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FOREWORD

Oregon agriculture suffered a severe setback after
World Wer Y, We were not fully aware of the powerful ece
onomic and social forces unbridled by modern warfare; theree
fore we were unprepared to cope with postwar problems, The
economic collapse came in 1921, and it continued in agri-
culture for some time. In 1924 the College sponsored its
first Economic Conference oif agricultural, industrial, and
financial leaders., Fron this Conference came several
recommendations that helped to guide our agricultural
economy through many trying years,

Today we meet in an era of transition from an economy
of another war to an economy of another peace. The fighting
is over. lhe peace we seek has not been won. It will not
be won until we have efiected the transition that must
follow after years of physical conflict among nations,

~ World War II has shaken our social and economic
institutions to their rootss Science has come into its owne
It is now exerting tremendous pressure toward change. In
fact, the people of the world have been unable to adjust
themselves to thelr environment at the same rate at which
science is causing changes in technology. This inability of
man readily to adjust himself to new things forms the basis
for many of our problems in agriculture, industry, and
finance. It also gives rise to frictions between rageial
and economic groupse.

None of us understands the full impact of all of the
forces affecting our lives. But as leaders it is our re=
sponsibility to seek to understand and evaluate these
forces. It, therefore, is timely that this group of repree
sentative Oregon citizens should meet together in Jamuary
1946 to give consideration to the basic forces affecting
the agricultural welfare. It is my hope that this Con~
ference will help prepare us to meet them. '

GakHzna

‘Ao L- Strand
President



OBJECTIVES OF THE CONFERENCE

o wm AL Schoenfeld Dean. and Dlrector of Agrloulture
RO R Olegon State College.

NERE

It is especially pleasing to me to have the privilege of -greeting
the members of this conference. Many of you have come a considerable
distance to participate in and derive therefrom the benefits of an organ-
ized and- systematlc discussion .of current econemic problems.

Th1s conference on Marketang and Eustributlon is another one of
the many activities carried on by the Oregon State College to fulfill
its responsibility to the pecple of Oregon in the fields of research and
teaching. The speakers who will appear before. this assembly and the .dis- .
cussions .that, will form an integral part of the program will be.concerned
with the impact of. the war on the economic and soclal life of our
citizenry. . _ .

The stresses of war have forced fundamental adjustments in our
ways of life. The basic forces that exerted pressure during the war
and are still exerting pressure on established ways of life are many.
Some of the pressures are permanent; others are temporary. In some
instances the war pressures have merely accelerated the rate at which
change is transpiring. The application of the results of scientific
research to agricultural production reached its peak during World War
IT.: Because of these new techniques: agricultural production was. in-
creased by at least thirty-five percent above any previous.level., We,..
thérefore, have entered the postwar years with a capacity to produce .. .
farm:products far in excess of, our past.ability to find suitable markets.
Industrial capacity has been built up during the.war.at a much greater .
rate than has agricultural capacity. These. condltlons create problems,
the solution of which vill require the most thoughtful attention of.our
leaders in agriculture, labor, 1ndustry, trade, finance and. govermment. -

I It is the purpose of £he College in bringing together this group o
.of leaders in their respective fields to make available to the public .
the best possible current thinking on the isgsues:facing us during the
next few years. My hope is;that we can.attain a measure of success in
identifying the economiec: forces that are likely: to become problems to.
+ the producers in agriculture and industry. Ve will ‘need. to examine - all :
facts pertaining to forces affecting. our welfare, to eonsider. the immedi— .
ate and long-run pattern that may characterlme the’ forces in operatlon,
to seek to establish the basiec causes underlylng .economic disturbances,
and, finally, to present the most reasonable approach to. a solution of
problems faclng usi, - o : PR BT ;
Slnce agrlcultural activ1ty accounts for a . very substantlal part
of the annual income of the people of Oregon, .and since no. other segment
of our economy-is more sensitive to maladjustments in mdust::yz trade, ..
and finanee than is agriculture, the Agricultural Extension Service has . .
chosen to sponsor this Conference. Through an. analysis of the immediate



issues; the implications of specific issues, and the interrelationships of
one economic problem to another; and a discussion of the impact of forces
upon the several segments of our society, we hope to fulfill our function
as an educational institution. :

The Conference program cormittee has sought to bring before this
group several outstanding speakers to discuss some of the more important
forces causing change, as well as the changes and the implications of the
economic changes transpiring. I believe that you will agree with me after
examining the program that the committee has planned well. But it is now
time to see the committee!s plans begin to unfold.

Dr. A. L. Strand, President of the College, has been selected for
the opening lecture. It is his task to direct the destinies of the Oregon
State College into channels that have an immediate and long-run interest to
the people of Oregon. It, therefore, is a pleasure to present Dr. Strand,
who will discuss the subject "We Face the Future." ' '

WE FACE THE FUTURE

Dr. A. L. Strand, President
Oregon State College

If T have any qualifications for occupying this spot on the program,
vhich I doubted many times during my efforts to prepare this paper, it is
because I know something about agricultural depressions, having been rather
closely associated with two or three of them, The fact is, if you will
pardon a personal ‘reference, that the cotton boll weevil and I arrived in
Victoria County, Texas, at one and the same time, the boll weevil coming by
vay of 0ld Mexico, and I by way of the proverbial stork. Nobody noticed
this important coincidence at the time., It wasn't until I was grown and
had begun the study of entomology that I really began to see what had
happened, but of course I had heard lots of talk by older people about boll
weevils a good many years before I knew there was such a word as entomology.
My family was part of the big migration to the coastal region of Texas that
took place a few years after the Civil War and located on a quarter section
of Guadaloupe River soil. Apparently they got along all right until I and
the boll weevil arrived and then things began to get pretty tough. Ve weren't
the only factors, I should say, for everyone knows there were several econom-
ic forces at work in the last few years before.the turn of the century.
(Whatever they all were, we were just as bad off as if we had been supplied
with economic experts to describe our condition.) The weevil did not
counteract, as it should have, but was complementary to the general defla--
tion of prices, in those early years of its invasion taking as much as
seventy-five percent of the cotton crop. The other crops raised were
mostly for feed so there was very little cash income. It was pretty much
a case of four-cent cotton and no cotton., It was these conditions right
there vhere my family lived that gave rise to one of the major farm or-
ganizations that we have today. But my father never "joined that

2



organization, for about a year before it got under way he sold out and

took his family to Montana. _ . A s
| Al of my memorles of T@xas are very pleasantu—gathering wild

pecans along the river,- ®black snake" watermelons, long camping and

fishing trips to the gulf which was- only twenty~eight miles aways- Any! o

realization of the hardships of the time must have come years later,. .I

don't remember- any bitterness that came out of that depression.and.I,think‘

that is rather characteristic. in general of farm peoples .In. 1919, a
very'memorable year in the agricultural history of the. nertharn Great.
Plains, I went back to work: for the Montana Experiment Station, -just in

time to observe the beginnings of another long and severe.depression. In~

July of that year I walked between Inverness. and Rudyard, two. new. towns
on the Great Northern Railway in northern liontana. A more. desclate sight
would be hard to imagine. What wheat plants had. been ovarlnoked by the
pale western cutworm had long since dried up,and besn blowm away by the.
scorchlng winds. There wasntt even any Russian thistle; the only sign

of life was the activity of ‘the western horned lark which was engsged invf

digging out the fat worms which remained beneath the crusted aurface of
the soil, I stopped at a farm house for. lunch and found the family . .
laughing over some verses they had  just composed about the drouth, = "The
clouds look wet but pass us by," was one line I remember, The war was
over, the boys were coming home, nearly everyone had a new Qverland, and
crops would be good again. Hadn't Jim Hill promised them in a.notable
speech at Billings just a. few years before tnat no one would ever see .
wheat selling again below a dollar? -~ T L
. The winter of l919~20 put more. bones to whitan along the fence
rows and in the gullies and swales of that whole cduntry than the ore
advertised winter of 1886, Train loads of them were an imporfant part’
of railway tonnage for several succseding years. The worst of it was
that the poor critters, of which those bones were the last visible
remains, before they toppled over, had ‘already eaten thousands of  tons
of fortyadollar hay shipped in from Mississippi Valley Statea. Itve
heard many a rancher, recounting the experiences of that winter, cnnfass
that he' w1shed hetd bought bullets instead of hay. . ,

The next year, 1920, a fair crop was produced. wheat was a dcllar
and a quarter but very little was sold at that price. .- The~grawerﬁ ware -
holding out for at.least a dollar and & half, maybe two dollars. But

‘then, in spite of any ghostly'objectaon on the part of the great "Empire i\

Buildér,® the bottom dropped out of the wheat market. It was part Of a

great liquidation of human.and material resources that had. beguﬁ.¢

it lasted with little interruption for a long time. . i
To me at least, in sort of explainlng my presence up here, it

seems worthwhile reviewing these events, .For better or ‘for worsey the

. happenings- in those years on the windwswept. plains of Montana were more -

important than anybody could have imagined., = They deeply affected the

thought. processes of several men who later became very prominent in the. L

development of an agricultural policy for the entire country. (Inci-
dentally, it might be a good thing to record here-in.Oregon, they were

all Republicans.) One of them was M. Le Wilson, now the national director



of Agricultural Extension, Up to 1920 he was a county agent and county
agent leader, trying to move eastern Montana into the corn belty a rather
fruitless proposition,™ If he was’interested in anything more than that,

1t was in collecting Indian lore and relies, of 'which Montana had a goedly:

supplys But the eariy 20's'made an agricultural philosopher and ectonomist:
out of bim, mostly philesopher: I would say, - About this time Wilson began
spending considerable time, off and on, at the University of Chicago, and
it was during this period too that he berrowed some hundred thousand
dollars from Mrs. Rockefeller to start his Fairway Farms projecte I have
the word of Hemry C. Taylor and Wilson himself- that the farms produced -
more ideas thén they did crops. Now' if you want to take the trouble to
look up the whereabouts about that time of one Beardsley Ruml, the big

idea man of America and lately credited with originating the New Deal -
Agricultural Program, you will find that from 1922 to 1929 he was director
of the Laura Spellmzh Rockefél e r Memorial and then up to 1933 was a-
professor of so¢iology snd education at the University of Chicagos It
isn't hard to put two end two together. What did the men later to be the
treasurer of Macy's, now the chairman of the New York Federal-Reserve “
Bank, know about wastern agriculture? The answer is probably nothing
although he wag born in Cedar Rapids, Towa; But when he sat, he sat fat
and comfortable and- he had a very fertile mind when it came to playing with
ideas that might be fed ‘to him, (Yesterday, maybe I should remind you, -
was income tax day and ‘the Ruml ‘pay-as-yousgo plan-is quite a boon to all
of us.) If the gonnection bétween Wilson-and Ruml was not direct, it

was through Edward A, Duddy, another Montanan and long-time professor of
agricultural eeonomics at Chicagoe Wilson became the first director of the
WheatuprogTEM.uﬁder‘AAA;‘hut_hging'an‘fdea-man?ratherjthan~an-administrator,
he didn't lagt long at that’and was soon shifted to Assistant Secretary. -

and later Under Secretary.

Another name you will recdgnize is that of ChesBer C, Davis.
When T first knew Davis in Montana he was running a small weekly Republican
newspaper, Mien he moved ,to become editor of the Montana Farmer, ~In ‘the.
early 201s 'He was state commissioner of agriculture. -Davis was a lot
different from Wilson, He was an executive, & busiriess man who had made
agriculture his cause, . He was soon to become associated with George Peek
and Rugh S. Johnson, ‘He had an importent part in the promotion of the
McNarywHaugen Act, ‘only to have it vetoed twice by President Coolidge. -
With Wilson, Peek, and chers;‘he*formulatéd’the~1932vR003eVe1t’agrid .
cultural program,. although the farm ‘érganizations are usually credited with
doing this, and later ‘became the dirécting head of’AAA during the most. .
important and trying years of its existence. He!s now chairmen of "the
St. Louis Reserve Bank,  The last time I saw his name it was asChairmen
of the national committee to choose the prize papers for the Journal of
Farm Economics (published last November) relating to a price policy for
American agriculture, a recognition of no little importance, His review
of the development of agricultural policy since the first World Var, -
published in the 1940 yearbook of the Department of Agriculture, is the
most authentic account of the farm program of the previous two ‘decades.

o As an excuse for these first peragraphs' of my paper I quote from
the introduection of the article just mentioneds M"If experience in this
field teaches_anything, it is that a continuous thread runs through the

. 4,



evolution of agricultural policy notwithstanding its inconsistencies

and contradictions. The programs’ of the pre
for the programs of the future.," And those
routes, grow out of the hard experiences of
soil and pretty closc to the farmers' proble

The SOllS of Montana, that’ often req
mortgage to hold them in place;, during those
agrlcultural economists what in an earlier g
were to writers, poets, and educators. I co
do not w1sh to labor the point.
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Except in magnitude, thls is nothing
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’hope, by some interverition of chance, intell
‘it will be rather drastically altered. The
second show, however, have not been very rea
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Some Liabilities to Success

The agricultural plant keeps going almost as inexorably as time
itselfs  As has been pointed out a thousand times, it is not amenable
to short~time adjustments or control, - Farmers do not and cannot shut
off a part of their acreage, like a manufacturing plant, when demand
for their products is liksly to subside; they keep right on furnishing
food and other farm products for the nation, ~Furthermore, when the rate
of productlon has been stepped up through a series of years. in response
to a great emergency, it cannot be hauled dovn immediately, or even in
the same time that was required for the increase. The stimulation sets
off a linked reaction that is non~reversible, something l:ike what the
chemists call a catenary seriess This-is always an inhecent® iiability
and one that should be understood a little better by all groups in our
economy, The only time farmers cver tried to use the direct methods of
industry in controlling production to more nearly suit demand, it was
a fiasco. Only last night I was reading a speech made by the chairman
of the board of the Westinghouse Electric Corporation entitled American
Economic Stability. After several well-put references to agriculture he
comes to the "plowing under of the little pigs." His attitude toward
that was very derisive as you would expect, although it is improbable'
that a day goes by in the operation of his own company that the same
method is not used, -and he thinks nothing of it. One should not blame
industry too much for such an attitude, however, for farmers themselves
take exactly the same view, The idea of such control was as foreign to
their thinking and experience as the manufacture of Westinghouse air
compressors for P-38's, to operate at thirty thousand feety would have
been if suggested to them. The "little pigsh are 1rretr1evably'f1xed
in the folklore of economics.

. But, of course, right now we den't want to control production of
farm commodities. We want it to be maintained; and I think it will be,
regardless of consequences.

, Another 1iability in our modern—day agriculture is also inherent
to its very system. This is a conflict within itself, you might say.
We push efficiency with such success that fewer people are needed in
agriculture. On the other hand, we ‘advocate inefficiency, ‘or tolerate it,
by the extension of subsistence farmlng as the only way to take care of
those who are displaced by the improved techniques, This ‘has gone on to
a point where fifty percent of the farms produce only about ten percent.
of the products that go on the market. As Hambidge of the U.S.D,Ae states
it, to the extent that this confllct remains uhsolved, we can only
acknowledge that men are.the slaves rather than the masters of thelr own
machines. It is not a problem limited to agriculture, It is just some
more technologlcal unemployment that strikes at human values, a very likely
source of some of the unwonted byaproducts growing up in the body politic
that subside during good times but will break out agaln in full force
when things are not.so rosys . .

Agriculture doubtless reached its greatest degree of efficiency in
1944 when, as you know, production was up 30 percent compared with 1939
and that with some five million less people on the farms and ranches,
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Given the new machinery that our agriculture so badly: naeda,*and some . .
well-placed and timely labor, that efficiency ecould very likely be further
increased.  But it is not apt to be now with the sl'mtt;.ng down of wapr-made
industries and the return of men from the. armed forcess - Although the: i
average farm worker in 1944 was: receiving only 62 percent: as much as’ the -
industrial worker, only the most extraordinary activity in industry eo&ld
attract enough people from iural areas to hold down the farm population

to the 1944 level, good thing as that might be. ° The wartime economy of
the nation was shown, almost like a laboratory experiment, that‘one of the
important drags on agriculture is the crowding of excess people into
farming occupations due at. least in part to the poor performance nf other
parts of the economy. :

But the most perbinent llabilltonf theﬂdasg howaver, (at least
the one: we see plainest) {s the competition between. agricultura and’ gnaups
outside, each for its Mfair share" of the national -income. ~ The basts for °
this is as old-as the divisioh between rural and urben populstions, bub ' -
was intensified by the division.of labor that began taking place withthe
enlargement of the industrial revolution, Farm journals jaggravated. thls

'split so much, about a century ago, that it is altogether too firmly a |
‘part of the conscivusness of all groupss The Jockeying for economic -

position, based on group priessures, as we see’ it exempllified-today, marks
out a -sure road to inflation and a completse edonomic:debecley . True, ‘this
competition may have within 1tself the mechanism of a counterwoverating = =
force, but we have no assurance that that will come into play .befere the .
criticdl .stage is reached., The safer:alternative is some realization:
of the public welfare. The 1945 lLand~Grant Gollegaﬁbpurt on Postwar
Agricultural Policy expresses itself on this point as followa:_, s

" essessssMlegislation and other programs- designad to .afd cartain .
groups at the expense of the national interest not only faeil: to.provide j
adequately for the publie welfare, but often may 'actually hsrm-thé =~ .
specific groups which suck measurds are inténdsd. to bénefit by'yés%pﬂniﬂg
and making more difficult thé eventual solution. of the- problems which they
seck to ¢orrect."  And here may be a good place to mention that, whereas
our experience in developing, refining, discarding, and retrieving variuus
methods of farm relief duriny the past twenty~five years should be, and
can be, & most valuable storehouse of helpful knowledge about:our EE R
agricultural mekeup, it could also be, :coupled with wartimeé exredients,.
a great detriment to the evolution of some sound economic progresss If
we revert to the seéctivnal isolationism of the past, whioh strongly inclines
toward throwing the price of commodities into the poelitisal: aﬂeﬁ&y wv'will
be oultivating the worst forces of national disintegrétiﬁn¢

g-»-.

