of new areas by scattering settlers,
while continuing to help the poorer districts in providing schools
and other necessary facilities. In cooperation with the States, the
Federal Government could outline areas unsuitable for settlement;
it might also shape credit, emergency-relief, and crop-benefit policies
to discourage unwise settlement. It might acquire easements which
would authorize it to prevent the settlement of areas not suited to
farming. In our land system Federal and State policies must go
hand in hand. Land policies frequently are local in activity and
initiative, but they should be national in procedure and scope and
should serve national as well as local ends.

It need scarcely be said that land planning involves questions con-
cerning not only agricultural lands, but also lands adapted to other
uses. Indeed, we cannot entirely separate the agricultural from the
nonagricultural uses of land in a well-rounded program. The deple-
tion of forests, minerals, and game resources causes both urban and
rural harm. It affects employment in both town and country.
Many rural communities depend greatly on part-time nonfarm Woi"ﬂ.
Vast areas of nonagricultural land, for which we have at present no
constructive use, might be made profitable through Federal and
State cooperation in developing a unified land policy. Large tracts
formerly in private ownership are tax delinquent. Much tax-delin-

uent land may not reenter private ownership quickly and perhaps
should not. But before public agencies can find good uses for this
land, State laws affecting tax delinquency need, in many cases, to be
modified ; and Federal and State policies need to be harmonized to
promote the acquisition and use of such lands by public agencies.

Social Aspects of Land Use

Another vital aspect of the land program is the human aspect.
As competition for land increases, two harmful results develop.
Land-hungry folk take up areas that should not be farmed, and
capital charges tend to become excessive on all farm land. In plan-
ning for the welfare of the rural population we must consider both
the amount and the distribution of the farm earnings. On land un-
suited to agriculture, neither science nor toil can make the return
sufficient. Even on good land, farm earnings tend to be absorbed in
capital charges and to be more or less diverted from the farm pop-
ulation. Our present agricultural policy seeks a remedy for this
twofold evil. On the one hand it strives to direct agricultural enter-
prises to the right crops and their right lands. On the other hand, it
seeks to obtain for the farm operator a larger reward for his labor
and management. But farm income in times past has risen greatly
without permanently safeguarding farm welfare. What we are doing
now to increase farm earnings will not produce a better final result
automatically.

The welfare of farm families depends greatly, in short, upon the
conditions under which men work the land. Our system of unre-
stricted, private ownership developed in a reaction against the
restraints of earlier tenure. It served the country well enough dur-
ing the period of agricultural expansion into new areas. But we see
now that it conferred the right not only to use but to abuse natural
resources and to burden the land with excessive capital charges.
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Perhaps we have gone too far in allowing freedom in the transfer
and use of land. Such freedom does not necessarily cause land to
fall into the hands best able to use it. Individuals cannot always
follow their long-time interest, to say nothing of that of the com-
munity. In seeking his own gain the individual, with his personal
one-lifetime view, may squander soil and soil fertility. He may mine
the soil and devastate the forests. In taking steps to guard against
such evils in the future, public agencies would protect not only the
community but the individual farmer. Wastage of natural resources
originates in self-interest, but does not in the long run promote it.

Unrestricted property rights do not necessarily insure the welfare
even of farm owners. Complete license to buy and sell land, and to
use 1t In any manner that seems desirable, ultimately burdens the
farmer with heavy fixed charges. As farm earnings increase, land
values rise. Farmers obligate themselves for more than the land can
earn continuously. A severe price decline ruins them. On over-
capitalized farms, even a small decrease in the income from products
sold may bankrupt the farm operator ; it will certainly make his farm
ownership illusory. It will tend to separate the ownership from the
;:_)peljzlxtion of the land, and to degrade the economic status of the farm

amily.

Growth of Farm Tenancy

For proof we have only to glance at the recent growth of farm
tenancy in the United States. Farm tenancy is not good or bad in
itself. It has advantages or drawbacks, depending on the condi-
tions under which it develops. Under favorable conditions it enables
farm operators of limited capital to become farm owners. It is a
stage in their progress toward financial independence. Under other
conditions an increase in farm tenancy may signify that farmers are
meeting with increasing difficulties in their struggle for land. The
type of tenancy we have in many parts of this country cannot be
generally approved. It involves short tenure and lack of care for
the soil. In the prosperous period that preceded the first post-war
depression, tenancy increased in some areas because rising farm val-
uations made it more profitable to rent than to buy land. In the
Eost-war depressions, tenancy increased because farmers who had

orrowed heavily to i)uy or to improve farms could not meet their
obligations. They lost their ownership status and became tenants.
Some growth of tenancy is inevitable, when growing populations
compete for access to desirable land. But a great increase in ten-
ancy, reflecting bad financial organization in agriculture, is another
thing altogether. i

From the standpoint of better land use and also of better rural
welfare, we need to correct the unwholesome features of tenancy.
These are the migratory habits it fosters, and the disregard of soil
fertility and long-time farm efficiency. In this country the average
occupancy of farm tenants is about 2 or 3 years as compared with the
average owner occupancy of about 14 years. In certain other coun-
tries land occupancy continues in the same family for generations.
This is true of tenant occupancy as well as of owner occupancy. "
Tenancy need not mean brief occupancy, with all its bad results.
Many European countries have systems of land tenure which modify
some of the socially undesirable features of unrestricted land owner-
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ship. In some countries the occupier has the right to use but not to
sell the land, while restraints on inheritance prevent extreme and
uneconomical subdivision. Some countries require that land shall
be efficiently used. It may not be practicable in the United States
to adopt these principles, but less drastic changes merit consideration.

Possibilities of Improved Tenure Conditions

It should be possible to promote a more secure tenure, to dis-
courage speculation and absentee ownership, to compensate tenants
for unexhausted improvements, and to help deserving small farmers
toward land ownership. Such reforms would increase the farm
operator’s income, without damage to property rights. They are
more necessary now than ever before, owing to the prevalence of
urban unemployment, which obliges more people to stay on the land.
In order that they may do so without unduly increasing agricultural
competition, and without paying exorbitantly for the privilege, the
conditions of land tenure should be modified. It may be desirable
to plan for a larger number of small semicommercial or partially
self-sustaining farm families, and for some reduction in the number
of large commercial farms. Ordinarily, an increase in the farm
population increases both production and fixed charges. As a result,
the income of farm operators declines. In the circumstances with
which American agriculture must now deal, improved conditions of
land tenure would afford a partial remedy.

TYPE-OF-FARMING STUDIES

In projects for using natural resources to better advantage, and
for aiding farm families to move from unsuitable land and to relocate
in areas better adapted to furnish a livelihood, the results of farm-
management studies have great value. Investigators in the Depart-
ment and in the State agencies began farm-management work years
ago to help in solving individual farm problems. Eventually it may
prove most useful in broad social applications.

In the pioneer period and for long afterward farmers relied on
experimentation and experience in developing their farming systems.
On the whole the method worked well, but it was costly. Those
whom it failed did not complain because they had expected to take
chances. But the problem is different when public agencies under-
take to direct the use and settlement of land. This is a tremendous
social responsibility. It involves risks which only scientific knowl-
edge can minimize.

Failure would involve consequences proportionate to the scale of
the operations, and failure would be certain if blind experimentation
were the only guide. To prevent it we must have detailed knowledge
of the physical and economic factors involved as they affect the well-
being of actual and prospective farmers. Failure will discredit
directed resettlement far more than it discredited the old free-for-all
method under which people regarded heavy casualties as a matter

*of course. But the most important reason for studying the problem
carefully is that without careful preliminary study it will be impos-
sible to do a good job.
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Farm-management knowledge, derived from systematic study of
the economic and managerial experience and problems of actual
farmers, is a kind of generalized experience which may save thou-
sands of persons from repeating the same individual mistakes. There
are two general aspects of farm-management study, the results of
both of which are useful in guiding social effort in resettlement of
farms and other adjustment enterprises. The first is a broad study
of agriculture and agricultural resources in their relation to the indi-
vidual farmer’s actual farming. This is usually termed type-of-
farming research. The other 1s the more intensive study of the
details of individual farm organization and operation, production
costs, and farm practice.