§9me of our- ggﬂeta S ﬁ’ f3*5’f‘,a 

But enough of the dark 81de...... Where arb some of'; the silver :
linings that we might use to drape the sets of this aecond shawing? '

1. The dislocaticns in our agricultural.plantﬂare less as a i
result of this war than was the czse with the previous ones The whole.
plant was far better coordinated:tg¢:man's nutritional needs than took



place during Viorld War I, Although our soils have been depleted perhaps °
more than we suspect (this of course aside from the great special problems
in soil conservation), we have today a pretty well integrated agriculture
compared with the disproportionate emphasis which was placed on cereal
crops. the time before. This has been-an accomplishment in agricultural
planning, during an emergency, of the highest order and deserves more
commendation than has been directed to it. It should be added, also, that
the expanded plant has to fead 140 millions within our ‘borders now, rather
than the 105 millions in 1920.‘

' 2 Judglng from countless speeches (Eric Johnston must have made
2 thousand), and articles by economists, industrialists, and men of all

walks and fields in society, we do not plan (when in our right minds) to

go back to any more wealth—producing restrictions, - And we hope to remove
some, To restrict production is to become deliberately poorers Certainly
the farmer has a,great stake in greater industrial productions It would
relieve the pressure of an excess farm population, as I mentioned above; .

it would expand the national income; the fullest possible employment and
increased national income would mean more money Spent by the non-farm -
population for food and other products of the farm, and undex sqme conditions,
would help to improve also his foreign market. I know there arc some nifsh
to this rather rosy round robine I confess that I do not understond the
propulsive mechanism nor do I know where the self starter is lecated. I

know that one secret, to Americals high standard of living has come through
the art of producing more and:more for less and less. How far this

principle can be expanded, I do not know. But I.ac¢cept the principle

that to restrict production is to become deliberately poorer for the. natiOn
as o whole, X o g , , 4

. 35 The above is related closely, if not part and parcel srith it,
to the broadest recognition of the interrelationships in the modern world.
I quote from Hambidge: "This shows up in a great many ways--perhaps
most notably in widespread reiteration of the fact that the agricultural
problem is only part of a mere inclusive national economic probleme More
and more pedple realize, for example, that the well-being.of agriculture
depends to a large extent on the amount and the steadiness of. cmployment,
in industry; that city and country are linked together ‘in.a thousand
different ways; that svents on the other side of the world profoundly
affect farmers in the United Statess

“One of the pOwerful practical results of -this recognition of
interrelatianships is . a trend toward broader planning in the solution of
economic problems, It rests'on some such basis as thiss What seem like
separate problems are often found to be only parts of some larger
problem; you cannot solve the parts by themselves; you hove to work toward
a solution of the whole; and this cannot be done w1thout some comprehen81ve
thinking and planning.™- . ’ ' '

It is this rather self evident fact that led to the organization of
this conference, And it is out of this proposition that the most good from
it will come. "The national economy in broad outline" as Robertson said
in the speech to which I have already referred, Yconsists of the sum total



of 21l our efforts whather playing, working, spending, or saving, as well
as the emotional effort'which we put into life, In fact all of us from
our birth to our death affect it and are conditioned by it ~— the white
collar worker, the man in overalls, the taxi driver, professional man,
artist, farmer, businessman (big and little), banker, technician, house-
w1fe, government and civil service employe." You can't run any part of
it in a controlled experiment and be very sure of your observations. In
recent generations we have given up economic independence that was the
source of pride of the pioneers for the dependence that arises from
membership in a highly specialized civilization. Agriculture is about
as dependent as any other segment of society, and in some respects I am
afraid to its disadvantage, it is even more so.

The hopeful part is that this is qulte different talk - quite a
different line of thought about our agriculture in relation to the complete
economic whole —— than we were accustomed to hear twenty years agoe It
takes agriculture out of the orphan class and makes it one of the family,
Its supplications have been replaced by stock in the company and con-
sequently both roles, supplicant and stockholder, should not be played
at the same time,

4+ I think we should not fail-to list with our assets the ounmlative
effects of science on’ agriculture, . No group-is more conscious. — and we.
might add -~ more urgent in -its demands now. for-scientific. aids to ever~
arising problems than modern agriculture, -Indeed, very often the faith.
exhibited in the secientific method transcends-the possibilities of
science, We live the way we do because of past science -and.we farm the
way we do because of the agricultural science of the' past two ‘generations.
To back ‘this up we'have a great working capital in the resources of that
science, mostly in thé form of mer and women:'ess.ss - No better example
can be sighted than the case right here in Oregon., I have been impressed
no end, and any one e¢lse would have the same reaction, to the reports of
the postwar agricultural planning committee headed by Mr, Ballarde Every
phase and segmﬂnt of the statel!s' agricultural 1ndhstry'was subjected to
scientific’ study and analysis. TPaking just one of ‘the many individual
reports, that on'marketing, we get a clear and accurate statement of the
case and basic facts on which solutions to the many marketing problems
will need be rest. Oregon farmers are particularly susceptible to the
adverse effects of a surplus food-fibre situation because ‘the state: is so
dependent on out-of-state marketss We produce a surplus of ‘sach major
crop except swine and sweet clover seed. Few of our products require less
than fifty percent out~of~state marketing and many run better than eighty-
five percent, the average being around seventy. The competition that = -
comes’ out of suoh marketing’ situation works back and pervades every
phase of production and preparatlon for the market,

It was probably this . fact, above all other (and what could be done
about it), that was behind the Economic Conference of agricultural,
industrial, and financial leaders on this campus in 1924e ' The success _
of that conference, which helped to guide .our agrlcultural economy'throngh
many trying years, was in our minds when this one was calleds That is
why we are so sinecerely grateful to the many men and women who have consented



to participate in this program, and partlcu]arly to those outside of agri-
culture, and many from outside the state, who are with us.

- It is fortunate, indeed, that _agrlculture and industry have come to
have a broader frame of reference than obtained a generation ago. We face
many profound changes that will try outr souls, and we must set ourselves
to adjust to them to the best of our ability. Vast dislccations have come
about as a result of the var., Var and its destructive ravages of men and
resources exact a toll that cannot be at once encorpassed by our feeble
minds. There are latent effects that do not show up right away. From a
struggle of the magnitude of that vhich we have just gone through, there
can likely be no quick recovery, at least rione that does not have the germ
of greater upsets within itself. To a world already unstable, its effects
will bring more instability. "The United Statass didn't pay the full eco-
nomic price for the war vhile it was being fought, so we must pay for it
after it is won." ©No doubt millions of our reople will rebel against
doing what that payment will require. Economic, 'social, and political
convulsions as powerful as an earthquake are undoubtedly future possi-
bilities, . :

Although the emphasis in this conference is on economics, we all
know full well that the problems we are facing will require more than
economics,  If we direct our minds to just the agricultural segment of
it, we know that, while an understanding of our economics and our economie
interdependence Will help, it is not enough. We are strongly inclined to
live more by our sympathies and emotions than by our conclusions. We ‘
know that we cannot fit human affairs into little cubbyholes and make
rigid rules according to which human beings ought to behave. The modern
vorld is not just physical and teechnological, it is basically psychological
and beholden to old human cultural patterns of thought and action. This is
what my philosopher friend, M, L. Wilson, calls "Beyond Economics."

You know it is striking how the minds of men, widely separated in
their fields of activity. and interest, so often converge upon the same
basic ideas. I should like to read a paragraph from Wilson and.then show
very briefly how a strong segment of educational 'bhinkers have amved at
the same conclusions,

After reviewing the near overwhelming complentles of the agrlcul—
tural problem in its entirety, Wilson says as follows: .

"The point of view best adapted to avoid oversimpllfication on the
one hand and harsh intolerance on the other, and calculated to guide us
toward the most practical methods of reform, is the cultural approach.
The cultural approach is based upon a keen appreciation of the inter-
relatedness of all social phenomena. Both laymen and social scientists
generally recognize that the facts of our daily lives cannot be clearly
divided up and put in separate departments as the artificial divisions of
the social sciences suggest. Economists, political scientists, historians,
psychologists, geographers, sociologists, and theologians all recognize
that the crucial facts in the life of any individual or in any social
situation cannot be correctly thought of as exclusively political,
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exclusively religious, exclusively economic, or exclusively anything else,
They will merge into one another; and.a single fact viewed from one angle
may seam wholly economic, while from. another .equally. legitimate point of
view it appears wholly psychologlcal. Actually, of course, facts in
themselves are not economic, - politlcal or psychological. :

"The interrelationship of the whole range of social facts is at
least vaguely perceived by everyone who gives serious thought to the
subjects And it has been admitted by the social scientists of every
specialized field. The point, however, is that while ordinarily this °

~1nterrelatlonsh1p is ‘dimly recogni z ed and grudgingly admitted, the cultural

concept accepts the implications fully, gives them primary emphasis, and
- even makes them the foundatlon of its method." : .

This 1s exactly the 1ine of thought that is uppermost in the minds
of serious students. of our modern life and civilization, and this is the
ferment that is strongly at work in higher education. No institution can
ignore it without sacrlflce of its students and the commonwealth that
supports it,

Oregon State College is thought of as a technical schoole We are.
That is tne way we were established —- agriculturists, engineers,
scientists, foresters, etc. But we know that there are more viewpoints.
to any proposition, however technical it may appear to be, than purely

“the viewpoint of the technologlst. "The birthplace of the future is in the

laboratory" and we expect great things to come out of our technical
pursuits, as they have in the past, to help in the creation of nSW'wealth
that can give us morg of the good life., But we have come to know fully

as well that the good life, be it rural or urban, requires the development
of more than the technical approach, It requires all the ingredients

that go into respeonsible eitizenship. We have fought, and our young men
have bled, to make this a moral world. Any thecry of economic and social
progress that leaves out this consideration will .be painfully deficient.
There must be an ingrained, underlying sense of human justice to illumine
the mind and guide the will to act., Without that there can be no stability
to our efforts at integrating agriculture with industry to mutval benefit.
Mithout that there can be no peace,

I would like to concludeé w1th what I thlnk is a good story for
whlch I am indebted to Professor Allan Nev1ns of Columbia University who .
used it in a recent Newcomen Society address., It is the story about an
American engineer, lMr. Herbert L, Schagé. "He was one of the men in charge
of constructing the costly Salmon River bridge in Alaska, The steepness
of the river banks required that this bridge be of cantilever types The
two ends were built out from the opposite shored, to be joined in the
centre by a final heavy truss, Taking advantage of the fact that this
river freezes in winter to a. -depth of nearly sixty feet, the engineers
placed a trestlework of “wood | on the ice to support the two bridgesends;
for they were confldent of completlng the structure before the Sprlng thaw.

" "The work progressod steadlly. The two wings, of immense weight,

were extended over the icebound torrent until they almost joinedy and the
central truss was then dragged upe To their horror, the engineers found
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that instead of being the required sixteen feet, it was but fourteen feet
longs. The specifications engineer, in drafting his order, had failed to
close a vital numeral. Spring was fast approaching. More than a million
dollars had gone into the bridges If it fell, the money and a year of time
would be lost, '“ ' ’

"Imploring cables burned the wirss to the firm in Pittsburgh
which had made the central truss, Extra gangs of men labored continuously
at the steel-mill until a heW'strueture, sixteen feet to the inch, was
thrown on the flat-cars. It was hurried at express-train speed to Seattle.
Here a ship was waiting with steam up; a vessel loaded %o the precise
line at which it could make thc best speed Northward. Gangs of men
frenziedly hurled the truss aboard the vessel. At the Alasks terminal
new gangs still more frenziedly unloaded it on a waiting traim. That
train was whisked to the banks of the Salmon River. Here more frantic men,
toiling like demons, lifted it to the cuntre of the structure and fiercely
bolted it into place. '4nd,! iir. Schage said in telling the story,
Jforty minutes later the ice went out it

I think there is a lesson in this for America. We have come
through some very tight places and this has be¢n happening more frequently
as time has gonc on. We shouldn!t depend on any 4O0-minute margine Ve
dont!t want this film to end as a Pearl White thriller. Itts going to take :
the cooperation of industry, labor, and agriculture, working not separately
but as a unit, not depending entirely upon economic doctrine but also
bringing into play no small amount of humane doctrine as well if this
picture is going to have the happy ending that we want,

THE STAKE OF THE PACIFIC COAST IN TRADE WITH THE GRIENT

John E, Cushing, President of ;
American-Hawgiian Steamship Company, San Francisco, California

Paper Presented by Georgé Ve Cooley, Assistant to the President

Comment today on the future of trade in the Pacific must necessarily-
be based on a long series of "ifs", The Pacific arca has just passed
through its first major war in recorded history. Unlike Burope or even
these United States, there are no precedents to invoke from past ca~
tastrophes and past reconstructions. The old pattern is gone and only
its threads remain., Where and héw they can be fittéd together again, what
new threads will be nscessary, no man really knows. Where to start with
reweaving is still obscure. o

The "ifs" are economic, social and political. They involve the
policies and purposes of all the nations and all the unnationalized peoples
of a vast arca on each one of these throe counts, About all we can do is

to try to catalog briefly those that occur offhand. Any5listing is certain

to be full of omissions but it may at lsast show the gaps in’thg‘gataloging
and so help to £ill them.. ' ‘
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is good for Brltain.

To simplify discussion it might be well to agree at the outset

that we arc dealing primarily with the trade relations of the United
"< States and Occania, Australasia, Japan, China, Malayasia, the East Indies,
+ IndowChina, Siam and British India, Sibéria and the whole Soviet

attitude toward post war foreign trade are certain to be tremendous factors
but it is too early to do more than guess vaguely the parts that they
w111 ultlmately play.

‘It is also impossible to make any distinction between the major
divisions of our own country and to particularize soundly on the position
of our own Pacific Coast, However, it seems a safe assumption that the
trade of this Coast transpacific will develop or fail on relatively the
same scale as that of the natione Geographically and transportation-—
wise our Pacific Coast ports have the edge as the logical gateways at
least as far westward as the Straits and the Indies, Trade tends to
flow along the lines of least resistance and it would not seem that we
need fear securlng our fair shares

There are two further assumptions which do not seem wildly

speculative, There will be a growing bradu in the Pacific as the years

go on, The United States can if it so'elects, and seizes its 0pportunity
now, play the magor role in that trade development.

Right there we hit our first and almost our biggest if," For
almost one hundred years this nation has not been minded to and con-
sequently not organized for foreign trade. Our national thinking on
it has been and seemingly still is absolutely negative, Among certain

‘small groups there has been plenty of -talk and in isolated instances that

talk has been translated into achievement as witness Grace on the South
American West Coast, the United Fruit in Central America and some of our
major oil and steél companies in-all corners of the globe, These isolated

‘examples prove that Americans are as capable forelgn traders as anv'in the

world but there are very,: very‘few.

From time to time over the years our people as such have shown signs
of an awakening interest but in every case the spurt has been shortmlived
and after a few futile dibs and dabs we: have stood aside and let Gedrge do
ite George in this case has been Britain, Germany, Japan and to a lesser
extent Holland and France. Two of the five are no lonner factors.

Incomparably the greatest trade developer the world has ever seen
has been Britain, “Over four himdred years dgoc she began to fight her way
to supremacy in that field and for close to a century and a half she has

* won and held it, Regardless of changes in administration, regardless of

a contantly shifting domestic scene and policy, and regardliess even of
revolution, the brains and efforts of Britain -~ Government and people -
have: cons1stently hewed to the 11ne ~ what is good for her fbreign trade

. . =
At best (Germany and Japan were poor imitators -~ the latter particularly

so, They followed Britaints practices of many years ago and their whole

approach originated no new methods of doing foreign business nor novel
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improvements on the old methodss In- finance, insurance, shipping and all
the other procedures essential to trading away from homey; the world still
works along the lines which the English have slowly evolved over the years.
The best Germany could do was to "cut the rates" on her chief competitor.
The best Japan could do was to follow CGermany!s lead in that field and

add to it the outmoded method of selling and buying with bayonets,

Tihether innovations and new approaches are possible is somewhat
moot. No cae has ever tried them, But certainly in our domestic economy
we have introduced plentyof them in production, in merchandising and in
transportation, Perhaps we can do in foreign fields what we have done at
home, : - : :

Thau presupposes, howsver, & change in our natlonal feellng and
thinking which would lavolva, s :

l-~- A;Wﬂllingness on the part of our youhg men’ to go abroad to live
for long periods - maynhap permanently -~ as our ancestors did in the flrst
fifty ysars of the republic and in the settiement of the west,

2.~ A consistent gOVcrnnent pOllcy of assistance and encouragement to
foreign trade carsied theough from administration to administration re-
gardlzss of party changes or domestic issues -~ and there WL now think in
terms of the tariff and of #trust bustlng"

3~ A W1111ngness on the part‘of private investors to risk their money
in foreign fields gs readily as they now risk it in Wall Street - though
Heaven knows billions of their money are going into- forelgn flelds today
without their knowing it. :

4~ A national sentiment which would regard the légitimate expansion
of our foreign trade as a national interest and which would close its ears
to the cries of “imperialism" and "dollar diplomavy"

How many of these tn ‘ngs come about and when, are surely major Mifst
but all are necessary and must be realized if we are to attaln our
obaectlves in the foreign field,

Then we come to the second and third major "ifs', Assuming the
United States stops fooling around and turns its hand to foreign trade,
particularly in the Pacific, how can we be paid for what we sell? There
are only two known methods ~ by the exchange of goods for goods or by the
sending of money and goods abroad to establish new industries in other
lands and the. taking of our return over a long period in money'd1v1dends.
There may be other ways but they remain to be invented.

- Mind yOu,lthls is not a guestion of “profits®., It is simply a
matter of getting back what you put out. You could not stay solvent long
if you .continuously loaned your neighbor money'énd he contlnuously never
repaid you. - :

On the exchange phase, most of our foreign trade thinking has
always turned on exports. If we are to make real progress in trade
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development in the Pacific we should begin to think in terms of imports ‘
and to center our thinking on how we' can develop them. It i8 no easy task.
We have so much of everything within our borders, We really need so little
from the outside., But answer the import problem and the exports will take
care of themselves. Our products, line by line, are the best of their kind.
Our domesti¢ costs and our ability to meet those of our competitors are
probably out of line but increased volume and full empldyment would ¢ertainly
seem to justify marginal prices abroad while we are establishing ourselves,
We must experiment with new products and possibly cultivate new tastes,

Ve must stop trying to see whether we cannot in some way produce or find
substitutes for the native products of other nations or we will remaln
dllettantes 1n foreign trade,

The business is one of substantial complexity. The exporter is
seldom directly interested in imports. Yet it can mean a great deal to
an automobile manufacturer in Detroit if a sugar refiner in New York elects
to buy his rew sugar in Formosa as against, say Cuba or Hawaii, If we =~
drank tea instead of coffee, our trade with Brazil would suffer but think
what it would mean to trade with China and Ceylon. '

The third 1if® concerns monetary “investment abroad and again 1t 18
far from simple.. Unquestlonably'we have a management and an engineering
and a labor "know-how" which is today superior to that of any other nation,
Tt is predicated on a system of free opportunity and free labor, Tt ig’ ,
constantly striving to raise the living standards of the nation and to date
it has been notably successful, If American money goes abroad it must
unquéstionably and rightly ask that the same methods and motives will
prevail in the enterprises which it makes possible. It will properly'want
a real American direction of its use,

Obviously that will not fit the colonial theory'which has 50. long
prevailed throughout many of the Asiatic areas, With the utmost’ raspect
to the colonial powers they'have had plenty of years in which to do and
not. much has been done, nor does the experience of twenty years with the .
mpandatetsystem augur too well for any marked change under Unlted Nations
Organlzatlon "trusteeshlps“ ' ‘

. By the same token in the non-colonial Asiatic areas, will the
powers that be willingly recognize the merits of an industrlal system S0
foreign to the conceptions ‘and practlces of centurles?

Flnally, how far will our own people go with their government in
aggress1vely supporting not American investments or American préfits but
rather the American way of doing things in Asia,’ The . Phillppines are .
proof that it is a workable way and one which appeals to thé people with
whom it is worked, but even today in the Philippines there are indications
that the powers that be prefer the bayonet to the ballot box as a, decider
of elections. . ‘

Unless the answer to thege questlons is an all—the-way afflrmative,

investment as a method of gettlng pald for our exports 1ooks deflnltely
dubious,
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Finally, there is a fourth major "if®, How far will the people of
this nation go in the assumption of responsibility for preserving peace?
Whatever the police. powsrs of the United Nations may be, it is certain
that no one else can effectively police the Pacific, It is a naval Job_
and ours is the only navy capable of performing it. The British Navy in
the Pacific during the war was simply lost under conditions for which it
was totally unadapted. :

If we do assume this responsibility - and it is hdrd to see how we
can avoid it by wishing it on someone else — it will naturally affect our
trade throughout the arca., Navies must have major bases, intermediate °
supply points, and ports of refuge., Those in turn must be supplied with
all the material that makes a navy function and ‘the home base must be the
ultimate source of supplys.

The Pacific area is so great that the bases required to properly '
police it will be more numerous and individually more substantial than
those Britain ‘scattered ‘throughout the world when her navy dominated all
the oceans. Their supply alone will constitute & very substantial item in
Transpacific trade and the dollars spent in their maintenance w111 be a
deflnlte factor in our import balance.

But.all of that is qualified by the still existent "if", for
certainly whatever we have done on paper to date has been no realistic
acceptance of this particular responsibility.

Bearjng always in mind these four major Mifs" and numerous lesser,
related ones, there are two assumptions Wthh do not seem tompletely
speculative,

First - we will certainly have some trade in the.Paciflc and its .
growth and size will largely depend on what we do or 1eave undone. )

Second — If there is to be growth it will be slow and hardly won
after the short-~lived spurt which our government's spénding and a flash of
speculation will give it in the near future, That particular period will
fool a lot of people but it W111 not be in any sénse foreign trade.

Thereafter 1t seems almost certain that the comparatively minor trade
we have enjoyed over the past twenty-five years will revive, Old connections
will be resumed as they always are, and the flow of exports from the north~
west to the Orient and of imports from the Orient to California will re-
create itself, Right there one constructive step is possible ‘and ‘possible
now, The Pacific Coast should think and act as a unit in all its future
approaches to Transpacific trade., In the years preceding the war there
was entirely too much sectionalism and too many local jealousies. Calif-
ornia must admit that the Northwest is the present source of basic export
cargoes. -~ timber, grain and their products. The Northwest must admit that
the consumptive capacity of California has brought to her ports-the lion's
share of Transpacific imports, Some way must be found to match these two

gpieces and fit them to a cohesive whole, Then the Coast and the Trans-

continental railroads must combine to aggressively supplement our
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local exports and imports by swinging a fair share of the interior trade
both ways through the Pacific gateways. They have not, in the past, had
that share becauss of local jealousies and overall lethargy, .

Beyond this the growth of Transpacific trade will be slow because
it will take time aplenty to resolve the major ®ifs", assuming that they
are resolveds Relatively the dislocations in the Pacific area, as a
result of the war, are far greater than those of Europe. But fundamentally
the United States finds itself in a position with respect to Pacifiec
trades which seems to hold greater opportunity than any other of our
commercial outlets abroade

Whether we like it or not, we are today the physically dominant
Pacific power without even a near rival, and regardless of our future
use of that dominance it is a fact which has its effect on the rest of the
worlde * Our "face" in the Orilent is at its highest levels The magnificent
job MacArthur has done in Japan and the gallant loyalty of the Philippine
people to the Allied cause have raised our prestige throughout the Far .
East to a point where our moral influence equals our physical dominance.

Along with this it so happens that the Pacific area has supplied
us in the past with more commodities which we cannot produce for our-
selves than any other area in the globe. It is not so much a question
of volume as of variety. Tea, Jute, copra, natural rubber, cocoanut,
vegetable oils, manila fibre, silk, China wool and cotton, shellac, and
tin are leading examples. 8o at the outset there is the nucleus of a
two-way direct trade. In volume the South American Republics have
probably greater import possiblilities but in diversity they are a poor
second and they lack the consumptive possibilities necessary to a true
balance.

If we are willing to answer the major “ifs" with definite and
continuing affirmatives; if we are willing to exercise an unending patience
and tolerance; if we are willing to pull together in the common task and
bury local and sectional jeéalousies to get results, there would seem to
lie before us the final and by far the greatest opportunity of our west-
ward development, It is up to us and no one can do it for us,

CHEMISTRY'S CONTRIBUTION TO THE DEVELOPMENT OF
NEW CONSUMER GOCDS

‘Js Se Walton, Professor of Chemical Englneering
Oregon State College

About the most difficult tnlng in preparing a paper on this subject
is deciding where to stop and what should be covered in a field which is
so vast as to defy any attempt to delimit it, The subject of the talk
might better have been labelled ®A Little Bit About Chemistry?!s Con-
tribution to the Development of New Consumer Goods%. The "Contribution®
of chemistry is all inclusive, for when it is considered that Chemistry,
Physics, Engineering, and Mathematics are all interrelated and over-
lapping, it is impossible to pick out any new product for the consumer
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without including chemistry as one of the contributing factors,

Before beginning to talk about some of Chemistry's new products,
it will be worth while to see how large an industry we are considering.
The 1945 Chemical and Metal Flow Sheet book gives the follcwing data
for Chemical manufacturlng plants, -

Number of Plants Number of Wage Value of = .

Earners Product
Chemical 155441 981,041 11,102,318, 000
Al1 other mfg, 1844230 7,886,567 56 843,024,000
% Chemical of Total 8,38 1243 19.53

Thus we see that chemical manufacturing plants comprise over 8%
of all manufacturing plants in the U, S.; employ over 12% of all the
manufacturing workers; and turn out products valued at more than 19% of
all manufactured productse Average value of products turned out per
employee is 11,300 for chemlcal plants compared with {7,200 for all
others.

The vastly greater part of all manufactured chemicals are made, from
or originate in only about 34 important sources such as water, coal,_
agricultural products, air, petroleum, etc., Of these, water is the =
most important, being used in some phase of the manufdcturing process
99% of all cases, and air next, being used in 96% of all processes, Thus
we are indebted to two of the most common of all materials for a countless
numoer of chemical producbse

Most of the workers in technical fields tend to be optimists about
the value of the new ideas developed by them. The writer is no exceptlon
and in order to forewarn you of the enthusiastic statements which may be
made about new products, it will be well for all of you to bear in mind
that new products are not always an unmitigated blessing to all industries.
For example, 'it is not hard to see that our use of the automobile for
transportation has curtailed the popularity of buggy whips, and as a
somewhat more modern example it seems certain that increased use of air-
plane transportation is going to cut into -the revenue of railroads.

Moreover, many new products, while possessing great advantages over
old in some respects, are 1nfer10r to the 0ld in other resnects, and so
they willmnot be the entire answer to all our needs.

Then too, even though we have read in all the newspapers, Sunday
supplements, and magazines about the wonderful new products which we
will all be using, it is a fact that many of them will not be on the
market soon because of the question of cost. Until a product can be sold
in competition with another, or as a new product standing on its own
feet in a new field, it must fall within a certain price limit or its
use will not become widespread and a significant factor in our economy.
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Perhaps you may have read recently about mink coats for dogs, and $2000
men?s overnight bags for sale in New York. It is safe to predict that
neither of these two items will be an important economic factor in our
lives. By and large, and in general though, new products are comple— .
mentary to, and auxiliary to existing consumer goods, so that a new . -
product will usually add manufacturing capacity to our existing plants,

- without interfering badly with other established industries and productss .
Hence the effect of new developments are favorable in the overall picture
to our economy and to the employment level, and at the same time add to .
our cOmforts and satisfaction in 11v1ng.

In attempting to set before you.some of the new developments, and
dlscusslng some of the most important of the hundreds of new products, it
has been thought necessary to try and analyze the factors which make a
thing valuable to a consumer and of widespread use. These factors have
been - boiled down to three which in the writer's opinion are the determining
factors in developlng a new product for consumer uses These ares

- Te Will there be a widcspread demand for thc new product?

IT. Are the raw maturlals for its manufacture avallable, or, if nct
* can they be made available% - . : : . :

IIT. What will it cost to_bring out the de&elopmeﬂt and to make it
available to the public? If the cost is excessive, public
acceptance will not be unlversal.

‘ It is on the basis of these three criteria that the major part of
the new products to be discussed- have been chosen out of a literally
hundreds which could be mentioned. ILater, however, a few of the prom131ng
fields which are not wellnknown will be discussed. - .

m&_ﬂ

The first chemical to be discussed is "handmadeM: or synthetic _
rubber of which we have.all heard so much, Certainly it cen be said that
it fulfills the first requirement of widespread demand, for.our peacetime .
use pefeore the war of rubber: goods was of the order of several hundred
thousand long tons per year, The second criterion « raw materials - is
also met, for we can make rubber out of a great number of things, the two
now being used to the greatust extent being petroleum and grain alcohols
Its cost is something slightly more questionable, since natural rubber .
before the war was, about an average -of 15 cents per lb. and had sold as
low as about 6 cents, and our wartime rubber has certainly cost us more
than that, Synthetic rubber has so many advantages over natural rubber
that even at a higher price than natural rubber its use to a large extent
in the future seems to be assureds Its cost even now is not much greater
than natural rubber, and under pressure of competition and with improvements
in process the cost will no doubt decrease‘ O :

This is speculatmon, but it mzy not be-too v181onary that a few ycars
from now.when you buy a new car you can expect the tires which come with
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the car to outwear the car, At present the synthetics are no better than
natural rubber ‘tires, but probably this situation will change in the
future. Also, with the car itself, you may be riding on some sort of
sponge rubber seats or its equivalent, which will be washable and enduring,
In our homes, the sofas and perhaps even mattresses may well be made from
this or a similar material, and a good many other things in the home «—
perhaps the sinks, or maybe even the dishes can be made out of a harder
grade of synthetic. Telephone gnd electrical wire insulations also can,
to a goodly extent, be made to advgntage from synthetic rubber where other
substitutes (as mentioned later) have not taken over the job, OCne type

of synthetic rubber is better at high temperature than natural ~ another
better in low; one more resistant to one chemical, another more resistant
to others. A multitude of uses and a multitude of rubbers will be the
pattern for the future, “ ‘ . '

Tts probable importancc in dollars and cents is a good deal easier
to estimate — even though it is only an estimate and a rough one at that —
then the importance .of most of the other new products which are going to
be mentioned today. For this reason, I am going to bring in this, estimate
even though it is a rough onc, and may be off a good deal in either
direction. For most of the new products there is too much speculation
involved for me to try and give you an overall picture. '

Our synthetic rubber plants in this country cost us under wartime
conditions, and with high construction costs in the order of $QZ0,000,000
and their capacity is now something like one million long tons per year.

At a conservative estimated peace time consumption of 350,000 tons per

year (about 1/3 our capacity) and at a price of 15 cents which is not-
unreasonable, the value of the rubber to be produced for our civilian
economy in the U. S. will be about $125,000,000 yearly. - This -is more- than
14 of the value of all manufactured chemicals according to the data
already cited, and on the basis of these data would employ more than 10,000
men and women. These figures disregard any export business, The export
trade should be quite important in addition because not many other countries
have our raw materials and technical skill., Neither does the estimate on
the effect on our economy take into account the vast amount of money.
circulated in the selling, fabricating, and utilizing of ?his one product.:

If you will keep in mind the probable magnitude of this one example
(synthetic rubber) while several other products are being discussed, it
will be helpful in getting an idea what the effect and eontribution of
chemistry and allied sciences will be on all of our futuress:

PLASTICS

The next subject chosen is a topic all of us think and talk about,
and all of us are asking ourselves when these wonderful new plastic
products will be here. Well, the first rivulets are here now, and there
will be an ever-increasing tide for a good many years to come - longer
than anyone can predict, for there seems to be no end of them. Nylon
was the most notable precursor of this flood, and nylon is s or was —— 50
commonplace that we had even given up remarking about -its presence, It
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seems hard to realize now, that Nylon did not appear on the mar@ﬁt in any
quantity until 1940. In 1939 there were a few pairs of hose and other
preliminary products sent out for trial, but there were none'sold in any
amount until 1940, Between 1940 and December 1941, we all came to accept
nylon as part of our ever~day possessions and belongings.

Synthetic plastlcs can be conveniently grouped 1nto the following
general classess

1. Flbres — such as nylon ’

2.. ‘Phenolic resins and plastics -~ Bakelite is the early one.
- 3+ Amino~-aldehyde resins -~ Beetle or Plaskon

4o Cellulose derivatives -~ rayon and celluloid being the early'ones

but with later ones such as tenlte, Luniareth, and Plastacela

5. Acrylic resins - Lucite

6: Polystyrene —=.Slyron, Lustron

7+ Vinyl Family and Polyvinyl - Saran, Vinyon, Vinylite, Butacite

8. Alkyd Thermoplastic and Thermosettlng

9s Protein « Nylon
10. Rubbers and elastomer — Gu R. S.
11, Mlscellaneous-.

From this 1lst1ngf alone, one -can see that there is a large field, and
its enormity begins to be .appreciated when it is remarked that each one of
these ten fields may have from only one member (that is known now) up to
hundreds or thousands., ' ST R ' o

PLASTIC FIBRES

- One of the most important sources of consumer goods in the U, S. is
the fextile industry., Nearly 15% of the wage earners in the U, S. are in
this industry (including manufacturing, fabrlcation, selling, etc.). This
has been a relatively.stable field'so far as output is concerned; for 25
years ago the U. S. Textile 1ndustry processed about four billlon 1bs. of
natural fibres -- wool, cotton, and silk, or about thirty lbs, per capita.
At this date the textile industry has reason to feel secure in its position
for these same fihres had been known and used for thousands of years, and
the per. capita consumption was rea$onably steady at about thirty lbs. per
year. -But about 25 years ago chemistry stepped into the picture‘(and';t was
not always the textile industry's chemists eithér) and the changes made in
the textile industry have shaken it to its roots. Startling as these changes
are they haVe not yet run'their course, : - :

The quantity of fibres: processed in 1944 was over six billion lbs.
(1/3 greater than 25, years agoy still about- thirty 1lbs. per capita) but
silk had dropped almost- completely out of the picture and cotton-and wool
were decrcased. o o

The earliest man-made competitor of the natural fibres was rayon, a
cellulose fibre,- first manufactured in the U. Ss about 1930, By 1942 this
rayon industry had grown to more than 600,000,000 1bs. in spite of the
fact that rayon, while having luster and softness lacked durability and
stability. Even so, it has cut into the textile industry for about 10% of
the business, ‘
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- Rayons have been improved markedly, but we are going to talk more
about the newer plastic fibres, Keeping in mind the effect which rayon,
with its defects, had upon the textile industry will help us to grasp some
ldea of the future effects of the new materials. .

NYLON

Of the fibrous plasties, nylon possesses many propertiss which
give it an advantage over natural fibre comnetitors, though at the same
time, it has a few disadvantages which will not allow it to become-the
universal fabric and displace all the rest, It is strong and very elastic
and it 'is going to be used among many ways, importantly in the following
things: hosiery, dress goods, upholstery material, tires (nylon used as
the cord in tires is the most satisfactory thing found yet, and is used
particularly by the military in heavy duty tires, and will also be used
for this by civilians in the future),  Photographic film, rope = it is
vetter than hemp for some purposes--toothbrushes, tennis and badminton
rackets, fish lines, dental floss, surgical cords, and a host of other
important uses. It does, however, stretch under prolonged .use,

In the past, benzene has been the primary raw material used, and
it will probably continue to be an important source; however, nylon can
be made from a number of other products, since benzene itself is not a
constituent of nylon and imust be modified chemically to an adipic¢ compound
~ a chemical family. For example, a shorter step in the manufadturing
process would be to start with a chemical known as cyclohexane == one
which occurs in petroleum to quite a large extent, All of us know that
Nylon hosiery was no more expensive than silk, and in view of its enormous
growth during the war, it is easy to predict that nylon should henceforth
be cheaper than silk., For example, it has been estimated that a crush-
resistant dress of nylon under present conditions would. cost about: §28,

Among the other new plastic fabrics are "iAralac" (developed by
National Dairy Products Co, ) now being used in hats and coat linings and
dresses, a casein plastic made from skim milk, Koroseal, Geon, and '
Vinylite are Polyvinyl-Chlorides and they are used for waterproofing
materials such as Nylon, also for shower curtains, watch crystals, toilet
articles, and curtains. Keratin is a plastic made from hooveg horns, and
even chicken or other feathers; Saran or Vinyon to be mentioned later _
under other types of plastics also can be used for anything from yarn to
waterpipss and give good promise of widespread use for such purposes as
elastic tapes, bandages, and for hot weather clothes because of its soft
feel and resistance to perspiration and washing in hot water; Velon, some
what similar to the Saran just mentioned, but which has some other prop-
erti.es such as a lustrous appearance, ease of coloring, good .strengthy
heat,and solvent resistance. (almost impervious to water) and resistance
to moths and termites; it is promising for such uses as clothes, braids,
fabrics for cushion covers, curtains, and even window screens since it is
resistant to weather and does not rust or weaken with prolonged exposure,
Shoes and slippers, handbags, and other allied uses are also indicated.
Polyfibre, made from polystyrene, is another new product in the fibre
class, and will probably be most widely adopted in making bats similar
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to felt, life preservers (it floats because of low density) and perhaps

a most Jmportant possibility is the making of bags and containers for
shoppers, grain, flour, etc, Fortisan, another new fibre of the cellulose
family, possesses unusual strength and for this reason was used widely
during the war for wearw~resistant clothes, tents, etc, It is light in
walght when compared to other fabries of squal strength. Avisco is another
rayon-type material, perhaps to become important in sheer goods for ‘
underwear; fine broadcloths, gloves and shirts., :

' It seems very likely, partlcularly when the stable demand for
fabrics is considered, that new fibres must effect consumption of others
Jjust as rayon has done. 0f the natural fibres mentioned above, gilk will
undoubtedly be the-one most seriously hit, and some economists go so far
as to predict the virtual disappearance from any U, S. market of’ silk,
Like rubber, this effect will not be so serious upon U. S. industry as it
will be on the foreign trade since the same mills in the Ues S. that con-
sumed silk can use the new materials too. The world-wide trade will of
course bt affected —— to what extent is not known. The decllne in wool
and cotton will probably be a good deal slower, especially since wool
still has some virtues that the rew fibres do not yet possess, ' Cotton
const;tutes about 80% of prewar fibre use, and it will no doubt lose
some ‘ground to the new materials, but not at a rapid rate since it takes
time to adapt a new fibre to the market, and since we do not know jet
what the cost' of making all the new fibres will be except in the case ‘of
a pretty well established one such as nylon or rayon. Rayon ‘is, ‘in the
U. S., pretty largely made from wood pulp of recent years although cotton
linters are stili a factor, To sum ups — Rayon, or regenerated cellulose
in filament or cut staple form, has grown to the point where it is nearly
fifteen per cent of the total textile industry. Nylon has taken over a
large portitn of the hosiery industry and in the yedrs to come #i{1ll find
wider and wider use in upholstery, suitings, and a myriad of specialty
effects which start small and grow in volume., Saran found a war use as
mlldew»proof Jungle netting, and it will be interesting to se€ 2ll the
postwar uses it will find. Vinyon and aralac still have before them a
bright future, and there are at least half a dozen new fibres juat‘out of
the test tube, ‘the growth and development of which will depend on their
péculiar and unique properties. Certa1n1y; they will find many appl:cations
not now dreamed of. ' R

PLASTICS — GENERAL

7 'In the vast field of plastics we have up to now discussed the
fibrous omnes only. There are many and diverse other types as you will
‘remember from the claSSLflcatlon of plastic types presented Just.a while
ag0e

Of these, Lucite, or as it is sometlmes known, Plexiglas, is’ one
of the very interesting newcomers. It is made from a not very common
chemical-acrylic acid, but even though not common it is not e506531ve1y
expensive to make, Large quantities were used in the war for bomber noses,
‘and almost all of us have scen it one time or anothér. It will probably
‘become pretty common and uscful to us. One of its most interesting uses
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will probably be in lighti ng fixtures. Not only does it transmit more
light than glass of equal thickness (glass about 87%, lucite about 92%)
and hence is clearer, but more intsresting it is possible to. "plpe" light
through it much as we do water through a water pipe, so that it may not be
out of reason to expect that the house or office of the future will have
one central lighting system, just as we now have central heating systems,
and all the light will come from & Lucite pipe entering the room, This
property has already become useful to surgeons and doctors for their
exploratory instruments., Also interesting is the fact that Lucite does
not form a sharp edge when shattered as does glass, Tt may therefore be
used as windshield or window pane material. Miscellaneous uses are for
furniture, preserving specimens, and highway reflectors, It is easily
dyed to desired color, and furnlture made from it has an attractive
appearance.