The broader, or type-of-farming aspect of farm-management re-
search had its beginning, so far as the United States Department of
Agriculture is concerned, with the publication in 1923 of a bulletin
by the late W. J. Spillman entitled “ The Distribution of Types of
Farming in the United States.” Though at that time the author
could not attempt any close localization of specific farming types, he
showed the need to do so, and broke new ground by linking physical
with economic considerations. Later investigators, encouraged by a
popular response to Dr. Spillman’s work, followed the line indicated
to such good purpose that available type-of-farming data now de-
lineate type-of-farming areas for the whole United States on a fairly
localized basis. With material furnished by the 1930 census, Federal
and State agencies pushed their studies further. They have detailed
typg—of—farming projects either completed or under way in more than
20 States.

Nature of the Study

Type-of-farming research, besides describing accurately what the
farming is in each local area, involves a study of all of the things
that influence agricultural development and that determine just how
farmers farm in each area and under each specific set of conditions,
economic and physical. It involves the classification of farm lands,
the study of agricultural markets, and of industrial conditions and
business trends. It is essentially a cause-and-effect analysis in which
the causes are all the conditions and forces the farmer has to deal
with, and the effect is the farming which results, together with the
degree of its success or failure.

The other phase of farm-management research, equally important
with type-of-farming studies in the guidance it furnishes for public
efforts at improving the farmer’s condition, is the study of the farm
as an individual business and producing unit. In the beginning of
farm-management research this was its entire scope. Through the
examination of a limited number of farms, it tried to determine the
essential elements of farm organization and operation leading to
success. Its results had only limited application at first, because
the study was not sufficiently localized and its sponsors tried to
generalize too broadly from the limited conditions studied.

As such studies went forward, however, there was accumulated a
vast amount of essential information contributing to the detailed
understanding of farming costs, of the principles of organization
and management, and of what is required to make a successful farm
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and to make good farming. Such understanding is indispensable
in the great social task of guiding the adjustments in agriculture.

Trial and Error too Slow Just Now

Short cuts to new types of land use may not be necessary or even
advisable in normal times. They are imperative just now. Trial
and error are too slow. Although farm-management research tends
in general to uphold prevailing farm practice, it also shows that
agriculture generally lags in adjustment to changing physical or
economic conditions. Delay is the rule; and delay is costly. More-
over, the more rapidly conditions change the greater is the lag in
the readjustment. With readjustment going forward, so to speak,
under forced draft, and yet failing to keep pace with the breakneck
rapidity with which the agricultural situation changes, we must
learn by realistic tests what types of farming and what systems of
organization and operation seem to have the best chance in the new
conditions. Research cannot eliminate risk or furnish absolute
assurances of success. But it can furnish better guidance than can
be had otherwise. It is a means of anticipating the lessons of
individual experience.

THE SHIFT TOWARD GRASS AND FORAGE

Permanent farm recovery requires full use of the farm plant in
ways that will not depress prices. Aid may come from two sources—
from improvement in the demand, foreign and domestic; and from
changes in the size of the agricultural plant or from a shift from
such crops as corn and wheat to those like grass and forage. With
the prospects of an improving demand, and with proposals to with-
draw land from cultivation under adjustment contracts and through
the diversion of submarginal areas to nonfarm purposes, I have dealt
already. Neither from any quick improvement in the demand, nor
from the withdrawal of land from agriculture, are we likely to reach
quickly a point at which capacity production will be continuousl
profitable. Necessarily, therefore, we must consider a major shif}tl',
from excess acreage of surplus crops back to the balanced condition
between cultivated and grass acreages which existed before the war.

Reducing production by using land less intensively would pro-
mote efficiency; for efficiency is not synonymous with intensity in
farming. Frequently, as both livestock men and field-crop growers
well know, it does not pay to strive for maximum production per
animal or per acre. There is a point beyond which further expense
to increase output means waste. This point of diminishing returns
exists for agriculture as a whole, as well as for the individual farmer.
To plant high-yielding crops on every possible acre is seldom good
business.

A general shift toward hay and pasture and toward soil-improv-
ing crops would have marked advantages for American agriculture
just now. It would help to readjust the production of cash crops,
and would at the same time reduce costs of production considering
agriculture as a whole. Furthermore, it would help to prevent
erosion. In other words, a broad movement toward the less inten-
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sive crops would tend to increase farm incomes now and to upbuild
the agricultural plant.

Naturally, the plan cannot be put into effect to the same extent
on every farm. Farmers with heavy fixed costs and with no chance
to farm more acres as an offset to decreased production per acre,
would have legitimate objections. Generally, however, the shift
would reduce the pressure of supplies on the market, without throw-
ing farm land totally out of use. It would advance the farm-read-
justment program as a whole, with some advantage to every farmer.

n order to square the general with the individual interest and to
overcome difficulties on individual farms, it may be necessary to
arrange for collective action under Federal guidance, in harmony
with principles already familiar to the country through the A. A. A,
adjustment programs. There is no reason why collective voluntary
adjustment should not work as effectively in promoting a shift to
grass and forage as it does in other directions.

Through benefit payments the Agricultural Adjustment Act has
enabled many farmers already to increase their pasture and rough-
age. Further steps to that end would be facilitated should it prove
practicable to place the adjustment contracts on a farm basis rather
than on a commodity basis. Such a plan would apply the processing-
tax and benefit-payment system to the general task of getting land
from cultivated crops into grass and forage, and of encouraging a
shift toward a less intensive type of farming. By this means the
total farm output would be held more nearly in line with the demand
year after year, prices would be increased, and operating efficiency
would be maintained. Making agriculture less intensive would bene-
fit directly such major cash crops as wheat, cotton, and tobacco, and
would benefit livestock and livestock products indirectly. An aver-
age acre of hay or pasture will produce only about half as much
feed as an average acre of grain; but since the unit is lower, a
double advantage results. Prices go up and the expenses of produc-
tion go down.

A Rapid Shift Impracticable

Such a shift cannot be accomplished quickly. It involves com-
plicated adjustments in crops and in farm organization and man-
agement. In the Northeast much of the farm land is already in hay
or pasture. In the Corn Belt there is more room for the shift. -
Farmers there have a wide range of crops from which to choose.
For permanent pasture they can use Kentucky and Canadian blue-
grasses, alfalfa, and mixtures of bluegrass and such grasses as redtop,
orchard grass, meadow fescue, and ryegrass. For temporary pasture
they can sow Sudan grass, rye, soybeans, oats, vetch, timothy, and
the clovers. Such crops as sweetclover and soybeans can be used for
soil improvement. In the South the chief need is for soil-improving
and erosion-preventing crops.