Another' plastic family with some of the same or similar properties
is the polystyrene group manufactured by the Dow Chemical Company. Tt

is made from benzene as a starting material along with ethylene and other
relatively cheap chemicals. Its electrical res1stance is exceptionally
good, and it igs now being used to some extent in making battery boxes,
refrigerator parts, radic insulation, window glass substitute, toilet
articles, lighting fixtures, and kitchen utensils. In general its light
transmission is not quite so good as Lucite, but better than the best .
plate glass, Tt may be cheaper than Lucite because of cheaper raw
materials, ' ‘ '

All of us know about bakelite, the phenolic material, but perhaps
not many have been aware that there have been rapid advances made in
compounding other bakellte types which will have special usess For ex~
ample, they are sultable for durable bristles, brake lining, lacquers,

a cement for glass and dlshes, a binder for laminated wood and a host of
other uses. Made from Pitenol formaldehyde and allied types, these can
be made plentiful and cheaply compared to most other plastids, Telephone
stands, receivers and transmitters, washing machine stirrers, and out—
board motors and small ship propellors are some other possible nses. In
combination with asbestos the bakelite type plastics are now being used
to make a chemically inert lining for tank construction and is used in
cases where particularly corrosive liquids or gases are to bs stored in
tanks.

A combination of the phenolic type with other resins has resulted
in a water softener giving urdcue results compared with previous treating

results. Using this new material water can be made practically chemically _

free from any impurities, where previously a treatment left some other
chemical in place of the one removed; the resin treated water comparing
favorably with a truly distilled water. To date, these water softeners

are a little too expen51ve for home use but this situation may be changed
5000,

The last family of plastics I am going to mention is the cellulose

family —-—a very important one too, but space will not permit saying any-
thing much about it other than some of the newer cellulose plastics are
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exceedingly tough materials, transparent, and able to be dyed to any colore
They are promising for all types of containers where poughness is desiredq,
and for covering a material to be protected by a film orlacquer., TFor - .
packaging goods this type should be about perfect if it gan be made cheap
enough, and since celiulose is found-everywhere in nature, its cost will
probably. not he excessives : é

WOOD TREATMANT AND INMPREGNATTON

Some flfty species of woods are grown in the U, S, which are used
commercially, but there are above a thousand not so useds It is a self-
replenishing resource with care in harvesting and planting, Most of you
are faniliar with the lamlnateo wood strycturss developed cecently and
possessing great strenghh for welght. Plywesd is one of the older results
of research done on wood as a strncuuraa materials I am not going to
dwell upon these older laminated materials. ' ‘

There is another more recent development however, which may be
equally if not more important so far as the use of wood for a structural
or decorative material is concerned. This development is +the impregnation
of wood with a chemical which will enter- the pores of the wood, and then

upon suitable heat treatment more or less combine with the wood structure.

The name of the chemical most studied is dimethylolurea, The method of
the treatment is simple, it being necessary only to immerse the wood to be
treated in a bath of chemical, then withdraw it after half an hour or
hour, and heat it to a moderate tempersture for a few minutes or -hours,
perhaps a day under ¢ertain conditions. During this heating period the

dimethylolurea reacts with itself to form a polymer which is so intertwined

with the grain and fibre of the wood that 1t ‘can be said to ‘be part of “the
wood itself. . ;

Properties imparted to the wood are among others; wood becomes
harder,. more durable, .stronger, loses much of its. tendency to shrink or-
warp, grain will not rise on -wetting, takes a .polish, can be dyed te any
suitable color (for instance a light-colored pine may be-given the )
color of cherry, rosewood, or mahogany, or gan be dyed a bright green of
purple or red); reduced tendency ta splinter during sawing, secratched =
surfaces can be restored by rubbing, and very important, - the.fire
resistance is increased m a rkedly, and the wood is resistant 0 fungus,
termltes, and pest infestation,

Poplar can be made harder than hard maple, soft maple can repl&ce
dogwood or persimmon in textile shuttles, etCese.ess The new DM chemical

can also be used on sawdust e coarse or fine -« or it can be use8 with a o

yeneer or plywood. Cost is about 1-1/2 'mills/sq. fte for veneer, 3¢5- ~
4e5 cents per bd. ft. for wood, and if treatment is confined to Outside
of wood (case harden) cost is 1 cent per bd. ft.; approximatelyi

SILICON&S

A new family of materials known as sillcones is becomlng widely
useds Silicones are made from 51llca (sand) and oxygen, two very
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abundant materials found in the earth's crust. Together the two_comprise - -
76% of the earth's crust, Just as one or two indications of their potential

usesy it can be mentioned that used in greases they are superior to any

other known material under high temperature use. If used in tubing such as ’
rubber tubing they are chemically resistant to almost anything, and do not

soften at as low a temperature as does rubber. They are used in‘aircraft

superchargers where high tempcratures are the rule, are also being used for

printing press rolls where hot inks are used, and as an insulator for wiring

and transformers operating at high temperatures appear to ‘be gboluit: perfect.

A very cecent development is the apparent ability of certain of the Sili-

cones of high chlorine content to shed water, We may see, this competing

withr some of thes plastics for treatment of fabricse ot

ALCOHOL PRODUCTION * -

During the war, the demand for alcohol was much gréatér than
normal, and as a result of its -new uses, a good deal of interest has’
been shown in the postwar uses and in manufacturing procedure,

> The largest single new use during the war was as a raw material -
for synthetic rubber production, Alcohol comprised practically the only
butadiene source ( a constituent of rubber ) until late in 1943 because of
-the slowness of the petroleum plants, but during 1944 it was largely
diverted elsewhere as the petroleum plants came into production,

- Another new use for aleohol —— motor fuelv—-‘hasllong been a moot
question., Alcohol does possess some advantages as a fuel over present— '
day fuels, The most recent data are from the Bureau of Standards and-

- these conclusions. only verify former knowledge that alédhdl will raise

power output of fuels of present quality.

- In spite of the great interest, and perhaps promising possibilities,
a warning note should be introduced here as cohcerns alcchol production at
a low cost from waste materials,- Carbohydrates are the basic miterial for
industrial alcohol, and naturally cost.is the factor which determines the
particular carbohydrate to be useds Prior to the war molassas from Cuba,
Puerto Rico and the Hawaiian Islands was the prineipal carbohydrate -
source, but during .the war this dituation was radically changed.

Corn wheat, wheat' flour, wood wastes, or even artichokes are”
possible sourcese The cost of alcohol during the war -just completed was
upwards of 30-35 cents per gallon, in some cases as high as 50 cents per
gallon, compared with a peacetime cost of about 28 -cents per gallon when
obtained. from-molassess..With molasses at 6 cents per ‘gallon*'the raw L
material cost is 15 cents and with corn at $’wet basis the raw material
cost is about 20 centé per gallon. I do not have costs For wood, but
before the war it was' too high' to compete” with molasses under the then— *
known procedure., Another.factor which may lessen the potentialities of
alcohol as a motor fuel is the rapid advance in quality of motor fuels
which will be discussed in a later section. S

Just now, a plant is Starting%at-Springfield, Oregon, to fry out. .
the alcohol process from wood waste, I sincerely hope it will be -~ °*
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successful, but until-its costs are known ccrrectly we cannot safely
place too many hopes in that dlrectlon. o ‘

EDIC : .

The wonders of sulfa drugs are well publicized, as are the results
of the even more impressive penicillin —e both the results of chemieal
research., The same may be said for DDT (Dichlorodiphenyltrichloroethane)
and its use as a preventor of the plagues such as cholera and typhus may
well be the most helpful and most humane development for the underfed and
under-cared-for masses of humanity that has been made for many years. It
is scarcely to be expected that all of these countries could get sulfa
and penicillin at will as they have obtained DDT through our army, although
this is to be wished for and worked for eventually.

Some of the less known developments are in- the antlseptic and pain
reducing fields. Here we have new products such as the quaternary
ammonium salts which rival carbolic acid as an antiseptic, but which are
not harmful to the skin, 1In this field, also are new anaesthetics such
as the refinement of the drug curare which is used for relaximg patients
under shock, making all such anaesthesia less dangerous. Again, a new
drug has been found, less nabit- forming than morphine and is widely used
with good results for relief of pain,

Not only has the use pénicillin beon vastly 1mportant in treatment ,
of pneumonia, meningitis, disentary, yellow fever, etcs but now it is
thought to have possibilities as a preservative for foodss It is indicated
that certain spores and active organisms of spores are more susceptible
to penicillin than to any other drug found to date, Others are not affected
so much however, and we must await further reaearch before making .any further
statements in this regard,

GASQLINE

I don't Know whether you have noticed’it or not,Tbut,yQﬁf'gaédline :
in now better than it has ever been before, and this is just a start.

During the war this country built new aviation (100 cctane)
gasoline manufacturing facilities at a cost of ‘about $7505000,000, and
these huge plants can now make this same super gasoline for you; and they
will do it just as fast as our American competitive system and the.
automobile manufacturers force the issue.

" The gasoline you were buying before the war in the regular grada :
was about 75 octane and in the ethyl grade was about 82 op 83, (Octane
number is a scale of the tendecricy of the fuel to knock - the higher the
number the better the fuel)s Knocking is now what limite our automobile
engine designers, so with these new war—built aviation plants our cars
can really be improved.~ :

 4&n increase of one octane number will givekan~increaae over;a short
range in automobile efficiency from 1/2 to 1%, and it will not be
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surprising with an average dcmand of about 70 octane beforc the war, In

a few yoars.the regular gasoline may reach 100 octane, and’ cventually may
even go higher. New fucls were found during the war which gave equivalent
performance to a 300 octanec fuels Your cars now are not built to use the
new fuels, but it is not too optimistic to hope that our cars of the future
may have compression ratios of 12 to 1 compared to about 7 to 1 now,

~-In terms of things we ‘can all- understand this may mean one of two
thlngs or a comblnatlon of both- —

- 1;? It may mcan that our automobilé cngines will remain of about
- their present 51Zu and- gas consumptlon, but Nlll have better
purformance.

2+ It may mean that nngines will have about the same performance

but will be smeller ~— perhaps in the rear of the car or under

the front wheels s and will heve the added comfort which more
_jroom will 51Ve O omem -

30 T4 may mean a comblnation of smaller>eng1nes and more comfort,
‘ 'fplus some added performance, too.

~ Perhaps the very best thing ‘about this whole gasoline plcture is
that all thesc improvements can be made and have besn made with better
yields of gasoline from the crude oil, and while costs may not have been
lower during the war, certainly the manufacturing costs will be lower
because of this better efflclcncy oventunlly. :

ﬂﬁ_'hILL AIR TRANSDORTATION AFFECT WESTERN AGTLCULTUQE

‘Hs Clement Neith, Perishable Traffic Representat1Vev
United Airlines, San Francisco, Califerhia

It would be presumptuous, indeed, for anyone at this stage of the:
game to claim to know the full answer to the question, "How will air
transportation affect western agriculture?® The effects of air trans=-
portation on western agriculture will be so profound that only the future
will tell the entire story;

Part of the answer is known though because ‘three vears ago United
Air lines, which is very much a part of the west, set up a section in its -
Air Cargo Department to work speclflcully'on problems relating to ‘the =
shipment of pcrishables. The reason for doing this was simple s an air-
line sells speed; and perishables, by their very nature, benefit more than
any other class of commodities from the fastost possible transportatlon.
United's experimental shipments ranged from a few packages of some -
commodities to sariss of full plancloads for others, To help in evaluating
the benefits of air transportation on perishables United enlisted the aid
of Professor Spencer larsen of Wayne University of Detroits Professor °
Larsen was aided by groups of home economists, produce men and laboratory
technicians, which in turn chccked samples for consumer acceptabllity,
merchandising possibilities and sugar and vitemin content. Needless to
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say, this work has produced some tremendously interesting results.,

Fitst and foremost, to my mind, it

has been deménstrated that the use

of ’air transportamon will bring to eastern markets a 1eve1 oi‘ quality in

prod‘uce never before obta:a.nable there.

When peaches, cherries, or tomatoes, for instance, can be mbved
" two thousand miles or more to market overnight on a cool, ‘clean, cushioned -

ride they can be allowed to really ripen before harvesting.

They can be

picked at the same stage you would harvest them in your own garden for -

use within a few hours. TThat a tremendous

difference this makesl How

could it be otherwise ‘vhen you consider that peaches as commonly harvested
for rail shipment contain only about thirty per cent of -the sugar they

would have had had they been allowed to ri
Duﬂfed it develops no more sugar.

pen. And once the peach is -

" Plums and some prunes that would normally be a deep red or purple
at maturity are picked when possibly forty per cent of the surface begins
to show a reddish tinge over & green background. o :

Apricots and nectard.nes ‘are even be
profit from air trangportation. = These two|
they are not full ripe. -
by the -taste panel at Uajne Universn.tv,
every count, "-The scoring was: - Sweetness,
Texture, 80—43. The samplers declared tha
apricot was such a delicious.fruit.

And, .as .you know, tom-tées are -harv

so~called "green wrap" stage, and green is
was surprised during the past sumer to fi
market there are one or more businesses de

green tomatoes into sort of a pseudo ripen

“Airborme and raill

"btm* examples of i‘ruits tha‘b will
fruits are simply nothing if - .
borne apricots have been compared
ard the airborne apricots won on ..

79-32; Juiciness, 7543 and.
t they never knew that the - -

ested for eastern shipment at a .
certainly the right weed. I .
nd that in every large terminal
voted solely to processing these
ess. The final product as offered

for sale has a pinkish color, a-decidedly mealy texture, .and almost no

flavor.
seem like: rather harsh words.

I was bom and reared in Californiaj
I have been irritated (and I'1l wager some

assertion of an Easterner that irrigated f
I knew that I had eaten western ir

taste.

be beaten for flavor or texture., I know n

base my judgment solely on produce as sold

agree with this rather commonly accepted i

Western agnculture found long ago 1

overcome the handicap of great distances f

put up a pack so uniformly fine in appearar

commanded would more than pay for the adde

because this produce had to be harvested 5¢

eating quality never had a place in the pa

It is practically inedible as far:

.as I am concerned. Tﬁese msy

A and several times in the past
of you have too) by the blythe
ruits and vegetables ‘have no
rigated produce that could not
ow, however, that if I were to
in the Fast T Would' have to
dea. ‘

bhat the only way it could
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hybridized with one main view; that was to find something that would color
up even though very immature and at the same time stand up well for the
ten to.fourteen days required for rail transportation to the Easte

Not long ago I was talking with a rather prominent peach grower.
He is a hybridizer, too; and he was rather excited about a new, very early
peach he had developed.. .I-asked about. the peach's eating quality; and I'm
telling you; the scorn for my question wasn't too disguised when he replied,
"What the heck do I care about eating quality; the peach is early and it.
colors up when it is £till as hard as a baseball." R :

‘Now, I'm eager to prove.to the people in the East that our produce
can be delicious as well as goodelooking. ' And air transportation is the.
tool that will do the jobe I am hopeful that the Western Land Grant.
Colleges will assume a rightful position of leadership in the hybridization
of varieties of fruits and vegetables developed primarily for fine eating

Incidentally, consumers of airborne produce are going to benefit
in another way that will be of great importance to theme Airborne produce
harvested when mature has a much higher vitamin content - almost twice
as mich in some cases as the same produce harvested for rail shipment.
This was demonstrated over a year ago when some marked boxes of green—
wrap tomatoes in a regular recfer load of tomatoes were shipped by rail
from Edigon, California to Detroit. Ten days later red; fulleripe . -
tomatoes were picked from the same rows in the same field as.those in the
marked boxes. The ripe tomatoes were flown east by United to Detroit,
and they arrived about the same time as those in the refrigerated car. A
comparison of Vitamin C content revealed that the ratio was 25t14, in
favor of the airborne tomatoes, It is interesting to note that almost:
the same ratio exists between field ripened tomatoes and eastern hothouse
grown tomstoes. I ' ' o o '

_ Now, what of some of the other important vegetables that are shipped
east; such as, peas, beans, sweetcorn, asparagus, and spinach. There is
no question that therc is a trcmendous decline in the quality of :these
vegetables when they do not reach the dinner table until eight to fourteen
days after they have been harvested. These same vegetables carried by

air will really be garden fregh when they are served.