In the wheat-producing areas on the western edge of the Great
Plains the problem is more difficult. Some of the land there can be
put into Sudan grass, some into crested wheatgrass, and some into
sorghums for forage. Some land can be summer-fallowed. For the
most part, however, acreage retired from cultivated crops in this
region should, if possible, be allowed to revert to permanent pasture.
In the Palouse area of the Pacific Northwest, the hilltop land, the
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fertility of which has been much depleted, should be removed from
cultivation and planted to grass. Such a procedure would help to
control erosion, as, indeed, the increased use of grass and forage
would in most areas. Recent surveys indicate that approximately
35 million acres of formerly cultivated crop land, most of which was
once very fertile, have been forced out of cultivation by erosion.
From an additional area four times as large the top soil has largely
disappeared. A grass cover is an economical and permanent cure
for soil erosion. _

In 1934 the drought and also a seed shortage prevented rapid pas-
ture development. It would be impossible in any event, however, to
do the job in a single season. This Department, in cooperation with
State agricultural agencies, is conducting experiments to determine
the cost of establishing pastures, and the value of hay and pasture
in producing milk and meat. It has published a pasture handbook.
It 1s also studying how to reconcile individual and group interests.
Unless the shift from cash- and feed-grain production to soil-improv-
ing crops and to hay and pasture can be made profitable for the
individual farmer, it will not be made. An obstacle in the past has
been the desire of competitive farmers to produce as much as pos-
sible, in order to maintain their income. As a result, the individual
interest clashed with the group interest. To remove this clash is the
special task of the A. A. A. A considerable proportion of the land
taken out of cotton and tobacco went into forage crops and feed for
home use. Much of the land taken out of wheat and corn this year
went into hay, pasture, and forage. These facts indicate that the
difficulty can be overcome.

Livestock Aspects of the Problem

Livestock aspects of the problem are not particularly formidable.
Farmers have already reduced their hog production, and the pur-
chase of drought-stricken beef cattle by the Government helps to
adjust cattle production. A beef-cattle adjustment of broader scope
is under consideration. Dairy production can be adjusted rather

uickly to less intensive feeding, and poultry production likewise.

t is, of course, wrong to suppose, as many nonfarmers do, that a
shift from cultivated crops to grass and forage would increase the
_ production of livestock and livestock products. True, pasture and

roughage maintain animals exclusively, whereas cultivated crops pro-
duce human foods and textiles. But about 70 percent of our culti-
vated acreage produces livestock feed. Turning cultivated acreage
over to grass and legumes would therefore reduce the total amount
of animal sustenance available. :

In 1919 the area used for pasture in the United States, excluding
crop land pastured part of the year, was about 1,055,000,000 acres.
This was 55 percent of the country’s total land area. It was more
than four times the area of crops used for feeding livestock. Never-
theless, the contribution of pastures to the sustenance of livestock
was slightly less than the contribution of the crop land. There has
not since been much change in the proportion of pasture to crop
land, taking the country as a whole. But more than half the pasture
is arid grassland and desert shrub land too dry for crop Froduction.
More than one-fifth is forest and cut-over land, the use of which for
pasture is usually less important than its use for the production of
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wood. It is not in such areas that the big opportunity exists to
improve the farm situation by growing more grass and forage, but
on the improved land—on the land in farms. Many farmers in all
parts of the country could advantageously keep more of their land
in permanent grass and legumes. They could increase the advantage
by good care of pastures and by producing good quality roughage.
This change will come about spontaneously to some extent. It is tak-
ing place already. Recognition of its economic soundness, possibly
coupled with Government action to smooth out discrepancies between
individual interest and collective interest, should forward it greatly.

More Grass Would Lessen Drudgery

There is another reason for the shift which should not be under-
valued. Grassland farming takes less work than high-pressure plow-
land farming. Generally speaking, it provides a pleasanter farm
life, with lower operating costs, less man-killing and woman-killing
drudgery, and more leisure. This is as sound a business reason for
the change as any of the cost-saving, price-raising features. Hus-
tling used to be a part of the farm creed, but it can be overdone.
To spare the farmer’s labor, when to use it at the full means over-
production and low prices, is the most obvious common sense. In
short, the considerations which make desirable a larger place for

ass and forage in the farm economy touch the human as well as
the monetary aspect of farming.

WILDLIFE CONSERVATION

The land-utilization program affords a long-awaited opportunity
to restore and increase valuable forms of American wildlife through
the establishment of an extensive system of waterfowl refuges and
the improvement of environmental conditions for the birds. Mil-
lions of acres of land and water that originally produced an abun-
dance of game, fur bearers, and fish were destroyed, so far as these
resources were concerned, when subjected to unsuccessful agricultural
operations. This factor has been one of the most important of all
the causes that have contributed to the rapid decrease of wildlife
during the past half century. The restoration of these tracts to pro-
ductiveness in terms of forests and wildlife is a principal and worthy
objective of the land-utilization program.

Under the restoration plan, $8,500,000 of emergency funds has
been set aside for use by the Bureau of Biological Survey for the
acquisition, development, and administration of wildlife refuges.
Surveys have been completed or are under way on such tracts as are
situated along the principal flight lanes of the migratory wild fowl.
Acquisition has already begun. Areas acquired or in process of
acquisition on August 6, 1934, include the following:

Approzimate Approvimate
acreage acreage

Lake Mattamuskeet, N. C_____ 50, 000 | James River, N. Dak__________ 70, 000
Beltsville, Md________________ 800 | Lake Andes, S. Dak__________ 16, 000
Mud Lake, Minn 50, 000 | Medicine Lake, Mont_________ 15, 000
Union Slough, Iowa__________ 5,000 | Turnbull Slough, Wash_______ 5, 000
Wingo Swamp, Mo_——_________ 15,000 | Lake Malheur, Oreg__________ 80, 000
White River, Ark____________ 49,000 | Spalding Ranch, Calif________ 15, 000
Des Lacs, N, Dak____________ 75,000 | Upper Mississippi River Wild-
Mouse River, N, Dak_________ 80, 000 life Refug€ mmee e
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These lands will be set aside as inviolate sanctuaries for migratory
game birds. Because of their situation and character, the most valu-
able crop that they can produce is wildlife, and the areas will be
managed for this specific purpose. Their usefulness will not be
limited, however, to their effectiveness in increasing the supply of
game, birds, fur bearers, and fishes, but will be reflected in benefits
to agriculture and forestry and to human health and safety. The
conditions most favorable to wildlife are identical with those that
reduce erosion and promote flood control and soil improvement by
the conservation of water resources and the production of heavy
growths of vegetation for food and cover. The development of the
refuge system will include the retention of higher water levels by
the construction of small dams and dikes and the flooding of dry
lands by diversion, employing inexpensive methods of construction.
Pollution of water sources within these areas will be eliminated,
and adequate fireguards will be furnished.

Scope of Wildlife Conservation

The development of wildlife as a national resource in connection
with a general land-utilization plan should embrace not only na-
tional-forest, national-park, Indian-reservation, and State lands but
should extend to parts of the unallotted public domain. A com-
prehensive system of Federal wildlife refuges contemplates including
areas on the public domain that under proper administration would
have a higher value for such game as mountain sheep, antelope,
mule deer, and sage hens than for any other land use. On other
parts of the public domain the plan contemplates control of the
grazing of domestic stock, with due regard for the reasonable needs
of the native species of game.

One million dollars from emergency relief funds has been set aside
by Executive order for the acquisition of migratory wild-fowl
refuges. One and one-half million dollars of the funds provided for
the withdrawal of submarginal lands will be devoted to the acquisi-
tion of tracts peculiarly suitable for the production of waterfowl,
fishes, and fur-bearing animals. Other submarginal tracts which,
while not so well adapted to aquatic life, can be developed to meet
the vital requirements of upland game species will be purchased direct
by the Submarginal Land Committee and turned over to the State
conservation agencies for administration as wildlife sanctuaries or
demonstration areas. Three and one-half million dollars of drought
relief funds will be used to purchase lands adaptable for wildlife
sanctuaries within the drought regions and 214 million dollars of
Public Works funds will be ava,ila%le for engineering operations to
restore and control water levels, to stop soil erosion, and to improve
food and other environmental conditions on Federal wildlife refuges.