Possibly some of you are familiar with the work that is being done
at Columbus, Ohio, cooperatively by the University of Chio, the Atlantic -
and Pacific Food Stores, DuPont Cellophane, and others, 'This work is a
large scale pre-packaging experimént using fresh fruits ‘and vegetables.
At the present time fruits and vegetables received by rail are packaged
in a central warchouse and offered for sale in open-type, self-service,
refrigerated show cases in six A & P Super Markets, The experiment has
been highly,successful, It has been proved that housewives appreciate

produce that is cleaned, packaged, and ready for use, and they are willing
to pay a premium for it. Moreover, housewives have found that when'fru;ts‘
and vegetables are packaged they need not worry about finding only leftovers

in the produce department at the end of the day, because the quality is
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uniformly good. They buy more fresh packaged produce, too, bacause they
knOW'their purchascs Will keep.

Of course, outside of this experiment this fact has been demonstrated
a million times and more by the frozen food' industry. The trend, then,
is towards pre—packaged produce and the logical place for this packaging
job is at origin, not destination. Dr. Charles Hauch of the University
of Ohio states that eventually he hopes that the packaging will be done
at the farm or packing plant, so that the substantial savings that accrue
will benefit the farmer. I will say more about these savings later. \

Air Freight will be the natural means of carrying packaged produce
to market in order to avoid breakdown of the package or the contents,
Progressive growers are already designing packages incorporating new or
old trade marks with this thought in mind. ' You will be interested in
knowing that the first fresh, shelled, packaged peas ever carried by United
were shipped from Athena, Oregon, by‘Whitney Pea Packing Gompany.

. This, then, is the first big job of air transportation, to’ move to
markets perishables of a new high in quality

_Another important job will be to open vast new markets to producers
of highly perishable foods that have heretofore been restricted to local -
consumption because they were not able to move long distances by rail. All
kinds of berries are probably the most important members of this highly -
perishable group. This boautiful Pacific Northwest has earned a reputation
for growing the country!'s finest bcrries.

For 1nstance, some time ago I was told by a produce man. that the
strawberries grown in the vicinity of Hood River couldn't be beatem. I -
wasn't everl ablé to discuss the situation with him because I, like millions
of others, have never had the good fortune to eat Northwestern berries ...
except when frozen or preserved in some other manner. Now the time. has
arrived’when people’ all over the country can be made aware of the excellence
of your berries. Our studies indicate that berries rank very near the
top of the list of those commodities that will move in sizable volume by
air., I am certain that as the use of air transportation becomes more and
more widespread the acreage of many of Oregon's crops such as berries will
increase materially. ' ) ’

By the Way, baby chicks are in this list of highly periahable
commodities that will use air transportatioh to reach new and distant
markets,” United carried one batch of chicks from Boston to San Francisco
and then on a round trip up and déwn ‘the coast from San Diego to Seattle
and then back again to Boston with only normal mortality. The whole trip
was completed well within the scventyutwo hour period thst is safe to

1move newly hatched chicks.

of course avocadoes are not an Oregon crop, and yet I want~tc tell
‘you a ‘little about avdcaddes as an example of the almost limitless ways
in which crops'can benefit ‘from movement by air. Avocadoes ship well
by rail; but, there are avocado shippers who are considering letting their
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product take to the air. At the present time avocadoes are shipped hard
with the hope that the retailer or consumer at the other end of the line
will hold the fruit until it is soft and edible. Well, too often the
consumer does not wait and attempts to use the fruit in a salad while it
is still hard. You know the result — a customer for avocadoes is lost.
Of course, at the other extreme, soft, overripe, fruit, darkened by
bruising, may be sold with further loss of customers, Some avocado packers
now feel that the. ideal way to market their fruit is to ripen it at
origin under controlled conditions to the desired stage of softncss and
then fly it east for consumption within a few days, This will provide
the retailer, and ultimately thc consumer, with bruise-free fruit in an
idcal condition for use on any day desired.

~ Certain classes of perishable commodities, notably flowers, benefit
in a2 particular way from air transportation. Cut flowers have 2 certain
life expectancy, and the less of this time that is used up in transportation
the better for the retail florist or his customers, Flowers flown to even
the most distant markets are almost dew fresh when put on sale, This
 means that the buyer can enjoy his purchase for a much longer time. Western
flower growers reulized this fact years ago and made cxtensive use of air
transportation even at pre-war Air Express rates. With the advent of ,
Air Freight rates some eastern hothouse operators are moving their operations
to the warmer climes of the West Coast. Proximity to market is no longer
the most important consideration for a flower grower in selecting growing
grounds. ‘In its place soil types and climate become the most important.
factors, = ' ' ; : .

Bulb growing has become a sizeable business in the Northwest. It
is interesting to note that the bulb growers benefit in a particular way
from Air Freight. A bulb grower is confronted every year with millions of
gorgeous blboms, more or less a by-product of his bulb businesse Local
merkets can absorb only a small part of these flowers, and the bulk of
them must be left in the fields, -Air transportation will enable these
growers to harvest the blooms to be rushed to a flower-hungry East. This .
is =zn ideal example of the way speed can make money. - ' oo

There are numerous other ways in which the grower and shipper will.
gain from the use of Air Frecight.  Scarcities of certain commodities
often developed abruptly in large terminal markets, Air Freight will
enable a shipper to quickly fill this demand at a profit. .The necessity
for diverting perishables in transit is eliminated when a shipper can
select his market one day and put his product into that market the next
day. And very importent, the shipper who uses Air Freight will no longer
be forced to gamble heavily on market conditions-at destination, .

Probably many of you are wondering by now as to the cost of Air
Freight service for perishables. Agricultural shippers and receivers
usually deal in car lots, so when they turn to air they will be interested
in. full planeloads that will move at charter rates. United Air Lines!
present rats for charter service on perishables, airport to. airport, is in
the neighborhood of fifteen cents per ton mile, This means, roughly,
fifteen cents per pound to Chieago or twenty cents per pound to New York.
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Of course, small producers of highly specialized products maj not be
interested in rates for full planeloads, For small shipments they can

use regular Air Freight at rates only slightly higher than é¢harter Pates,
Now, you may say, "Certainly nob all of the customers for western produce:
in the East are going to pay fifteen cents per pound premium for airborne
quality.* I will agree with you. ‘I will even go further to say that

there are some commodities that will not even move in’ appreciable quantities
at fifteen cents per ton miles. We don't agree with the enthusiast who

says that shortly all perishables moving from the West will fly, leaving
the railroads high and dry, We do, howsver, expect our freight rates to
tend to move downward as the speed and load-carrying ability of our °
equipmcnt moves upward,

When we enter into 8 dlscussion of rates each commodlty must be
considered almost individusllys At the outset we ars certain that we will
not normally carry such things as potatoss, most of the citrus fruits and
applese Of course, if a market is complately seld out even these :
commodities may fly to fill -the demand, 1In spite of the fact that several
planeloads of grapes have flowm east, we do not feel that this cammodity
will continue to move in any 31zcable volume at fifteen cents per ton
mile. About the eonly thing that airborne grapes have to recommend them
over railborne grapes are bright green, fresh appearing, stems, and
brokers who handle grapes in the East say that this probably is worth a
two - to four-cent promium, but this premium would not pay the Alr Freight
charge, .

~ " OQurtests have shown, howover, that the commodities that do benefit
materially from air transportation find ready sele, Actually; airborne
produce does not even compete with the railborne offeringses The quality
of fruits, for instance, is so supbrior that for all prnctical purposes
tho commodity is entirely new. :

Alrborne field-ripened tomatoes are a more dasirable itém than the :
hothouse tomato, which now sells in tremendous tonnages in the Eadt; and,
incidentally, the airborne tomato can easily meet or beat the price of
the hothouse commodity. The same is true of packaged, ready~to-use fresh
vegetables. Their competition will be the frozen product, and we-are: sure
that the garden freshness of the airborne product will appeal to most
peoples especially when affered at almost the same prices '

Incidentally, growers ‘of some commadities are going- to profit in
still another way in the use of Air Freight. Dr. Dorsey of the University
of Illinois has shown that for évery day that the fruit is left on the tree
in a 40-acre block of peaches past the normal picking date for rail
shipment the crop will increase by one carload. Ten days, then, would
make a difference of ten carloads from & 4{0-acre block of peaches; and,
bear in mind that these will not be ten cars of average quality peeches
but ten cars of premium-prieed, fully matured peaches suitable for ship-
ment by air. I have checked this figure with western orchardists, and
they tell me that the ‘same figure would be- ‘true under western conditions.
Growers of nearly all deciduous fruits and tomatoes will profit in this
same way. :

/
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The things that will move, then, are those commodities whose qual.ty
because of immaturity is affected drastically by early harvest for rail -
shipment or that can not move long distances by rail. Many of. the:
eoonomies inherent in air transportation are not at first apparent to a
shlpper. ‘United!s research has shown, however, that there are major
economies possible; one of the most important of these:is the elimination
of spoilage in transit.: Spoilage due to breskdown from fiecld-borne:
diseascs is not covered by claing, and oftentimes in the past shippers. ‘have
lost hcavily 'due to such decay, An air trip of twelve: to gixteen hours,
in contrast to ten to fourtecen days, will largely. eliminate this type of
troublc. Furthermore, shippers who use Air Freight will find that it is
no longer necessary to maintain a crew to load and brace shipments such.
as 1s necessary when refrigercted cars are used. They will not have to
buy lumber and nails to do this job of bracing. Lighteweight wooden or
fiberboard containers can be used for air shipment in pleace of hecavy
wooden boxes, because protcction of the contents will not be of major
importance in air shipmentss The pre-packaging of vegetables will also
eliminate a tromendous amount of weight at origin. - Peas or lima beans
that are shelled will we¢igh fifty per cent less than the same articles as
shipped in the pod. Almost seventy per cent of the gross weight of a.
head of cauliflower is in the jacket surrounding the curdes Part. of this
Jacket is trimmed off by the retailer and .the remainder is thrown away
as waste by the housewife., When Alr Freight is used the curd can be
removed from the jacket at origin and packaged either whole or cubed to
take »dvantage of this great saving in weight. Huge tonnages of ice will
no longer need to be transported when produce is flowm to markete And
every one of these economies is going- to reflect on the final price that
the consumer 15 going to.pays

And now what about the retallers -~ the men who will plece this
airborne produce before the public? Their attitude cen best be summarized
by an article which appeared rccently in the #National Grocers Bulletin,™
telling something of the three ma;or 1mprovementa g01ng on in produce
retalllng. : : n

The first of these. improvcments is the merchand151ng of periahables
by self-service. The second is:the growth of packaging in consumer unitss
And the third has to do with air trensportation,  And I quote,. "Regardless.
of the cost, zirborne vegetables will find a market limited at firstfbut,
likely to grow; maybe fast, on their superior quality and upon ra
reductions that the air transport companies will eventually make." Wide-
awake maerchandisers in the East-are consequently Qware of these
developments and are anxious-to go along with them.. . :

Shippers ‘have often agked me whether or not. their hlgh que 11ty
airborne perishables would reteive the handling they doscrve in castern
markets; and I can assure you that the -attitude of retailers therc will
sec that the merchandise is handled properly. It is. interesting that.
these progressive retailers are not worried about how they will handle
the produce. They are rather wondering whether or not they can got the
very high quality that they desire. As a matter of fact, somc time ago I
had occasion to attend a meeting of the National Retail Growers Association
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in the East; and when they learned that I was from California they asked me
directly whether or not there were grower-shippers in the state who would
be able and willing to give them the high quality fruit and vegetables they
would like to handle in their best markets. I assured them that this in-
terest did exist here; and T told them of a conversation I had had pret¥iously
with a prominent frult grower in the West, This one particular grower had
told me that as soon as possible he would like to start shipping his fanciest
fruit by Air Freight, He had at that time made his plans for what he in-
tended to do as soon as he learned that the planes were avallable for freight
service. He said that if he started early encugh in the spring he could set
aside a good-sized block of Hale peaches, and by proper thinning he could
make sure that the bulk of the' crop would run to twelve—ounce peaches or = .
better and he knew that he could put into the eastern markets fruit such as
had never been seen there before, When I pictured a really ripe Hale peach
weighing three~fourths of a pound or better I had to ‘agree with .him that it
would be entirely new in the East.

We have been told in just so many words by eastern merchants that
they can sell planeload after planeload of airborne perlshables no matter
what the price, as long as the quality is there.

Throughout this discussion I have frequently used the word "quality'—
high quality, airborne quality, supreme - quality, etce Quality must be
important tc merit being mentioned so many times. Indeed, it is importantz
To our minds it is the key to the entire future for airborne produce. We
know, for instance, that the housewife in Chicago will gladly pay fifteen
cents per pound extra for airborne western peaches; and from past experiences
we know that she will come back and pay the premium again and be fully Sat~
isfied with her purchases, providing the quality is there. On the other hand,
we realize full well that if she pays this fifteen cents premium and does
not get the value she deserves she will not only refuse to buy again hut will
no doubt tell her neighbors to avoid that article. 'Produce men who buy &
shipment F. 0. B, and get hurt will hesitate a long time before taking any
further adventures with airborne merchandlse.‘ :

We in United have a: selflsh 1nterest in the Subject o£ quallty. We
are interested in the long~term aspects of the Air Freight business and not
in the temporary publicity that would result from jumping from one town to
another with planeloads of produce of ordinary or questionable quality.
Moreover, the grower~shippers who pioneer in the shipment of perishables by
air will be anxious to see that in the early stages of the game markets are
not hurt by unscrupulous shlppers.' Of course, after the business is once
firmly established the mere forceé of competition will tend to squeeze out
shippers who try to ship second-rate merchandise. The trade marks and brands
will be established, and receivers will come to depend on those shippers
whose pack is unlformly fine, It is now, and in the immediate future, how-
ever, that quality is so necessary because everyone knows that flrst ime
pre551ons are 1mportant.

We feel that the most sutisfactory way‘of handling the question of ,
quality would be to have the United States Department of Agriculture set up ’
guality standards for sirborne produce. Possibly these standards could be
optional, but if a receiver in the East wanted to be sure of obtaining
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highest quality he could specify then that the shipment should meet the
U. S. Standards for Airborne Quality ond in turn the shipper could have
the load certified to by a federal-state inspector. . Happily; members of
the Us S, Department of Agrlculture are in accord with us on this matter.
Further regulation of agricultural shipments might seem onerous to some
peopley however, such standardization laws could be optional, and in
addition to that the progressive growers whom. the standardization laws
would protect would undoubtedly be constantly'puttlng up a pack that
would “a51ly'meet the stundards. :

This is the story to the present, thenl There arc shippers here in
the West who are ready and willing to ship the finest fresh fruits and
vegetables, and there are sizeable markets awaiting thesc shipments in
211l of the large terminalsj and now Air Freight will provide the trans-
portation at a rate that Will do ‘the job. We are standing on the .threshold
of cxciting times for both aviation and agriculture.

_ The development of our West attests to the fact that there has
never been a lack of men of vision here. And forward looking agriculturists
arc now goaring their operations for the age of flight. Your Willamette
Valley has long been famous as a producing section. New sections such
as the Owyhec Project in Malheur. County, Oregon, will in time become
equally famous and with possibly even greater diversity of cropse Other
fertile valleys heretofore. inaccessible or too distant from markets are
being leveled and made ready to produce morc food. -No placec is in-
acccssible as long as a plane can land or a glider can be pulled from the
ground, because the atmosphere is universal..

I can best close by'tellxng you once more. that the effects of air
transportation on western agriculture will be so profound that only the
future will tell the whole story.

HYDROELECTRIC PONER £ 4 FACTOR IN THE INDUSTRIAL
"DEVELOPMENT OF THE PACIFIC NORTHWEST

Dr. Paul J. Raver, Admlnistrator
Bonneville Power Administration
Portland, Oregon

At a tlme ‘like this when national affairs appear to be so full of
uncertainties and doubt, it is reassuring to meet with groups such as
this to try to arrive at a realistic appraisal of our problemse The
cumulative effect of ‘such group analysis cannot help but lead to the
understanding of whlch Dr. Strand speaks in ‘his foreward to your program.

Here in the Northwest, our basic economlc 51tuatlon 1s probably ,
better than in most .parts of the country and is undoubtedly far ahead of
most other corners of the world. For this reason we have a proportionately
greater responsibility than our neighbors in contributing to the restoration
of economic order and the building of a lasting peace.
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Before we can fulfill this responsibility, however, there are some
problems right here at home that urgently need solvini, Actually, al- :
though we have made tremendous gains in recent years, the Northwest faces
an extremely critical period,

Qur housing s1tuation is desperate, It will require the full
productive capacity of the building industry to come 'anywhere near
meeting the heavy demands for living and Working space with which we are-
now confronted. The question of wages versus cost of living must be
reconciled without delay, And finally, the unemployment problem, which
grows .more gerious daily, must be attacked vigorously- £

. o 4
-

, When we have found thc answers to these problems we' can begin to
look toward the broader fields of development., We are lsaving ‘behind .
us a paradoxical combination of destruction and prosperity. Until
rececntly we have experienced a.time of unprecedented production and

accompanying all-time highs .in industry; employment and income.

By far the graatcst continuinb problem we will have to face is the
maintenance of full employment, Full employment means steady and growing
income, .Tt is the indispensable basis for production, enterprise and’
investment. We must not lot the present unrest in 1abor obscure these
facts . for a single moment, - L

Throughout the war years, tho Northwest has built for itself an
enViable labor pool, In considering the question of employment, we must
not look upon this labor pool as a menace = it is one of the greatest
physical assets we have, because the families represented in this pool
mean markets ~— home markets we for the products of agriculture and
industry. '

In the past the Northwest, and particularly Oragon, has been -
regarded as having primarily an agricultural economy. . We.are looking
ahead toward a period of industrial expansion, but this. does not mean -
that agriculture will become any less important. Our opportunity lies
in a parallel strengthening of both types of. enterprise, - This can only
be accomplished with and by people e end people mean purchasing power,

Briefly, the present employment situation looks’somcthing like
this: in-migration, both procwar and wartime, has been heavy; postwar
outwmigration is relatively light. :'The return of war veterans to their
homes here is already great, and many veterans who have seen the west
coast for the first time during their enlistment are planning. to stay-
here. G. I. preference for west cogst schools and colleges is also high ==
one authority estimates that about: 75,000 are planning to rogister in ‘
California colleges alone.

The significance of all this is that Pacific Coast population is
already running ahead of immediate .employment opportunities. But.it must '
be constantly remembered that the Pacific Coast population is.not- running.
shead of its basic resourcess Qur urgent need, then, is quicker development
of our major basic resources projects.- We need quick action in the'. -
development of industry and enterpr1Se, both public and private, 1£ We are
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to solve -the relatively shorterange unemployment problem and still retain
the long-range benefits from this human resource pool, Once the bottle-
necks of housing and building, of unemployment and of stabilizing pro-
duction and income are broken, we can begin to' look forward to long~range
developmental planning. ;

To unlock the opportunities for development which we know to exist
here for large and small business, for public and private entcrprise, I
think we should look to inv e stment as the hearest thing to a key. This
applies to the budgeting of publi¢ programs and public aids as well as it
does to private programs with private financing and underwritinge En-
couragement of constructive investment means that we must concentrate
upon ~ basic and coordinated resources conservation and development ,
program covering land, soil, watér, minerals, agriculture, forests, fisheries,
recreation — in fact, everything that will lead to wider development of

industries and services,

The interest of the Bonneville Powsr Administration quite naturally
centers on ths water resources aspects of such a program, . Our direct
concern is with power installations in the various multiple-purpose stream
development projects in the Columbia Basin. The immediate function of
Bonneville has to do with power transmission and power marketing from a
power utilization and sales point of view, Therefore, Bonneville is
concerned with the’feSourCes,findustriél and social development of its.
entire market area and hence with the broad development of the Pacific
Northwest, = - : .

‘On the basis of this interest, Bonneville has strongly favored
coordinated regional planning and programming of development, It has
favored the carrying out of a unified program for the development of the
Columbia river system. .

Two years ago,suéh'h,COmprehensive prdgrgm_waslrecommendeq.bynthe
five governors of the Columbia Bagin states. The ‘Bonneville Power Ad-
ministration endorsed that program then and will continue to do so until

a more comprehensive plan appears.,

The immediate postwar effects of this program of the Northwest ,

States Development Association represent dan investment of about $600,000,000
to $700,000,000, including power transmission lines. It would result in
an inerease in crop acreage from about 16,000,000 to 17,000,000 acres and
irrigated lands from about 3-1/2 to approximately 4~1/2 million acres. It
would increase power capacity from about two million to some:3—l/2’millioq
kilowatts. It was estimated that this groat public investment ghould ~
induce at least an equal added investment in land improvements, plant and
communities, bringing a total increase in real wealth of about 1=1/2
billion dollars, R

- Such a program should provide more than 100,000 hew and continuing
Jobs in agriculture, industry and service. It should also provide for an
incrzase in the annual income of the rogion of at least {200,000,000.
From & public investment point of view, it was estimated that such a.
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program should provide directly and indirectly, both here and outside of
the region, some 150,000 jobs, depending, of course, upon the rate of
construction.

This is by no means a makeﬁworkiprogram, but one of constructive_
asset=~building public works necessary to the full development of the region.

The Bonneville Power Administration's interest in a program of this
type lies in its direct relation to the basic objectives which have guided
our operation from the beginnlng. I would like to restate those objectives.
briefly: ' ' -

First, to develop.and utilize power as a tool for the production of
taxable wealth. New wealthecreating activities adding to the taxable
wealth of the community are the very foundation for solvent national
government. ‘It we are going to use power as a tool to accomplish the
fundamental objective of creating wealth, a low-cost poliey is of course -
essential,

With the inexhaustible supply of power we have here in the Northwest,
sold at the right price - . and I firmly believe that price is the key to
the whole thing — there 'is no reason in the world why we cannot build far
greater regional wealth and consequent greater national wealthe On this
basis we can have the necessary diversification of processes and production
and the mamufacturing activity which will.bring out the wealth of the
region, _ :

Our second objective is the creation of new jobs, By‘supplying
low-cost power as a medium for developing the resources:of the region, the
Bonneville Power Administration as a public enterprise provides a basic.
ingredient for establishing a sound economic base for:private énterprise,
Private enterprise, thus encouraged to produce more goods at less-cosb,
can create an increasing number of jobs.

A third and highly important obaective is the matter of paying off
the government!s investment here in the Northwest., The multiple~purpose
river projects and the federal® transmission system we are bujilding represent
" a tremendous sum of money which mist be returned to the people of this
country. : Ce .

In the next few weeks we will‘préeent to the Secretary of the
Interior a financial report containing certified financial statements
prepared by independent commercial auditors which will show the. results of
operations from the time the project was begun to June 30, 1945, for the
federal government's Columbia river power system, including Bonneville
dam, Grand Coulee dam, and the transmission system of the Bonneville
Power Adminisgtration., In addition, we have prepared a pay=~out report
showing how the administration proposes to provide for complete: repayment
to the United States Treasury for the costs of the develcpmental prcgram
of the federal governmemt in the Northwest. v 4 .

That this can be done at the 1owest wholesale rate for powef in
America — $17.50 per kilowatteyecar —— has been demonstrateds By the end
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of the calendar year 1944, after payment of all current power .costs,
operation and maintenance expenses, depreciation, interest.and amortization
on the federal investment in the Bonneville ~ Grand Coulee transmission.
system, and powcr facilities at the two Columbia river plants, our net
revenucs amounted to more than 12 million-dollars. All we have to do is

keep the generators turning to make the $17.50 rate pay out, .

I might add at this point that final determination of -the cost
allocation for the construction and operation of.Coulee dam has boen made,
and revenues from the sale of ‘power will meet $633,960,585 of the total -
reimbursable cost of §781,304,085. This includes all construction costs,
intercst on the portion allocated to power, replacement costs over the
repayment period, and operation and maintenance expenses. S

In other words, revenues from the sale of power ‘developed. at Grand
Couloe dam will repay to the federal treasury not only all investment in
the power facilities at the dam, plus interest on the power investment,.
but also a very substantial part of the investment in the irrigatiqn
facilities.

©+ As a result of the allocation and repayment -studies we. have completed
in ‘cooperation with the Bureau of Reclamation, it has been determined that
at present rates, revenues from Bonneville - Grand Coulee power will be.
more -than sufficient to meét all financial requirements and agsure repayment
to the federal government of .the full investment in the Grand Coulee:
project — provided we can sell the powsr, and that is a sales problen. - We
have o real promotional job to do in the Northwest, promoting the uses of
power for the development of the natural resources that arc: here. .Not
only does power pay a major part of the ¢osts of irrigation, but the low ..
rates cttract new industries to support an increased population which, in-
turn, provides new markets for thé products of the newly irrigeted land. . .
Thus power and irrigation are not:opposing developmentss .They - eomplement -
each other, IS :

We often heer claims that power and reclamation projects:-do not fit
together .—- when you need water: for reclamation you cenit usc'it for. powcr,
That is not true in the Northwest. We have an unusual watershed in the
Columbiz basin. The heaviest runoff comes at the time of the ycor that
water is needed for reclumation, and it is available in unlimited quantities
during the peak power season. Consequently, it is possible for both uses
to be served at a much lowsr cost here than in other regionse Such a rich
natural rosource is not available to the same extent in any other part. of
the country. ; C e

Our fourth objective is to work for a continually rising stendard of
living for the people of the Northwest.. It is our belief thet through the
distribution of -abundant low-cost hydroelectric powsr throughout the region,
living can become more enjoyable and work be made easier for farm dwellers,
as well as city dwellers. When manpower and materials. are available for
the construction of additional rural lines, there will be no excuse for
any farm in the Northwest to be without the benefits of choap electric powers
For all of the consumers of the region the new products, which mean improved
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standards of liv1ng, can -be made available at reasonable prices, 1f lowa
cost power is distributed to the industries. cperating here,

" The Bonneville Power Administration is a transmiss1on agency wnose
job is to market this power. A great deal of criticism arises over
government construction of transmission lines., According to a certain
type of thinking, power should be sold at the dam to anyone who is willing
to come and get it -~ and that any other system interferes with free
private enterprise. Actually, private enterprise could not afford to
construct a huge 230,000-volt transmission grid system such as we have
here, but it can take advantage of that power when it is brought: to the
place where it will bé useds It seems to me that there is a very definite
parallel between the canals which the government is building to- carry water
away from back of the dams to the areas.to be irrigated and the high-voltage
transmission lines which the’ government is building to carry power to those
parts of the country where it is needed most and will do the most. good. '

. Low~cost power in large quantities, available only from multiple-
purpose development of our rivers, is the key to-better balanced and
continued economic progress in the region, .

In heavy'chemical and metallurgical industrial processes, low-cost
power is practically a raw material ingredient. With the rapid strides
in chemistry and metallurgy, power is becoming an increasingly important
factor in industrial development. It is playing an ever larger role in
the services of commerce and transportation. Its uses in farm, home and
commnity life are expanding more. rapidly than ever before since ‘the:
discovery of eleetricity. .

“In- order to serve these purposes effectively, it is necessary not
only'to develop our power resources but to provide the transmission -
facilities required to makc the power available to the greatest number of-
peoples . Creation of a transmission grid system to carry the power: of the
Columbia river throughout the Pacific Northwest has been one of our prime
rcsponsibilities, . ;

« Let me illustrate what this transmission system does, The.
transmission line, for instance, from Grand Coulge dam to Seattle performs
the function of 1lifting the output of two generators out of the dam-and
placing it at the disposal of Seattle. It is a mass power transportation
system and you need that kind of a system if you are going to transport
power 1n any such quaritities,

Full development of the Pacific Northwest's vast power resources
requires multiple~purpose programs and financial resources far beyond
the capabilities of private intorests, Since the availability of power in
large quantities and at low cost plays such a large part in developing. -
the market, our power resourcées must .be developed a step ahead of the -
market. We must not lose 'sight of these fundamental concepts if we
expect to utilize our power resources to the fullest extent in solv1ng
our regional production, income and employment problems.
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Aside from its role as a vital factor in economic progress,
hydrcelectric power produced at multiple~purprse river projects has ancther
very important function in regicnal development. It does more than any

~other product tc make resources development pay out. ‘Not only does it .

pay the cost of investment in power facilities, but. it helps substantially
to repay the cost of land reclamation, thus helping to provide new jobs
and new opportunities for new people in the Northweste -

One of the major problems confronting us during the period of
transition from a wartime to a peacetime economy is the job of selling the
power already developed in the Northwest. During the war years, the
power from Bonneville and Grand Coulee dams has, to a large extent, sold
itself, We feel that a peacetime market exists for all of the power that
ean be developed at present Columbia river projects and others-approved
by Congress for construction in the near future. But it willtake the
coordinated efforts of government, industry and business to develop .
these latent markets.

A large portion of our potential power market lies in the industrial
field, The success of our sales program depends upon the expansion of
industry in the Pacific Northwest; conversely, industrial expansion depends
to a large extent upon the availability:of power near the sources of raw
materials, ; : :

During recent years, light metal production has been perhaps the
most spectacular industrial development. Yet, without minimizing its
importance, I think that it may be considered in the long range, not the .
most outstanding. There should be a growth in light metal fabrication
for a multiplicity of usess Light metals are ideally suited for those
purposes where weight is an objection and ease of shaping an advantage.
Transportation, in all of its various phases, affords excellent opportunities
for light metals in fabrication, -~ : : e

With new developments in wood chemistry and the utilization of wo¢d
wastes, forest products industries give promise of becoming even more
important than in the past,

Other industries ‘which have come into.the Northwest recently include
calcium carbide, ferroalloys, glass manufacture, glucose and starch
production, dehydration of fruits and .vegetablos, as well as many other
comparatively small, yet in the aggregate, important developments. A1l
of these are adding to the taxable wealth of the region.

Technical rescarch is one of the¢ foundation stones of industrial
development. We are interested deeply in.an expanded program of research,
in experimentation, in demonstration work. Our primary interest lies, of
course, in the power utilization fields —— in industry, in home, farm,
commerce and transportation uses of power. We expect to carry forward some
of the research that falls in our specialized .field, but we are interested,
as I know you are, in havin: other agencies conduct adequate research
programs in broader fieclds. We recognize the present and latent -
capabilities of many federal, state, educational and industrial research
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agencies, We want to assist in work of direct interest to power merket
development, Toward this end we have made arrangements with Northwest
colleges and universities for coopgrative ressarch programse - Many of these
projects deal with utilization of power in the field of agriculture and
are designed to promote a balanced development of agriculturé and industry
in the Pacific Northwest,

I am sure that all of you will agree that such a balanced development
is of paramount importance to the future economic stability of the.Pacific
Northwest and of the nation, Certainly, we camnot expect agriculture alone
to provide all of the necessary jobs for the Northwestts returning service:
men and displaced war workers. Only through development of new.employment -
opportunities in industry can we hope to mointain full employment in.the -
region, ’ L , . . o

~ As I see the picturs, the Pacific Northwest facus three principal
problems which must be overcome before its potential greatness as a
producing region can be attained,

raw materials —— can be corrected by an expanded researcﬂ,prégram. For
instance, we need much more informetion about a number of critical materials
which are needed for future industrial expansion. Limestone is one, sulphur
is another; and we must learn much more about coal and other sourc¢es of
carbons I could mention many others, Until we have better information as
to what we have and the quantities svailable, we can't expect great
industrial expansion in this region. ' o

The first of these -~ lack of factual informationiébout the region's_

A second, problem is the Northwest's archaic freight rate'strﬁctnté,f
which is a scrious deterrent to development of manufacturing industrigél“'”
and, consequently, is working to ths disadvantage .of western developmenyf.

Our transportation conditions in general must be improved withiah |
accompanying adjustment in the freight rate pattern for the region, The
existing general body of ratés applicable in the Northwest was developed =
to facilitate the shipment eastward of raw materials and semi-finished
comnodities, and the movement westward of manufactured goods, Freight
rates which were all right 15 or 20 years ago when they were established
no longer fit our expanded economy. Some of these artificial economic
barriers are holding up our entire developmental programs If development,
for. industry lags in the Northwest, industry will locate’ in some other = -
region, : Coe : :

The third major problem confronting the Pacific Northwest is the. '
lack of population for marketse. If we can retain.our wartime population
gains by providing full employment, this difficulty will be alleviated
to some extent, and we can look forward to a:balanced development of
industry and agriculture solidly based on the foundation of expanded
local markets. ' ‘ ’

This entire program of resources development work, using power
as a tool for the development of new taxable wealth, is essentially a
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program to take care of an expanding population -~ to relieve congested
areas in other parts of the country. ¥With new population comes industrial
expansion. And industrial expansion means new markets for agriculture.
Once the balance becomes the rule, the Northwest can look forward to a
glorious future. , o ‘ '

THE EXPANDING PRODUCTIVE POTEN'IIAL oF WESTERN AGRICULTURE 1/

Dr. Marion Clawson, Regional Agricultural Analyst
Bureau of Agricultural Economics
United States Department of Agriculture
: Berkelay, California

Everyone has seen pictures of a returning soldier trying to wear
his prewar clothes — sleeves too short, coat won't button in front, cuffs
above the ankles and all the rest of it, We suddenly realize that he has
grown., Western agriculture is just like the returning soldier; it, too,
has grown. Gradually, over the years, western agriculture has expanded,
and once in a while we wake up to discover that 6ur old ideas about it
are wrong., Growth for the soldier requires an expenditure for new clothes;
growth for western agriculture isn't entirely painless and free fran
problems. The real question we are now facing is, has the growth in
western agriculture stopped or will it continue? How much, if any, will
western agricultural output increase? What effect will more irrigation
have upon agricultural output? What about markets? What effect will the
growth of western population have upon markets for ‘western ‘agricultural
cormodities? S S ' ‘

History of Festern Agriculture 2/

What has been the history of western agriculture? Early settlers
in the West began to produce their own food at an early date; with the
difficult, costly, and uncertain transportation of those days, they often
had to raise vhat they ate, if they were going to eat., The Spanish in
California, the Mormons in Utah, and early settlers in the Northwest -all
faced this necessity. Commercial agriculture, or production for sale,
generally . began with the raising of range livestock, Hides, tallow, and
wool could be shipped relatively long distonices, because of their lack of
perishability and high value in relaticn to bulk. With the coming of the -
railroads, live animals could be shipped easiward. Next in the development
of commercial agriculture was ordinarily grain farming, ‘The Central Valley
of California, the Palouse and other northwestern areas, and the Great
Plains had the greatest expansion along this line. Partly contemporaneougly
but mostly later came the growth of general irrigated farming.. The possi- -
bilities of fruit production began to be explored at a fairly early periods
At first the markets were only local and for dried fruits. The . :

introduction and improvement of refrigerated transportation,

1/ This paper is based upon a more detailed report, "Longterm Outlook -
for Western Agriculture - General Trends in Agricultural Land Use,
Production, and Demand," by Marion Clawson and Wendell Calhoun,
shortly to be released by the Bureau of fgricultural Economics, |,
Berkeley, California. : ~

2/ As used throughout this paper, "western" means the 11_spates from
Montana, Wyoming, Colorado, and New Mexico to the Pacific Ocean.
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of canning, and of more recent processes greatly stimulated. fruit,production.
Of more recent origin has. been the great growth in rather specialized diary
production and in highly specialized production ‘of truck crops or vegetables.
To these broad changes must be added the introduction and expansion of sugar
bects, cotton, and other Cropse

e oae

Agricultural productlon in the West has increased 115 percent. since
1910. In the 1910~14 period, the average annual cash farm income, in terms
of 1926 dollars, was sllghtly over $1 billion for ‘the 11 Western States
(table 1). By 1939-43, evin when msasureéd in 1926 dollafs; it had risén
to $27 billion, or an increase of 115 percent. The increase in California .
was nearly twice as rapid as in the reat of the region, and by 1939-43,
cash farm income in California was 83 percent as large as in the other 10
states of the West. While annual cash farm income from all commodities
was doubling in the West, the changes in different groups of commodities
was by no means uniform., Income from sale of vegetables increased nearly
4 times; Mother livestoek," which is chiefly dairying and poultry, increased
3 tlmes. On the other hand, income from sale of meat animals rose only
60 percent and from "other crops" - wheat, cotton, potatoes, sugar beets,
etc, -~ rose only 72 percent, ese shifts in source of cash farm income
clearly indicate a trend toward more intensive types of farm production -
dairying instead of beef cattle, vegetables and fruits instead of alfalfa
and irrigated general crops, etcs * " A

How do these changes in amount and make-up of cash farm income in
the West compare with the changes in acreages of various classes of 1and
during the same period? When the various types of land are’ converted to a
common denominator on the basis of their ability to produce feed for live-
stock, the increase in productlve capacity since 1910 of &ll types of land
has been about 13 percent, An increage of about 50 percent in area of
irrigated land, plus a slight increase in area of nonirrigated cropland
harvested, plus. no increase but possibly some decrease in areas and pro—
ductivity of range land, totals to only the moderate increase of 13 percent.
The increase of over 100 percent. in cash farm income has thus come pre-’
dominantly from greater and- more valuable production per acre. only a
slightly larger area of land has been used more fully, and for more in—
tensive crops, so that total output has risen greatly. 'The upward trend in
the West and particularly on the Pacific Coast greatly exceeds the trend
‘elsewhere in the United Statese 1/

#

MArkets for Westcrngggricultural Commodities‘

..

c Western agr1cultura1 commodlties are sold on regional (or local) ‘and
on national markets., What is the market outlook for western agricultural
products?