On March 16, 1934, the President approved the Migratory Bird
Hunting Stamp Act, which provides for the issuance through post
offices of a Federal hunting stamp at a fee of $1. The stamp must
be in the possession of every person over 16 years of age who hunts
ducks, geese, or brant. It is estimated that the annual revenue from
the sale of these stamps will be between $600,000 and $1,000,000, of
which 90 percent will be expended by the Biological Survey in the
acquisition, improvement, and maintenance of sanctuaries for migra-
tory waterfowl,
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SOCIAL AND ECONOMIC ASPECTS OF FORESTRY

We solve only half the recovery problem when we stop producing
surpluses. It 1s equally important to start producing something
else. Curtailing production in certain lines without increasing it in
others simply means creating more unemployment. There must be
positive as well as negative readjustments; new jobs must replace
old. Undoubtedly our greatest single opportunity to accomplish
this end lies in forest improvement and conservation, through which
we may furnish noncompetitive employment and permanent new
sources of income. For much of our land forestry and agriculture
are alternative uses. Fully one-third of the land in the continental
United States is actual or potential forest land. There is no surplus
of growing trees, but, on the contrary, an increasing need to guard
against a future shortage. Forest industries can be developed to
support many more people than they do at present without the
slightest risk of glutting the market. Indeed, an increase in the
forest uses at the expense of the agricultural uses of land would tend
strongly to improve the general economic balance.

Accordingly the Department, through its Forest Service, is giving
greatly increased attention to the protection, the development, and
the permanent upbuilding of our forests. It is accelerating the
program, not only to furnish noncompetitive employment on the land
and to lighten the burden of relief Eut to put our timber on a sus-
tained-yield basis—to get it handled as a crop and not as a deposit
of ore. In this great enterprise three requirements stand out:
(1) The acquisition of forest land by public agencies; (2) the resto-
ration of this land to profitable timber production through fire pre-
vention, replanting, and judicious cutting ; and (8) extension of ade-
quate fire protection to a larger proportion of private lands with
recognition of the fact that private owners should cease *butcher-
ing ” the timber, and should make provisions for future crops as
they cut. In all three directions progress can be reported. Land
acquisition by public agencies has been speeded, forest improvement
has been forwarded through a public-works program, and forest
industries under N. R. A. codes have assumed definite responsibilities
for maintaining the productivity of timberlands.

As is well known, the Forest Service has battled for many years
against short-sighted practices in the timber industry. 'This
country’s timber industry began with enormous raw resources—
with virgin stands of timber against which no one had any
charges. It strove to get out the timber as quickly as pos-
sible, and never thought of restoring the growth. Founded
and financed on this basis, the industry counted on a short mill life,
and on quick liquidation of its investment. In all parts of the
country we can see the results in sawdust piles and abandoned towns.
Many forest communities that seem still to thrive are nearing the
junk heap ; they are taking out forest wealth much faster than it can

e replaced. If they keep up their present rate of cutting, they will
be finished within a few years. In an extensive western area that
had 25 sawmills a quarter of a century ago, only 4 remain. There
has been an enormous shrinkage in the timber crop. It is the same
in the South. In one area typical of many, timber companies re-
moved all the virgin timber, without leaving even seed trees. Fire
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caused more destruction. Now the mills are gone, the county bonds
are in default, and half the population is on relief.

Difficulty of Reform

Against such practices it is difficult to make headway, though the
forest industries themselves recognize the need of reform. As in
other phases of our economic life, the principal obstacle is unregu-
lated competition. Left to themselves, and forced meanwhile to en-
gage in a ruthless struggle for business, the timber companies find it
impossible to think of the future. The impulse to cut without pro-
viding for regrowth outweighs the public interest in conservation.
Public regulation of timber holdings is necessary, and also a funda-
mental readjustment in the prevailing method of financing the forest
industries. Together, these things will promote a sounder forest
economy, and lead to permanent communities rather than to aban-
doned towns. Along with public regulation of private timber hold-
ings should go an extension of public forest ownership; for through-
out large areas the problem of forest care and improvement is such
that only public agencies can deal with it effectively.

Social as well as economic considerations vest forestry with a
public interest. Living in or near the national forests alone are
more than three-quarters of a million people partly or wholly de-
pendent on these forests. Forest industries create local markets for
farm products, provide work off the farm, increase community advan-
tages, and lighten the burden of taxes. Forest improvement occupies
people who might otherwise engage in commercial farming or in
other overcrowded work. Forest recreation and wildlife afford
sources of income. Forests should be protected and improved, not
only to insure the Nation a continuous and adequate supply of forest
products but to furnish employment and build stable communities.
Moreover, their indirect value as a source of income is enormous.
The forests help to protect growing crops, to control erosion and
stream flow, and to conserve water for city needs and for power,
irrigation, and navigation.

I-ﬁtherto our forest resources have furnished employment mainly
through exploitation—through wasteful cutting and through prac-
tices that made restockin% difficult or impossible. There is a better
way. Forests may still furnish materials for the lumber industry,
the pulp and paper industry, and other forest industries. At the
same time they may be conserved and improved as a source of future
supplies by means which furnish employment now and furnish also
the guaranty of increased employment in the future. It is possible
to remove timber in large quantities and leave the land in a better
condition to grow more timber. This is an important object of the
emergency conservation program. Following the creation of the
Civilian Conservation Corps, the Government put to work in the
forests more than 250,000 unemployed young men and boys, many
of whom had never had regular work before. They improved fire-

revention facilities, abated soil erosion, combated tree pests, and
mproved forest conditions in other ways. Eighty percent of the
work was planned and supervised by the Department’s Forest Serv-
ice. The social value of the enterprise, immediate and prospective,
is certainly very great.
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" An Economic Investment

On the economic side, the work was essentially an investment. It
made the forest properties more valuable. The Federal public-
works program in forestry had a counterpart in the States that have
State forests. Also, the Federal Emergency Relief Administration,
the Civil Works Administration, and the National Recovery Admin-
istration made funds available for the same general purpose. The
Forest Service supervised a total expenditure, Federal and State, of
more than $200,000,000 for regular and emergency work in the
forests. Manifold returns may be expected. Public administration
of forest lands takes into account many things that private adminis-
tration inevitably neglects, such as recreational values, grazing and
wildlife values, erosion control, and water supplies. Forest con-
servation and improvement, as conducted during the last fiscal year
through regular and special appropriations, woﬁcs toward a coordi-
nation of forest uses, present and future, for the good of the entire
Nation. It is an investment which may be relied on to produce
dividends.

The Federal program of land acquisition was accelerated during
the fiscal year. The Government acquired or placed under contract
of sale 4,206,560 acres of privately owned forest land, as against
672,425 acres in the previous year, and a maximum of 5427,925 in any
earlier year. It is continuing the accelerated purchase program and
preparing to establish shelter belts of planted timber throughout a
hundred-mile strip of the eastern Great Plains ared as a means of
retaining soil moisture, checking soil erosion especially by wind, and
facilitating the continued agricultural use of the land. The shelter-
belt project will furnish part-time employment to many farmers,

State Participation Essential

To carry through on a national scale the measures of forest-land
acquisition, reforestation, and forest improvement necessary to make
the forest resources fully useful will be a prodigious long-time task.
Extensive State participation is essential. The Department last year
recommended an acquisition program involving both Federal and
State action and placing at 224,000,000 acres the total to be acquired
by public agencies within a suggested 20-year period. Since the
accomplishment of this program turns partly on the willingness of
the States to participate, it is obviously important to seek an under-
standing with each State as to the character, amount, and location of
the land for which public ownership is necessary or desirable, and
as to how the task involved should be apportioned. The National
Resources Board and the Land Planning Division of the Agricultural
Adjustment Administration are assem%)ling data relating - compre-
hensively to land and water use throughout the country. This study
includes the whole problem of forest-land use, forest-land ownership,
and the public forest-ownership program necessary to carry out a
national land-use plan. State agencies are cooperating.

116273°—35—6
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NEW FARM LEGISLATION

Congress at its last session passed much legislation of importance
to agriculture, including amendments to the Agricultural Adjust-
ment Act, new laws to regulate the production of cotton and of
tobacco, a measure authorizing the President to negotiate reciprocal
trade agreements with foreign countries, an act authorizing the
creation of grazing districts out of the public domain, an amend-
ment to the bankruptcy act granting extensions of time to distressed
farmers for the payment of their debts and mortgages, and an
emergency appropriation act providing, among other items,
$525,000,000 for relief in drought-stricken areas.

Amendments to the Agricultural Adjustment Act added cattle,
peanuts, barley, rye, flax, grain sorghums, sugar beets and sugar-
cane to the list of basic agricultural commodities. They authorized
an appropriation of $200,000,000 for dairy- and beef-cattle adjust-
ments, and an appropriation of $50,000,000 to buy dairy and beef
products for relief distribution and to reimburse farmers for cattle
destroyed in campaigns against tuberculosis and other diseases.
The sugar amendments authorized a domestic production of
1,550,000 tons of sugar in the beet-sugar area and 260,000 tons of
sugar in the cane-sugar area, and empowered the Secretary of Agri-
culture to make allotments for sugar imports. They provided also
for processing taxes to finance the sugar control, and authorized the
Secretary to purchase surplus sugar, not in excess of 300,000 tons,
produced in the beet-sugar area and to distribute it for unemploy-
ment relief or to dispose of it in other ways consistent with the policy
of the act. Still other amendments to the Agricultural Adjustment
Act modified provisions relating to the processing tax.

Under the Bankhead Cotton Control Act Congress limited the
amount of cotton marketable tax exempt from the 1934 crop, and
provided for the collection of a tax from cotton sold in excess of the
tax-exempt amount. The Kerr-Smith Tobacco Control Act applied a
similar principle to tobacco and imposed a sales tax on all tobacco
harvested in 1934-35 except Maryland tobacco, Virginia sun-cured
tobacco, and cigar-leaf tobacco.

Tariff Act Amended

To facilitate the expansion of foreign markets Congress amended
the Tariff Act of 1930. It authorized the President, whenever he
finds that any excess duties or other import restrictions of the United
States or of any foreign country restrict our foreign trade unduly,
to enter into trade agreements with foreign countries. These agree-
ments are not subject to Senate ratification. i

Bﬁ, the Taylor Grazing Act Congress authorized the creation out
of the public domain of grazing districts to comprise not more than
80,000,000 acres. The Secretary of the Interior is to administer these
districts under a system permitting bona fide settlers, residents, and
other stock owners to graze livestock. In addition the act authorized
the Secretary to permit homestead entry in tracts not exceeding 320
acres within such grazing districts when it appears that the land is
more valuable for cultivated crops than for native grasses.
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New bankruptcy legislation for the benefit of agriculture went
into effect under the Frazier-Lemke-McKeown Act. This measure
permits farmers who have not succeeded in getting their indebted-
ness adjusted to petition for bankruptcy and for an appraisal of their
property. Appraisers appointed by the court will appraise the
property “at its then fair and reasonable value, not necessarily the
market value at the time of such appraisal.” Then, with the consent
of the lien holders, the property may be sold, in whole or in part,
to the debtor on certain prescribed terms. These call for the pay-
ment of 1 percent interest upon the appraised price for the first year,
and thereafter for the payment of a certain percentage of the ap-
praised price, with interest at 1 percent on the unpaid balance, until
the end of a 6-year period, when the remaining unpaid balance is
due. Should the creditors reject the proposed arrangement the court
must stay all proceedings for 5 years during which time the debtor
may retain all or part of the property on payment of a reasonable
rental. At the end of the 5 years, or earlier, the debtor may pay
into court the appraised price of the property subject to reappraisal
at the request of any lien holder. In the absence of such request, pay-
ment of the appraisal price will fully discharge the debtor and give
him title to the property.

The Emergency Appropriation Act made available $525,000,000
for relief in stricken agricultural areas to be allocated by the Presi-
dent to supplement previous emergency appropriations and for sev-
eral additional purposes. Another measure authorized a $40,000,000
appropriation to the Farm Credit Administration for crop-produc-
tion loans.

Proposed A. A. A. Amendments

Certain proposed amendments to the Agricultural Adjustment Act
did not come to a vote. These related to the enforcement of market-
ing agreements. All the major producers’ organizations, including
the National Grange, the American Farm Bureau Federation, the
Farmers National Grain Corporation, and the National Cooperative
Council endorsed them, as likewise did the Agricultural Adjustment
Administration. Their purpose was to restate in explicit terms what
the administration believed to be the original intent of Congress.
Misleading statements stirred up considerable opposition. Oppo-
nents charged that the amendments represented an attempt to en-
large the powers of the Agricultural Adjustment Administration
and it proved impossible to smooth out controversial points before
Congress adjourned. In the original Agricultural Adjustment Act
Congress empowered the Secretary of Agriculture (1) to issue
licenses permitting processors, associations of producers, and others
to handle farm products in interstate or foreign commerce; (2) to
suspend or revoke licenses for violation of the terms and conditions
thereof; (3) to fine anyone handling farm products in such a manner
without a license; and (4) to require licensees to furnish reports and
keep suitable accounts. In attempting to enforce these provisions
the Administration met with resistance. Minorities took advantage
of technicalities and ambiguities in the law. They strove to prevent
the enforcement of licenses and consequently to defeat the purpose
of marketing agreements.
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Generally it is essential to couple marketing agreements with
licenses enforceable against obstructing minorities. atever blocks
enforcement of the licenses blocks the purpose of the agreements.
Accordingly the amendments in question sought to remove uncer-
tainties in the law, and to specify more clearly the Secretary’s power
to enforce these marketing arrangements against the recalcitrant
few. In several cases the lower Federal courts have decided the
licensing powers exercised by the Secretary of Agriculture were
properly exercised. Litigation and other obstruction nevertheless
continued and seemed likely to increase pending a more definite
statement of the Secretary’s licensing powers.

Marketing agreements covering a great variety of crops were in
effect when the amendments were proposed. These agreements cov-
ered fluid milk and cream, tobacco, peanuts, rice, California decid-
uous-tree fruits, Northwest deciduous-tree fruits, California, Texas,
and Florida citrus fruits, Flame Tokay grapes, clingstone peaches,
canned and fresh asparagus, canned olives, walnuts, raisins, turpen-
tine, and rosin. Licenses regulated the distribution of milk in many
large cities. Not including increased returns to tobacco and milk
producers, the benefit to farmers from marketing agreements and
licenses in the 1933-34 season ran close to $30,000,000. It would have
been larger had the opposition of minorities not hampered the making
and enforcement of agreements.

Opposition of Various Groups

Certain large distributors, processors, and handlers of farm prod-
ucts opposed the amendments. There was some opposition in Con-

ress. 'The opposition contended the proposed clarification of the

ecretary’s powers involved an extension to him of additional powers.
One objection was that the amendments would have permitted the
licensing of individual farmers. Therefore the Administration pro-
posed that a majority of producers affected by any license should
have an absolute Veto power over any of its provisions. One amend-
ment would have allowed the Secretary, in making contracts with
farmers for the reduction of basic crops, to stipulate that the produc-
tion of nonbasic crops should not be increased. This Frowsion, it
was declared, would compel farmers to reduce their total production.
No farmer, however, would have been obliged to sign any such
agreement. There was nothing in the amendments to change the
voluntary character of the adjustment programs. The Senate Com-
mittee on Agriculture and Forestry favorably reported the amend-
ments, but they did not come to a vote in Congress.