£ A

dMuch of Western agricultural production consists of "speclaltles" -
crops not grown at all- elsowhere in the, United States, or grown only in

1/ See forthcomlng report, "Farm Production in War. and Peace," by Glen T.
Barton and Martin R, Gooper, Burcau of Agricultural Economlcs,:
mlmeographed.
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Table l. -~ Averags annual deflated cash farm income,
‘1910-14 and 1939-43, in-the 11 Western States,
by source of iAcome -

tAverage cnnual deflated cash farms

Commodity ‘sincome (million 'dollars, at 1926 3Percentage increase
| group sprice level) .t 1910«14 to
3 1910m1t 1. 1939243 | 3 103943
‘ Fruits and nuts Mo ; 423.5 f) g
Vegetables | 72 2645 4" 271
Other’erops '310,2 - 533.0 | o 72.
% Eeat'animals R "319.3l3 ‘,.’. 512;7., '73T ; ,lél'i
i Other livestock { | '.175'3. | 51645 11, 108
Total j Vo442 2250.2 V 115

limited volume elsewhers, HoOps, apricots, pears, filberts, welnuts,
olives, figs, avocados, artichokes, and many others could be mentioned in
‘ this connection., When consideration is given to the season of production,
several other crops for certain seasonal markets fall into this group.
‘ Though fresh peas are grown widely in the United States, fresh pcas for
winter market are grown primerily in the West, for instance. With only -
minor exceptions, western production far exceeds western consumption of
these specialty commoditisse Their chief market is usually inthe Midwest -
and East, 2000 miles or more from ‘the arca of. production, Farm prices of
these commodities depend on prices received in largs eastern citics, minus
relatlvely high freight and marketing costs. A growth in western population
means an expanded local market for "specialties®, but it docs not free
producers from dependence on‘thc distant market.

#Common™" agulcultural commoditics are grown in many parts of the -
United States other than the West. They include not only the staple products
such as wheat, corn, oats, barley, cotton, cattle, and hogs, but also such
things as apples and ecanning peas which are grown in several othar areas.
| Obviously, thers is no sharp line separating "specialty" from "common"
products; if 75 percent or more of national production is in the ‘West, the
commodity is probably o specialty; if 25 percent or less, “probably a common
ons. Intermediately, there mway be difference of opinion as to its proper
cla381flcat10n. :

Common commodltles may be subdivided into (1) "dvflClt" commodltles,
the western production of which is less than western consumption; (2) .
"surplus" commodities, the western production of: which clearly exceeds
western consumption; and (3) "self-sufficient" commodities, for which
western production and consumption are in approximate balance. Examples
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ares deficit commodlties, hogs; surplus, potatoes; self-sufficient, dairy
products as a group. The region has.s small deficit of dalry products, but
the margln is small and the small def1c1t could be transformed into a small
surplus by‘expan51on of Wesbern productlon. Because common commodities are
produced in 1arge volume elsewhere in.the United States, western producers
are in competltlon with producers elsewhere. This is true on both regional
and national markets, If. western consumptlon exceeds western production, the
difference is easily shipped in. The price to western farmers is.the same
as the price to midwestern farmers plus freight and other costse A growth
in western population means more shipments into the regién, with little or
no increase in price to western producers, . If western productlon .exceeds
western, consumption, the balance is shipped out and competes on eastern
markets with productlon from other areas. The price to western farmers is
the eastern city price less freight and other costs of gettlng “the product
there, If population grows in the West, more of the product is consumed in
the region and less shipped out, but the price 1s likely to change but
little as a result of western populatlon growth. ' Of course, if population
change were very great, a surplus commodity might be converted into a de-
ficit one - this has actually happened in the case of eggs in California,
Relatively small changes in western production or western consumption may
shift the approx1mately self—sufflclent common commodities from the slightly
surplus to the slightly deficit status, or vice~versa, ‘with consequerit rather
substantial changes in. western price.

The growth of Western populatlon has provided a greatly expanded market
for western agricultural products with consequent favorable effects on western
farm prices. Population expanded from 4 million in 1900 to nearly 14 mllllon
in 1940, and to ‘about 16 million now, --Population growth was- rapid-all over
the region, up to 1920, although not at exactly equal rates in all states.
From 1920 to 1940, the rate of population growth alowed down in all parts of
the region, but was maintained at a far higher level in California than
elsewhere, From 1900 to 1920, -population in California increased 131 per-
centy, and from 1920 to 1940, 102 percent, or at roughly three~fourths of
the earlier rate. In contrast, only two other western states had a rate of
population growth from 1920 to 1940 as much as half of their 1900-1920 rate,
and for most atates the rate was less than one-third as great, Since 1940,
the rate of population growth has been greater in California than elsewhere,
As a result of the higher and better—sustained rate of population growth in
California, more than half of the’ people in the West are now in that state,
Within California, populatlon growth has been especially rapid in the southern
part of the state,

Populatlon growth in the West has affected the market for western .
agricultural products. Beef cattle from Nevada, Utah, and Arizona once: moved
eastward; now they.go westward, The growth of Los Angeles has been reflected
in an ever~w1den1ng circle from which beef moved westward rather than east~
ward; now, a substantial number of cattle from western Texas. move to. _southern
Callfornla. _Western dairy productlon has 1ncreased over one~third in the:
past 20- years, and yet western consumption has expanded equally rapldlyg so
that with minor exceptlons, western dairymen have . enJoyed a. mldwestern
butter price E frelght. :
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The outlook is for continued western populatlon growths A population
of about 17 million by 1950 and of about 18— million by 1960 is probable
for the 11 western states. This will represent increases of about 22 and
about 33 percent, respectively, over 1940. Roughly speaking, the western
market for western agricultural ¢ommodities will expand proportionately.
With the prospect of more-rapid population growth in California than in the
rest of the region as a whole, the California market will become increa31ngly
important for western agricultural products.

What about the national market? National population growth has been
substantial over the past several decades,and further growth will occur even
though it is generally agreed that we are gradually approaching a stationary
population. While national population growth has affected the national
market for western agricultural commodities, other factors have perhaps
been more important., Improved transportation and new processing methods
have surely been factors. S6 have changed dietary standards and feood tastes
of the population, toward more fruits and vegetables in the diete The
West can expect some further growth in démand, due to these factors. At
the same time, the possibilities of stiffer competition from other parts
of the nation should be recognized. If quick-freezing makes peas or other
commodities, almost or fully equal in guality to the fresh product, avail—~
able throughout the year, the price of out~of-season fresh products will
surely decline. Improved transportation and processing always widens the
markety and exposes previously sheltered producers to the cold blast of
competition., \ S

Irrlgatlon 8S & Factor in 7 estern Apricultural Development

The area of irrigated land in the West has doubled since 1900; the
figures are as follows:

1900 9 million acres
1910 - 13 " "
1920 U "
1930 175 "
1940 18f o "

In contrast, the area and productivity of grazing land has not increased
and may thb decreased since it was first fully used, and changes in area
of nonirrigated cropland have been reclatively small. -

.  These increases in irrigation helped to make possible the increased
agricultural production previously mentioned. The intensive crops are
nearly all grown on irrigated land. However, irrigated acreage is only

% percent of the total land area of the West but about one~third of the
cropland. The only commodity produced by range land, nonirrigated crop-
land, and irrigated land is feed for livestock. On the basis of their
ablllty to produce feed, the range lands of the West are equivalent to
perhaps 23 million acres of irrigated land, and the nonirrigated croplands
to perhaps 11 million acres of irrigated land ort this basis, irrigated
lands have about 35 percent of the agricultural productive capacity of the
Wests - On the basis of the value of agricultural commodities produced,
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irrigation is responslble for slightly over half of the total. These
relationships vary greatly by states, In Oregon and Washington, the rela~
tively large acreages of nonirrigated cropland west of the Cascades, plus
the large dry-farm wheat production, result in a small part of the total -
from irrigation. In some other western states, irrigation is much more
important. ‘ :

. Is there an opportunity to expand irrigation in the Vest? The
Bureau of Reclamation says so, and has submitted a large scale program to -
Congress. 1/ Irrigation of 6 3/4 million acres of new land plus supplementsl
supply of water to 9% million acres within 10 or 12 years is held out as-

a reasonable estimate of maximum development within that period. Actual.
development will almost surely be lessy the necessity of getting appropria-
tions, unavoidable delays in constructaon, perhaps lack of sufficient '
settlers with necessary capital or credit, and some lands:unsuitable for
irrigation within projects will all combine to redute the acreage that will
actually be irrigated by some date. The list of proposed developments: -
contains several large projects and many small ones, The Columbia Basin
Project will ultimately include about 1 million acres; it could all be .
irrigated within 10 years, but may take 25 years or more to get into full
production. The Mountain Home project in southern Idahe will include over
200,000 acres of new land, and may be among the early large projects. In
Oregon the Deschutes and Willamette projects will add considerably to the
agricultural productive capaclty. The presently authorized Central Valley
Project will bring in about one-half million acres of new land., Ultimate
developments in that area will add something like 3 million acres to the
total irrigated area; as much as 1 million of this might be in production
by 1960. A large project is under consideration in Arizona.  These are .
equalled or over-shadowed by the scores of small projects within the region.
Outside of the 11 Western States large developments are projected in North
and South Dakota. .

Considering all factors, I estimate that irrigation -of new land
and provision of supplementary water supply will be equal in productivity ,
to about 1 million acres of irrigated land by 1950 and to about 3 million |
acres by 1960. These amounts, if realized, would equal 5 and 16 percent,
respectively, of the area irrigated in 1940. However, on the basis of
equivalent productivity of all types of land in the 11 Western States, they
equal 2. and 6 percent, Vhile I view these as probable developments, others
might estimate other acreages as more probable, and anyone will concede that
actual development may be greater or, less, depending upon the factors
previously enumerated. : , o

Summary of Production and Market Probabilities

The outstandlng fact in western agrlcultural history has been the
greatly increased output from an only moderately expanded acreage. As

L/ Hearlngs before. the Spe01a1 Committee on Postwar Economic Policy arnd
*Planning, U.S. Senate, 78th Congress, 2nd Session, pursuant to Senate
Resolution 102, Part 5, Reclamation, Irrigatlon and Power Progects
June 6, 1944. .
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pointed out éarlier, the annual value of agricultural productlon (in 1926
dollars) in the 11 western states rosé from about $1 billion in 1910-14
to about $24 billion in 1939-43; at the same time, the acreage of all
agricultural land rose from the equivalent of about 47 million acres of
irrigated land to the equivalent of about 52% million acres of irrigated.
land. Reduced to a per acre hasis, agricultural production rose from about
$21 in 1910 to about $39 in 1940, or an 86 percent increase in 30 years; the
rise was rather consistent, yvar by year. The changes which have occurrcd
in farming in the Vale and Owyhee irripation projects since they were first
brought into irrigation illustrate this trend towsrd more intensive
production from the same area of land, In California, the increase’ in
production per acre was more marked - from about $58 in 1910 to about §122
in 1940, or.an increase of 110 percent in the same period..

Wha t factors are responslble for thesc: trends? - First and forcmost,
they are due to 2 shift. toward more intensive lines off agricultural
production - more dairy cattle in relation to beef cattle, more truck crops
in relation to hay acreags, more fruit production, and similar changes which
employ more people and turn out more product from the samecrea of cropland.
This trend has been particularly noticeable -in the botter farming areas.
Greater mechanization has releascd land to produce crops for sale which
previously had been used to produce feed for workstocke Yields of several
crops have increased; .greater maturltJ in. fru1t trees has resulted in
higher fruit y1elds, for instance, :

- Has this trend toward more output per acre ceased or even slackened
off? ‘Not yet,.and there is rcason to believe that the factors responsible

. for the trend in the past will continue in the future, though probably

not with the same force. If this trend should continue at the past rate,
by 1960 western agricultural production would be 50 percent abowve 1940
agricultural production, due to this one factor alone. About one~fourth

of this increase above 1940 has already occurred. Earlier, T estimated
that by 1960 irrigation development might add 6 percent to the productivity
capacity of western land. Multiplying a 6 percent increase in land pro-
ductivity times a 50 percent inerease in production per acre would equal -

a 60 percent increase in total-agricultural production. This popresents a
productive potential, but market considerations will detcrmine whether it
is fully utilized. Such an increase in production, though large, is possible
in view of past trends and currcnt plans for 1rr1gat10n development.
Assumxng past trends will be somewhat modlflcd I shoaxd say thnt the most
to 30 or 40 percent by 1960, comparcd with ‘940, Let me repeat: a
substantial part of this has alrcady occurred, during the ware -

Will market prospects Justlfy such a production increase? On the
basis of anticipated western population growth, the regional market for
agricultural products may expand 33 percent by 1960, compared with 1940.
Part of this has also occurred during the war. To this probably can be
added some increase due to higher consumption per capita, particularly if
employment is high, If ‘the national ‘population increases 15 percent by
1960, the market for western agricultural products, outside of the western
region, should increase about proportionately because of that facts In
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addition, per capita consumption, particularly of the fruits, vegetables,
and other products that the West ships East, should rise appreciably,
Considering theso increases in regional and in national market, the total
market for western agricultural commedities is 11ke1y to rlse by perhaps
25 to 30 percent, from 1940 to 1%0.

On the face of it, these estimates indicate a somewhat greater
increase in output than in markets. A conclusion that surpluses will
develop is unwarranted, however, becausc estimates of this sort can hardly
have the precision necessary to detect a surplus of 10 or 15 percent 15
or 20 years into the futurec. The conclusion can safely be drawn that both
agricultural production in the West and agricultural markets for western
products will increase materially (one-fourth or more) in the next 15 years.

Therz is good reason to belicve that the West will continue to have
an agricultural production greater than its comsumptione Indeed, as one
looks at the past, it appears that agricultural output has expanded fully
as rapidly as population has grown, and that net outshipments have been
an approximately constant proportion of total production for the last 30
or 40 years. They may well continue so. The makeup of outshirments and
inshipments has varied, and is likely to continue to change, but the relatlve
balance has becn nearly the same.

An expanding output, a growing markst, and changes in types of
production provide an opportunity and constitute a challenge to the
agricultural industry of the West.,

-——n—-———-——-—-—-——-.—_—-

S. Eugene Allen, Manager
Oregon Labor Press
Portland, Oregon

As we look about the contemporary American scene, some of us may
be appalled at the industrial unrest and disputes that mar our reconversion
picture. Actually, it is not nearly as bad as it sesms on the surface and
such issues as divide us are basic to our future, They deserve a more
careful examination and consideration than most of us give thcme

It is frequently taken for granted that strikes are due solely to
ths obstinacy of labor unions, When I hear somcone go into the old routine
against labor unions for all the ills — real and fancied — he thinks the
nation suffers, I think of the old weatherbeaten sailor who wandered into
a waterfront mission where a preacher was holding forth in strong language
onthe Ten Commandments, detailing at great length the many'ways in which
they could, and were, being broken constantly.

The sailor departed in a subdued mood, but after walking a few

blocks, his face brightened and he squared his shoulders, “Anyway," he
said happily, "I never made any graven images."
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I do not went to come here this evening and indulge in acrimonious
discussion about some of our pressing industrial relations problems. It
would be out of keeping with the spirit of intellectual integrity and
Scientific inquiry that I think must characterize our approach to these
problems of human relationse Rather I should like to discuss the basic
problems of living standards and employment and prosperity and the relation
our national labor and wage policy has to their achievement. I assume
that you want me to be frank, and I shall be. )

One of the encouraging aspects of our American scene is that we are
making an effert to discover what the facts about our political and economic
institutions are. It is in the tradition of colleges and universitiss to
inquirce into the problem of human relations as well as to deal with scientific
and abstract pursuits of learning; '

This occasion gffords me an opportunity to compliment the State
College for the splendid contribution it is making in the field of industrial
researchs The staff of the College has a distinguished record of practical
achievement for Oregon's agriculture and industry.

Right now, several noteworthy projects are being carried out by
the College that have as their aim increasing the productivity of Oregon
industry and the establishment of new enterprise in this state and region.
I could not mention them all, but I can suggest two or threc examples.

In Southwestern Oregon, therc are éubstantial deposits of a relatively
low-grade chrome ore. A research project is now underway to determine
economical processes for the development and use of this resource,

Great strides are being made, under the leadership of the State
College, in the utilization of wood wastes and the development of new
wood projectss As a result of this type of research and study, I have no
doubt that substantial new industries will be brought into being and our
economic and social progress cnriched.

Sources of industricl cafbon are being sought out and attention is
being given to developing space heating by means of clctricity upon a sound
basisse L : '

These are only examples of the kind of practical work that is being
done on this campus. It is the type of thing that yields grcat returns to
the State and to the entire nation. ‘

One of the nation's great newspapers — the Orezon Journal - has
taken a particular interest in this type of activity and has encouraged it
in many ways. Sometime ago I was privileged to attend a dinner given by
that paper, the purpose of which was to stimulate interest in this work
and to foster it through the establishment of research funds and grants
of various kinds as well as through more adequate legislative appropriation.
This, too, is good; and I compliment Mr. Jackson and his associates on.
the Oregon Journal for their interest and encouragement in this field.,
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But it is equally important, as you people here recognize, that ‘we
understand the human relationships that are such a tremendously important
factor in American industry. - The attitudes that employers and employees
have toward each other are quite as important as the industrial processes by
which physical operations are carried out. B

We have not always paid the attention to this problem that it deserves,
ind freguently much of the attention that has been paid to. it has beerr
biased and slanted strongly against the individual workman and his orgeniga-
tion and in favor of the industrial corporations. ' :

You know the modern industrial corporation is a very recent development,
if we consider it from the historical point of view. Coxrporations are neces-
sary to a mass-production economy, but we need to remember that they are -
devices created by men to serve men. ' e .

The following quotation will serve to indicate some of the thimking
that we have assosiated with our industrial development. -

It is adapted from Morrison and Commager's "The Grovwth of the ‘American
Republic, " : " ~

"The climate of opinion in which these ideas flourished was hostile
to organized labor, but not until comparatively recent years was that climate
moderated by new intellectual currents. Weantime there had developed, in '
effect, a double standard of social morality for labor and capital, Combina-
tion of capital was regarded.as in accordance with natural laws; combination
of labor as a conspiracy. Honopoly was good business, and business men
denounced or evaded the Sheiman Act, but the closed shop was un-American.
It was the duty of govermment to aid business and to protect business interests,
but government aid to labor was socialistic. That business should go into
politics was common sense, but that labor should go into politics was
contrary to the American tradition. Property had a natural right to a fair
return on its value, but the return which labor might enjoy vas to be regu-,
lated strictly by the law of supply and demand. Appeals to protect or en-
hance property interests were reasonable, ‘but appeals to protect or enhance
labor interests were demagogic. Brokers who organized business combines were
respectable public servants, but labor organizers were agitators. The use
of Pinkerton detectives to protect business property was preserving law and
order, but the use of force to protect the job was violence. To curtail
production in the face of an over-supply of consumers' goods was sound
business practice, but to strike for shorter hours in the face of an over-
supply of labor was unsound. The Jist might be extended, but the principle
is more interesting than the practice. The double standard was i1llogical,
but it was real, and labor had the choice of conforming to it, defying it,
or changing it. Conformation was not to be expected, and defiance was :
generally suicidal, so labor naturally directed its efforts toward changing
it. The story of the gradual modification of this double standard can be
read in the history of labor organization and in the record of social legis-
1ation of state and federal governments over the past fifty years."