GRAIN FUTURES

The Grain Futures Act should be amended and extended. The
present law, enacted in 1922, has served well the purpose of a_pre-
liminary measure. It has provided a broad foundation of experience
upon which to base more complete regulation of the speculative mar-
kets. However, the need for amendment and enlargement of powers
under the act has been apparent for many years. At the last session
of Congress a bill to amend the Grain Futures Act, H. R. 9623, assed
the House of Representatives but was not reported out by the Senate
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Committee on Agriculture and Forestry in time for Senate action
before adjournment. One of the important provisions of this bill
was the power given to place a limit upon purely speculative trading
on the part of any one person or firm. It provided also for the
licensing of commission firms accepting orders from the public and
prohibited, under severe penalty, the bucketing of customers’ orders,
the making of wash sales and fictitious trades, and cheating and fraud
in connection with the handling of customers’ orders.

There is, of course, a rather wide-spread opinion that speculation
is harmful in itself and that curbing or prohibiting entirely dealings
in futures would be desirable. The stubborn opposition of the ex-
changes to Government regulation of any kind, touching even prac-
tices which the exchanges condemn, has geen largely responsible for
this still growing opinion. Thus far the Department has counseled
a regulatory policy, one which would preserve and strengthen the
futures trading system. It has supported the view that a moderate
amount of speculation in commodities gives life and liquidity to the
market for such commodities and thus serves a useful economic pur-
pose. But it cannot accept the view that in order to have those
benefits it is necessary also to tolerate the evils of unregulated specu-
lative markets, which in the long run far outweigh any possible good
results.

For a late example of harmful speculation we need only go back to
what happened in July 1933. Speculation in grains, induced in
part, per{;aps, by talk of monetary inflation, resulted in a much too
rapid advance in prices during the period from June 20 to July 18.
Commission houses, anxious for business, took and carried large spec-
ulative accounts without adequate margins. Large speculative lines
were built up out of paper profits, and when the market finally lost
its momentum there was no reserve power to sustain values. Over-
extended traders could not stand even a small price recession. Con-
sequently, on July 18 and 19, wheat prices broke practically 30 cents
a bushel and a serious financial crisis was averted only by the fortu-
nate turn of circumstances.

The effect of the market crash just mentioned was to destroy
entirely the morale not only of the professional speculators but of
those who speculate moderately and on the basis of conservative
appraisement of values. That experience so frightened the specu-
latively inclined that the grain markets suffered by it for a full year
afterward. In this case speculation helped boost prices for a short
time, but to farmers who were getting ready to harvest their crops at
that time it gave only a false hope. Instead of benefiting by the
price advance they reaped the inevitable fruits of overspecu-
lation—extended market stagnation and a price dominated by
fear psychology.

FOOD AND DRUG CONTROL

That the existing Federal Food and Drugs Act has sharp limita-
tions is generally recognized, and the Department has long advocated
stronger legislation. In 1933 it prepared a new food and drugs bill,
which was introduced in the Senate and considered by the %enata
Committee on Commerce. Two hearings resulted in material modi-
fications of the draft. In March last the committee favorably re-
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ported the revised bill (S. 2800). This measure retained most of
the provisions advocated by the Department for the protection of
consumers and would have controlled the traffic in food and drugs
more effectively than the existing law. In addition, it would have
regulated the cosmetics trade and the advertising of foods, drugs,
and cosmetics. Unfortunately, the bill did not come up for passage.
At the next session of Congress the Department will again request
the introduction of an adequate food and drugs bill.

The measure considered at the last session contained nothing new
or startling. It simply provided means to deal with needs that have
become more and more evident in recent fears. Officials charged
with the duty of protecting the public health have time and again
recommended the essential features of the measure. Like the exist-
ing Food and Drugs Act, it would have benefited all honest manu-
facturers as well as consumers. Nevertheless, bitter opposition de-
veloped. The opposition came not only from interests not too
scrupulous of the public welfare but from reputable manufacturers,
and even from some consumers, whom misrepresentation of the bill
had misled.

Under the Sherley amendment to the existing Food and Drugs Act
the Government has the formidable obligation of proving that the
claims made in the labeling of patent medicines are both false and
fraudulent. This requirement, which the proposed bill would have
changed, has been one of the most serious handicaps enforcement
officials have had to meet. In one case, that of a horse liniment sold
as a cure for human tuberculosis, the Government spent $75,000 over
a period of 10 years trying to get the false claims off the label.
Though the first case was tried in 1922, only in March of this year
was the manufacturer at last brought to book and sentenced to a
fine of $2,000. Another provision exempting any food product sold
under its own distinctive name from all restrictions except those
relating to the addition of poisonous or deleterious ingredients had
no counterpart in the new bill.

Besides cosmetics and advertising, curative devices and contrap-
tions, and products like the so-called “reducing agents ”, which are
now immune, would have been brought under control. Provisions
as to labels were considerably amplified to enjoin not only the truth
but the whole truth, that the consumer might have sufficient infor-
mation to protect both his health and his pocketbook. The bill also
gave the Federal Government authority to set up a standard of
quality and identity for all food products, and to establish safe
tolerance for poisons in foods. As the light fines imposed under the
present law seem to be regarded by some manufacturers as no more
than license fees for carrying on an illegitimate, if profitable, busi-
ness, the bill provided more drastic penalties, with injunctions against
chronic offenders.

Right of Self-Medication Not Denied

One false objection was that the bill denied the right of self-
medication. Actually it would have made self-medication safer. It
would have driven from the market drugs that are dangerous for
the layman to prescribe for himself and would have permitted only
such claims for home medicines as they could fulfill. Another
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groundless objection was that the proposed law would have doomed
advertising by insisting on the truth. This charge involves the
ridiculous assumption that American business depends on dishonesty.
Still another misrepresentation was that the bill would have allowed
only factual advertising. The Supreme Court has definitely recog-
nized “trade puffing ” as legitimate.

False advertising should not be continued without restraint. In
proportion as buying power goes for harmful things consumers have
less to spend for things that are worth while and honest advertising
is less effective. Honest industry should welcome an advertising
standard to which its practice may profitably conform. Advertisers
can tell the truth and still do business profitably. )

Opponents of the proposed food and drugs bill alleged also that
it conferred czaristic power upon the Secretary of Agriculture. This
allegation had mainly to do with provisions authorizing control of
food and drugs traffic through licensing, where the public health
could not be protected otherwise. Opponents objected likewise to a
provision for the establishment of permissive supervisory inspection.
Subsequently the sea-food industry requested this type of regulation
for itself. It was granted through an amendment to the existing
Food and Drugs Act.

Pressure of other legislative business, as well as the objection of
certain interests, prevented enactment of the bill. Pending its rein-
troduction, the Department will continue to urge the wisdom and
necessity of its provisions.

"‘Despite the shortcomings of the existing law, its enforcement
wrought further improvement in our food and drug supply during
the last year. Routine enforcement directed regulatory action
against violations affecting the public health, violations involving
filth or decomposition in foods, and violations resulting in economic
fraud. In the last fiscal year the Food and Drug Administration
reported more than 1,000 shipments of foods, drugs, and stock feeds
to the Department’s solicitor, as a basis for criminal prosecutions.
It caused seizure actions to be directed against 1,226 consignments
gf goods, 435 consignments of drugs, and 24 consignments of stock

eeds.

Sea-Foods Problem

A major problem is the protection of the consumer against filthy
and decomposed food products. Because of their highly perishable
nature, sea foods require special attention. Such products, both
canned and fresh, create many occasions for seizures and prosecu-
tions. Protection of the consumer requires the scrupulous attention
of manufacturers to the character of the raw fish products, to rapid
and sanitary handling, and to proper sterilization. The previously
mentioned amendment to the Food and Drugs Act allows the Secre-
tary of Agriculture, at the request of any packer of sea foods sold in
interstate commerce, to inspect the product at the manufacturing
plant. Manufacturers may appropriately label goods that have
passed the inspection. They receive the service at cost.

Research in the Food and Drug Administration developed some
new methods to reveal the presence of filth in dairy products. These
methods led to the seizure last year of numerous consignments of
low-grade butter of the type known as packing-stock butter. Among
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the seizures were some consignments of alleged creamery butter.
The resulting legal actions stimulated dairy processors to improve
the methods of making and handling butter.

Another big problem is the control of poisonous spray residue.
The Food and Drug Administration maintains an extensive sur-
veillance of interstate shipments of fruit and vegetables by both
truck and rail. Fruit and vegetable producers and dealers are begin-
ning more and more to recognize the importance of spray-residue
control. State authorities support the movement vigorously. In
conse&uence the number of legal actions necessary in the last fiscal
year declined. Only 58 seizures of fruits and vegetables for excessive
spray residue had to be made in 1934 as compared with 241 in the
fiscal year 1933.

Liquor Adulteration and Misbranding

Prohibition repeal created new problems for the Food and Drug
Administration. Under prohibition the regulation of alcoholic
liquors was the task of other Government agencies. When traffic in
alcoholic beverages became legal, the Food and Drug Administra-
tion had to apply to it the terms of the Food and Drugs Act. It did
not receive additional appropriations for this purpose. As may
easily be imagined, it would be possible to divert to this one purpose
the entire appropriation for enforcing the Food and Drugs Act.
Since this would be manifestly inexpedient, the administration con-
centrated attention on the most serious types of liquor adulteration
and misbranding,

In accordance with this policy the administration made a survey
of whiskies labeled as medicinal. It caused actions to be instituted
against brands not up to the requirements of the United States Phar-
macopeeia and not clearly labeled to show their deviation from that
standard. Misbranding of beverage whisky amounting to definite
misrepresentation prompts administrative action. owever, the
character of the liquor traffic obviously makes special legislation
necessary. Many types of liquor adulteration and misbranding can-
not be proved, or even detected, by chemical analysis.

Among the byproducts of prohibition repeal are candies contain-
ing alcohol in liquid centers. Such articles are vicious, particularly
in view of their consumption by children. Confections containing
alcoholic, spirituous, and vinous liquor have been held illegal under
the Food and Drugs Act from the beginning. They do not become
legal simply through the repeal of prohibition. Purveyors generallg
bootleg these preparations. It is difficult to track down and establis
the interstate character of the shipments. Nevertheless, the adminis-
tration seized 18 consignments and practically drove liquor candies
out of interstate commerce.

RESEARCH

Research is the Department’s biggest job; indeed, research is the
foundation of everything it does. It could not help farmers to plan
their production, to reduce their costs, to fight the diseases and pests
that attack animals and plants, to produce better crops and live-
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stock, and to market their products efficiently, without first studying
how these things may be done.

Yet some persons believe there is a conflict between agricultural
research and the need to adjust agricultural production. Agricul-
tural science enables farmers to increase crop yields per acre, and
to increase the output of meat and milk per unit of feed consumed.
How, it is asked, can this be reconciled with the present necessity to
restrict certain kinds of farm production?

The contradiction is unreal. When farm production exceeds the
demand, it shou]d be reduced not by discarding science, but by plant-
ing fewer acres or raising fewer animals. There is no advantage in
allowing costs per unit of 1{;roduction to increase, as would be the
result of giving science a holiday. By letting pests and diseases
ravage their crops, and by harvesting inefficiently what remained,
farmers could doubtless reduce their output, and raise the prices of
farm commodities. But they would increase their unit costs of pro-
duction out of all proportion to any conceivable gain in prices, and
would produce goods of low quality.

It is therefore wrong to say that agricultural research should be
curtailed when crop adjustments are in order. In fact, the need for
research is greater then. The character of the work should perhaps
be somewhat changed. The crisis through which American agricul-
ture is passing gives a new direction to agricultural research and a
new importance to certain kinds. Especially it emphasizes the worth
of investigations having an immediate social application.

In shaping its research to meet the emergency, the Department
has kept this principle firmly in mind. It has strengthened various
studies promising wide social benefit, not only to farmers but to
other economic groups. Examples are the economic investigations
that furnish a basis for crop adjustments; the soil surveys and land
classifications that influence subsistence homesteading, forestry, ero-
sion control, and wildlife conservation; and diet studies that serve to
guide public agencies in dispensing relief. 'We need technical prog-
ress in the distribution as well as in the production of wealth.
Research devoted to that end joins economic science to production
science without detracting at all from the value of the latter. It
produces benefits that cannot easily be monopolized. Much research
of this kind we have had, of course, for a long time. As we move
away from ruthless competition toward efficient social cooperation,
the scope and the need for it increase.

Social Value of Emergency Studies

Many studies made possible during the last year through emer-
gency appropriations have outstanding social value. This Depart-
ment gathered facts of tremendous national significance in a study
of tax delinquency, which indicated the extent, the character, and
the causes of the trouble. Results of this investigation may pro-
foundly influence Federal and State policy in reallocating land to
~ better uses. Emergency funds facilitated animal- and plant-disease
control and work on problems created by the drought. Emergency
funds also aided research as well as action against bovine tuberculo-
sis, Bang’s disease, tick fever, endemic typhus, white pine blister
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rust, infestations of grasshoppers and chinch bugs, Dutch elm disease,
and other scourges.

Special appropriations from Congress and grants from N. R. A.,
P. W. A, and C. W. A. financed statistical and economic studies, a
farm-housing survey, and numerous miscellaneous activities. This
Department furnished technical help to numerous Government
agencies, in connection with unemployment relief, subsistence farm-
ing, work in the Tennessee Valley under T. V. A., code making and
enforcement by the N. R. A., land planning by the National Re-
sources Board, and tariff negotiations by the State Department.
Investigations went forward looking to the solution of the spray-
residue problem, the increased utilization of farm byproducts, the
better adaptation of farm implements to farm needs, the breeding
of drought-resistant agricultural plants, and the development of
grasses suited to dry areas.

The Department cooperated extensively with the State experiment
stations. The cooperative studies included surveys of soil resources
in practically every representative agricultural area in the country;
soil use and conservation; prevention of soil losses through erosion;
establishment of superior types of farming; improvement of irriga-
tion practices; more efficient and economical use of fertilizers; im-
provement of corn and other cereal crops, and of cotton grades and
prices; breeding of potatoes resistant to disease; development and
establishment of type varieties of vegetables; use of parasites to
combat the oriental fruit moth; survey of plant diseases; increasing
the efficiency of oil sprays for combating insect pests; improvement
of conditions of livestock production, marketing, and meat utiliza-
tion, and of the quality and palatability of meat; determining the
relation of the conformation and anatomy of the dairy cow to pro-
ductive ability; development of beefiness and milk production in
dual-purpose cattle; use of proved sires in breeding for high milk
and butterfat production; prevention and eradication of Bang’s
disease of cattle; establishment of a farm real estate tax index, and
the use of land for grass and forage.

Federal Funds for Experiment Stations

The Secretary of Agriculture is charged by law with the responsi-
bility of administering the Hatch, Adams, Purnell, and supple-
mentary acts appropriating Federal funds for the support of the
State agricultural experiment stations and of those maintained in
Alaska, Hawaii, and Puerto Rico, and of coordinating the work of
the Department with that of the stations. The funds so administered
amounted to $4,439,130 during the year ended June 30, 1934—
$90,000 to each State, $15,000 to Alaska, $62,270 to Hawaii, and $41,-
860 to Puerto Rico, out of a total of approximately $14,775,000
available to these stations from all sources. The funds were used for
the prosecution of about 6,000 research projects, having as their
primary object the betterment of farming and the rural home. About
800 of the projects were carried on in cooperation with the Depart-
ment of Agriculture. The Office of Experiment Stations represents
the Secretary of Agriculture in administering the Federal funds for
the stations.
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GENETICS

Probably no single factor in the research program in the Depart-
ment is more important than what we have come to call the search
for “superior germ plasm.” Briefly, this consists of the discovery
and development of superior seed stock through applications of the
art of breeding and the principles of genetics. Such superior mate-
rial then becomes available for use by producers of grain and live-
stock, as well as to the scientists and practical breeders for further
improvement. v

The isolation of strains having superior germ plasm is of tre-
mendous value in efficient production. Superior germ plasm helps
the farmer, not only to produce more per unit, but also to produce
plants and animals of better quality and greater usefulness. In the
plant field much has already been accomplished in this respect and
although progress has been much slower and less spectacular in the
animal field, many of the principles of inheritance are being applied
in the development of new and superior strains.

A recent exhibition displayed about 150 superior new varieties of
field crops. By the use o£ three chief breeding principles (introduc-
tion, selection, and hybridization) plant breeders have developed
hundreds of new varieties which are high-yielding, disease- and
insect-resistant, of high quality, and superior in many ways to the
ordinary varieties.

New, superior varieties of wheat, such as Turkey, Marquis, Kanred,
Ceres, Federation, Tenmarq, Ridit, and Oro; varieties of oats, such as
Iogold, Albion (Iowa 103), and Markton; and varieties of barley,
such as Hannchen, Trebi, and Gladron, to mention only a few, are
now cultivated on more than 40 millions of acres of crop land each
year. Apples of higher color and quality and strawberries adapted
to canning and freezing are now available. Melons and peas resist-
ant to wilt have been developed. Potatoes, such as the Katahdin,
which is resistant to some of the bafling virus diseases, have been
developed by Department plant breeders.

Progress With Livestock

In the case of the larger animals, livestock improvement involves
such a long-time, expensive program that it is impractical to raise
experimentally the large populations which are necessary for effi-
cient progress. Nevertheless, the fundamental principles of inherit-
ance are essentially the same in the animal as in the plant kingdom.
It has been clearly established that genetic factors concerned with
disease resistance, growth, body size, performance, and fecundity
can be obtained in relatively homozygous conditions by application
of the proper system of breeding and selection. Through introduc-
tions of the proper animal material and application of the correct
breeding system, it is not only possible to concentrate important
hereditary factors in strains of domestic livestock but this is already
being accomplished.

- For instance, one outstanding achievement in cattle breeding is
the development of the Santa Gertrudis strain of cattle by practical
cattle breeders in Texas. The Department has under way a similar
program in which the Brahman and Aberdeen-Angus breeds of cattle
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are being crossed for the purpose of combining certain desirable
characteristics in homozygous condition. A similar experiment is
being carried on simultaneously in which the imported Africander
cattle are being crossed with the Aberdeen-Angus for a similar
purpose.

By combining the Rambouillet and Lincoln breeds of sheep the
Department has developed a strain, known as the * Columbia type ”
sheep, which is particularly adapted to the conditions found in the
Northwest intermountain region. The Department is also experi-
menting with combinations of Southdown and Corriedale breeds of
sheep for the purpose of producing more efficient and true-breeding
strains of sheep for hothouse lamb production. Recently the De-
partment imported 24 Landrace and 6 Yorkshire hogs from Den-
mark for use in the development of superior strains of hogs. An
important part of the improvement program with cattle, sheep, and
swine consists of record-of-performance tests, in which efficiency of
feed utilization and quality of animal products are evaluated.

For the last 15 years the Department has followed a constructive
breeding program in its dairy herds, using sires that possess a high
degree of genetic purity for the factors that determine high milk
production as indicated by the production performance of their
daughters. By concentrating the superior germ plasm of such sires
it is making progress toward the development of strains of cattle
that will be pure in their inheritance and transmitting ability for a
high level of milk production.

In poultry, Department workers have demonstrated that first-year
egg production is determined largely by four heritable characters,
sexual maturity, rate of laying, absence of broodiness, and persistence
of production. By the proper selection of breeding stock, based on
the progeny test, it is possible to develop superior laying strains that
are comparatively homozygous. For the past decade poultry breeders
in several States have been carrying on record-of-performance work
on their own premises, with the object of identifying superior sires
and dams and perpetuating superior strains of laying stock. The
various State rules and regulations governing the poultry record-
of-performance work are standardized through an unofficial or-
ganization known as the “ United States Record-of-Performance
Federation.”

Interbureau Committee on Genetics

No conservation of natural resources can mean more to posterity
than the production of strains of plants and animals relatively
homozygous for efficient production of high quality. The Depart-
ment of Agriculture is devoting itself to the long-time job of de-
veloping strains of this type. An interbureau committee is taking
an inventory of the Department’s genetic accomplishments, prepara-
tory to further intensive research, and preparing to catalog, for the
use of scientists and farmers generally, the superior strains of plant
and animal breeding stock now available.

PROGRESS IN PLANT BREEDING

Research designed to increase the efficiency, stability, and quality
of crop production has proceeded along the same general lines as in
previous years, but on a scale reduced to meet the drastic cuts in
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appropriations for this purpose. In spite of the reduced support,
the plant scientists of the Department have continued to make notable
contributions to a more efficient agriculture and thereby to the gen-
eral welfare of all of the people, urban and rural.

When the results of plant improvement are measured in terms of
acre yield, the larger average yield over a period of years frequently
is due more to preventing ruinously low yields in occasional years
than to raising the general level of yield. Thus the improvement
tends to stabilize production and to permit more definite planning.
Stem rust long has taken its toll from the Nation’s wheat crop. The
disease is not equal in severity in different years, but may be either
negligible or devastating in its effect on susceptible varieties. The
breeding of more resistant varieties by the Department in coopera-
tion with the State experiment stations has reduced markedly, though
not eliminated, the hazard of rust damage from wheat growing in
the northern Great Plains, by providing Ceres, Thatcher, and other
resistant sorts. Similar advances have been made in reducing the
hazards due to winter-killing and smut injury.

Developments in oat breeding tend to stabilize the acre yields of
that crop. Losses due to crown rust, stem rust, and the loose and
covered smuts of dats have been severe in some seasons. Varieties
already have been developed that are resistant to one or more of
these diseases. More recently, strains have been obtained through
hybridization and selection that are resistant to all four. It remains
to determine by adequate field trials that these new strains have no
Eerious unrecognized faults before they will be ready for distri-

ution.

Plant improvement rarely is devoted to the sole purpose of increas-
ing yield. Quality is equally important. Rust and smut decrease
both the yield and the quality of wheat, and the gains in quality from
the development of resistant sorts are frequently more important
than the gains in yield alone. A few years ago practically all of
the wheat from some of the shipping stations in the Pacific North-
west was very smutty, with consequent heavy dockage and a very
low price. With the use of such smut-resistant varieties as Ridit,
Albit, and Oro in these areas, most of the wheat now coming from
the same stations is smut-free and without penalty.

Progress in developing better strains of corn by selection and
crossing has been continued. Larger yield is not the only objective.
The corn breeder strives to develop hybrids that stand up better in
storms and produce a smaller proportion of unsound low-grading
grain. During the past year it was discovered that strains of corn
differ markedly with respect to the constitution of their starch. In
some the percentage of amylose, the valuable constituent, was as high
as 93 percent, and in others as low as 63 percent. This fact provides
a basis for breeding varieties of much greater value to the starch
industries than any now existing.

New Varieties of Fruits

Improved varieties or practices making for a better quality of
product are even more important with fruit and vegetable crops
than with field crops. Through breeding and selection the Depart-
ment recently has produced a number of varieties of strawberries
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having special merits as tc quality and adaptation. The Dorsett
and Fairfax, introduced in 1932, have unusually high dessert quali-
ties. Others are the Blakemore, excellent as a preserving berry; the
Bellmar, a berry of good quality that ships well; and the Southland,
which is especially adapted to southern latitudes and has high merit
for the home garden.

Losses due to alfalfa wilt are not alone those apparent in lower
yields from yea