Now then, an integral part of free enterprise--and horestly I'm not
sure just how devoted even Atherican business men are to that ideal--is
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free labor, free unions and collective bargaining,

If our industrizl scene seems confused, it is because we are confused.
We won a grect military victory and we were constantly assured - indeed
we ussured ourselves just as we whistle when passing a cemetery —— that
once the military victory was won, we would build a brave new world. We
would establish justice. We would have the M"four freedoms!" established
"all over the world." We utitered, or at least our President uttered in
our name, great words in the Atlantic Charter. We repeated them so much ;
that some naive souls even began to believe them, but most Amerlcans thought;
of them as mere slogans.

. The truth is that we had no war aims. We didn!'t know why we were
fighting. We exercised a sort of self discipline because a great many of .
us had an uncomfortable feeling that if we didn't, we would be regarded as
of questionable patriotism, But when the war ended, we shuffled off at
least some of the hypocrisy and pulled  some of the wool off our eyes and
we resumed our old ways. And why not? Wasn't that what we were flghtlng
for? Well, I don't know, but at least some folks said it was,

It has been said too often,,in_fact gven to repeat it, that "ecternal
vigilance is the price of liberty"; and we could honestly add to that that
a good deal of public inconvenience is also the price of liberty,

- Strikes are an exercise upon the part of Workers of that tradltlonal
liberty., Lockouts and low wages are also a part of that liberty. 4nd if
the public suffers because labor and management cannot dispose of their
matual problems without a public brawl, it is a part of that price we pay

for liberty, And, in my view, a mlghty cheap price. And when I say this,

I am perfbctly conscious of the dependence that we all have upon. smooth
industrial operations. S

Strikes are & symptom, - They indicate a deep;rdoted social disease.,
That disease is fear, and suspicion and selfishness, Fear of unemployment,
fear of low wages, fear of business failure, fear of tax foreclosures, fear
of low prices for farm productsy these are only a few of the fears. Some
of them are encouraged by government, Some of them are the obvious man-
ifestations of human cusscdnesse '

of course, industrial profits are high. I am sure that a good case
can be made for a redistribution of our national income, but as a practical
matter if all industrial ‘profits were devoted to payment of higher wages,
it would not raise the general level of wages very substantially. Without
meaning to discount the importance of profits in the industrial ‘picture,
nevertheless, I am constrained to suggest that if ~- in the long run - . more
wagues - are to be paid workers, they must come prlmarlly-and almost entirely
out of increased productivitys

I take it for granted that in Amerlc° Wwe are commlttod as a social
policy to rising living stendards for our citizens.

. Therefore, with this basic assumption running through my thinking,
I suggest it is more profitable to consider the means by whlchvve shall
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achieve &« rising living standord rather than to undertoks to justify a
particular demand or defend a particular strike in industry.

- It is simply elcmentery economics to state that standards of liVing
‘depend upon the production of goods and sérvices. Nevertheless, it is
-worthwhile to repeat th: proposition because, as a nation, we have behaved
in precisely the opposite manmner., Industrial combinations héve sought
by monopoly to artificially maintain high prices by restrict ing the output
of their factories and plants, Farmers have sought, through 1legislation,
to maintein parity prices by restricting farm production. ILabor has.sought,
through featherbedding and restrictive union rules to maintain wages by
restricting production.

Of course, it is easy to understand why each group in our socicty
hos pursued. these policies, but the net result on the national economy has
been that we heve produced less when we were bstensibly trying to improve
our standards., It hasn't workedl ‘Nor will it work any better in the
futurey and we will indeed be a foolish people to again undertake such a
schemea,

Economists are in substantial agreement that our productivity per .
hour of labor has incressed, Thoy are not in'agreement a2 to thé precise
amount of this increuse., Perhaps as good a geheral statoement as can be
found is that by Dr. Julius Hirsch which was printed in the November 19th
-issuc of "Barron's" — a conservative financial journale Dr. Hirsch has

made 2 very careful and exhaustive study of the available data on the rate
‘of ‘increased productivity in our industrisl plant. In this welledocumented
statenent, he expresses the opinien that our productiv1ty has increased by
at least three per cent annually since 1940. He shows that it has increased
by substantial amounts prior to that time.

He concludes his’article with this very_signifieant statement;

"If we ipnore, as we should, the present situatlon, a lésting gain
in efficiency between 1940 and 1947 of 3.5% or 4% per year will mean that
for the volume of production for which 100 workersvxera needéd in 1939,
perhaps 76 or even only 72 may suffice in 1947. Or, in other words, the
labor force necessary to produce tha same output would not be 45 to 46
millions as in 1939, but rathcr 36 millions or less. .

. WTo employ the sams number of people as in 1939, our total effective
purchasing power will thus have to be*20% to 25% higher. If we cannot do
thls, we will not employ as many people as in 1939. Yet we actually hope
to 1ncrease ourprbwar 1ubor force by 12 to 15 million.

"Therefore, let us not’ overlook the great danger of what appears to
~'me to be an obvious trend toward technological unemployment on a largsr
scale than ever experlenced before. From 1939 to 1945 we have gone through
greatest mass production period in our history; we should remember that
efficiency gains are never limited to those industries in which they were
originally obtained, By the availability of new commodities and of old
ones at lowered prices, these gains spread throughout the national economys
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"Productlon power has again progressed much more rapddlj'than consump—
tion power. In 1933 we had 24¢7% less production than in 1929 2nd 12 to 13
million unemployed. In 1939 we had 4% more production volume than in 1929,
but we still had eight to ten mlllionunemployed. Increased mass production
provided us with a 4% higher volume of output with about three to four million
less employ*d. '

"ie may have to be preparcd for much more additlonel technologlcal
unemployment than is forecast in most of thc studies publlshed by the ad—
ministration, Congress, and almost all of our cconomistse!

Now then, I ask you to ponder this statement of Dre Hirsch for a
moments What he is saying in 31mple terms is that our increased productivity
per worker is so great that we can produce 'as much as we did in 1940 with
scveral million less workerse ‘Surely, the slgnlflcanCe of that situation
cannot escape even the dullest among use. . .

"I should like, also, in this connectlon to refer you to an erticle
in the current issue of Fortune magazine under the titlec of MAmerican
Productivity" and written by Charlss Re Walker of Yale University. He
concludes, as did Dre Hirsch, that Amcrican productlvlty has risen by more
than three porcent annually, He, too, coneludes that we can produce our
1940 level of goods and services with several millions lass workers than
we had in that year employed. And even then we had’ mllllons of unemployeds

, Well of course, we are not g01ng to be satisfied with a 1940 variety
of economic existence in this nation, ™e must produce more and more goods
for the raising of living standards. ILet me repeat what I have. already
said: Living standards depend upon the production of ‘goods and services |

JUnfortunately, a great many businessmen recognize only this much
truth, but that is only half the story. An essential half, yes, but still
only a half. The other — and ecually essential —— half of the story is
that this increased production must be distributed among the citizens of the
nation, Otherwise it soon begins to pile up and the Wery next thing that -
happens is industrial btagnatlon sets in, unemployment commences, business
falls off, the old weary circle ‘commences once more.

How to distributé these goods and services among'us is not easy to
answer, but a rather simple general statement will provide at least.the
direction for us to start travelling, There are only two ways in whlch this
cen ‘be accomplished. Tie may increase wages and lower unit costse. AS a
matter of fact, our whole economic history gives abundant proof that this.
process is precisely what does take place. Without one single exception
every one of our mass produced consumers'goods is being sold for very much
less money today than it was many years ago ‘and without one single exception
the wages paid American workmen in these industries have been substantially
inecreased, but the general trend toward lower unit costs and higher wages
has 51mp1y not been accelsrated enough., It has been forced on industry by
the organization of workers into effective labor unions, Our problem is to
see that these two things happen simultaneously and more rapidlys
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~ You will notice that I have said they must happen simultaneously and
this simultancous occurence is very important for if one happens without
the other, it gives an imbalance to our economy which sets-in motion the
forcus of business dapressmon and these forces rapidly gain momentum and
are out of control before we can effecctively act upon thome

Now then, of coursz, when I say & simultaneous reaction must take
place in our industrial 1life, I don't mean that everything has:-to happen . ..
next Tuesday, but I do mean that within a comparatively shert time our
gconomy must mcke these adaustments or we are lost.

&s further evidencs of the two-fold nature of our problem, I quote
from Dr. Walker's"Fortune®articles : :

"In looking at the past or projecting the future of American industrial
cfficienecy, it is important to emphasize that high productivity does not

necessarily mean a healthy economy., No one should confuse what might be

called the promissory note of productivity with payment of prosperity to-
all, Productivity doesn't mean that., But if solutions are found for certain
other - -problems, organizatienal, political, and psychologlcal, it will mean
just that. To make clear this all-important reservation, examine for a
moment the relation between productivity and other: important elements in
a healthy economy; employment, output and wages. . :

"If you take four major groups of industries that comprise 75 percent
of industrial income and employment in the U,S. — manufacturing, mining,
railroads, electric light and power — the following illuminating comparisons
between the years 1923-24 and 1936~37 can be made. Productivity in manu-
facturing went up 50 percent in these years, mining 89, railroads. 43
(measured by traffic miles), and electric light and power 11l. But with ‘the
exception of the last, volume of output didn't keep pace with preductivity.
Manufacturing output went up 25 percent and mining 12 Railroads declined -
in output 17 percents Electric light and power mounted 141 percent., This
spread between productive efficiency and output was vividly refleocted in
declining man-hours of employment. Manufacturing declined in manwhours
16 percent (remember productivity went up 50), man~hours in mining -declined.
41 percent (remember productivity went up 89)s In railroads manwhours
dropped 42 (productivity has risem 43), Only in electric light and power .

where both output_and productivity had increased tremendouslx did- man—hours
of employment go up =- by iV percant. 4

- "What a decline in man~hours of employment means- for the dndividual
worker is obv1ous. It means that he gots the benefit of+4nereased pro-
ductivity in more leisure, by working fewer hours each weeks And it means
that as a consuymer he can get more for his money. But it alsp.resulted for
the period in question in %involuntary leisure! or fewer hours a week than -
he would have liked to worke These sharp declines in man~hours dlso reﬂiect
the trough of unemployment in the thirties,  In other words, a high level -
of productivity may cocxist with only partial employment, as the depressian
years tragically illustrated, To realize the advantages of high productivity
for cveryone, full cmployment and a large volume .of output arc neccssarye

AR
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"The spread between mon~hours of cmployment and incrcased productivity
also shows up in declines in earnings. If you look at the whole span be-
twesn 1919 and 1939 for manufacturing, say, you will find that labor gained
a lot from the risec in productivity in hourly wages. Hourly wdges, in
terms of real purchasing power, were up 45 per cent, But annuzl earnings,
in these same terms, were dovn 20 per cent. ‘

"As to capital -- for manufacturing from 1319 to 1939 the total
capital investment decreased by 4 percent ( it had gone up in the first
decade) and aggregate earnlngs declined 11.8.

"Over the two decades everyone — as consumers — gained prodigiously
from increased productivity. The American citizen in 1939 wa s able to buy.
a third more product for every dollar spent -~ not to mention that he was
offered a greater variety and for the most part a higher quality of product
- for his money.

®Productivity, then, is potential prosperity, promise, but not always
performance: The other elements in the economy must be in proper relationship
‘if investor, worker, consumer are all to gain from industryts ability to
turn out better and cheaper products, with less labor power. Above all, .
output and employment must keep pace with the upward bounds of productivity."

The great corporations of America performed a signal service for our
nation and our economy when they developed the large scalc enterprise to
make mass production possible and when they discovered th: managerial genius
to turn raw materials into goods for human consumption at low costs.

But American labor unions have played no less an important part in
leading the way toward expsnded standards of living for the average American
citizen. Labor unions stand today as the one great body of opinion and
thought sesking to translate our efficient productlvity into 11v1ng standards
of real proportions for all of us.

They may falter at times, Sometimes they suffer from ignorant or
demagogic leadership — what organization doesn!t? But the native good
sensa of the American worker, as expressed through his organization, is
the one thing that, coupled with the good sense of other Americans, will
pull us through the crisis if we can be pulled throughs And I am ready to
say here and now that I am not any Pollyanna about this business. We
could fail, but we don't have to, and we won't if we are the least bit wise.

The share of the national income that labor claims is not an amount
that can be stated in terms of dollars, nor even in percentagcs. ILabort's
share of the national income is that amount of our total product which we
as laborers earn and which we must consume in order to meintain a healthy
- economy, and it will be changed and revised from time to timee Revised
upward I may say, Unless, of course, we reject the thcory of an expanding
economy, for an expanding economy means simply one things more and more
people will be able to enjoy more and mor: of the good things of life.

Labor doesn't want to achieve this at the expense of anyone else,
We don't want to take it awey from anyone, We want it to come out of the
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only place it can come froms Increased productive capacitye

And don't forget when you are talking about "Labor," you're talking
about fecllow American citizens with the same ideals and the samc aspirations
as other citizons. You arc tolking about people who are esscuntially fair,
who know Amcric a and love it, and who know how to make affective use of
the typical American technics of getting things dones :

I am assuming that we intend to maintain our domocratic capitalisms

of course, if we ars ready to aosndon this essential American institution
znd adopt the dictatorship technic, as for example the Russians have,-or

the Germans, or the Italians, or the Japanese, we can indulge in the topdown
planning of our economy. '

But T state flatly that the American Federation of Labor wants none
of that, Even though our policics may seem to be headed ‘thot direction,
some times, we want nonc of it, We believe in capitalisme e are committed
to the democratic process. We are not afraid of words, nor are we lacking
in sclf reliance. ’

I have read Henry #nllocels book "Sixty Million Jobse" Tt was
interesting to observe that poor old Henry hnd to go back and rcly on the
econQiic theories of Alexander Hemilton to justify his viewpointe If that
kind of fuzzy thinking is to characterine our economic and industrial
life, we are indeed paupcrs” for idaac. :

There is no easy way to solve our problems, nor is there any magic,
nor any ledgerdemain by which we can make ourselves a prospsrous people.

Ve will have to work, Tic ﬁill havé to observe the simple rules of
democratic capitalism. We will have to dedicate ourselves to the fundamental
principles of justice and equality of 2ll men before the laws

If I may indulge in a bit of self criticism, I should like to suggest
that if American labor secks special treetment at the hands of our government,
we must also be preparad to accept the restrictive legislation along with
the special intersst legislation, Of course, I am mortally frightened at
the spectacle of every last group interest in America descending on the
Congress and demanding of the poor befuddled law makers an answer to their
every problem. It is a nationsl psychoneurosis that we must overcome. If
we don't — well, what happens to incurable neurotics is well knowm.

Stripped down to its barest essentials, labor!s cass for higher wages,
and for shorter hours is based on the plain economic fact of increased
-productivity. Labor unionists sce that our productive plant has ample
capacity to supply all of our nceds. Labor unionists sce thatwe have the
managerial genius — or to use a2 currently fashionable phrasc e- the "know
how" to produc: an abundance for =1l of us, Labor unionists, as simple
but practical people, see no point in enduring thc misery and heartbreak of
unemployment or low wages or poverty. And we start with tie assumption
that if we heve the rcsources, the plant, the managerinl genius, the labor
force, we surely must have among us the good sense, to apply these ingredients
in tha correct proportions to producc a high living standard for our nation,

59



We have no idea of tolerabing any further mass unemployment nor poverty
stricken American citizens, We demand, and we will fight for with all of our
economic and all of our political and all of our moral strength, the living
standard to which American citizens are entitled,

Specifically, I mean a good home, security against unemployment and
old age, and sickness and accident., I mean en opportunity for a good ed-
ucation and for cultural and recreational pursuits. I mean the same kind
of ‘&4 living standard that each of you looks forward to, That is not expecting
much of a great productive nation such as America. ‘That is not expecting
much of our economy. ' '

The saecratary of the Trcasury, Fred Vinson, put it another way recently
when he said that the American people are facing the pleasant prospect of
learning how to live with their standards increased at least 50 vercent.

That, my friends, in not Utopiss That is the minimum that we can
afford in this nation. To tolerate less is to court disaster and to reckon
with the four horscmens

But our claim to these things is based upon the productivity of our
American industrial plant and mechinery and management and labor, We don't
expcct government to produce any miracles. We agree with Herbert Hoover that
"there are a great many things going around in the dark besides Santa Claus.”

QUTLOOK FOR OUR FARM EXPGRTS

A. Rox Johnson, Assistant Director
Office of Foreign Agricultural Relations
United States Department of Agriculture
Washington, D. C,

I'm glad to be speaking today to «n audience that needs no introduction
to the subject of my speech, thc outlook for our farm exports,

You have long been closcly associcted with foreign trade so already
arc aware of the importance of forcign markcts for a prosporous American
farm 1ife. Export markets are much more than a safety valve of our agri-
culture, they must be planncd for. We cammot count on a recsonably full use
of our devcloped agricultural resources without them. Nor, under rclatively
frec warkct conditions, can we count on good farm prices without them, as
the amount of a crop that is exported gruatly influences the pricc for the
part that is sold domestically. Even under the restrictions prevailing
befor: thc war we exported about 40 percent of our cotton, ono-third of
our tobacco, nearly one-tenth of our wheat, and substantial portions of our
lard, prunes, raisins, applps, pears, oranges, and rice.

It is desirable, thorcfore, thut we attempt to size up thu foreign
market at this time - just as w are entering the postwar periode What
prospects do we face in the months and years just ﬂhegd for a fairly good
levul of exports?
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For any adequate appraisal of the situation, we must divide the
postwar period into two parts = a short-term period that may last for
perhaps 2 or 3 years after the end of fighting, and a long~term period
which will follow after that, _ o : .

During the short~term period, which we afe now in, farmers may expect
~ to benefit from the heavy demand for their products from Europe and the

Far East. Prewar problems of over-production in relation to demands are not
likely to reoccur except in the case of a few items.

Per capita world food output in 1945~46, for instance, is estimated
to be about 10 percent less than during the immediate prewar period,
Reduced carry-over supplies. of nearly all major food products, together
with disorganized distribution systems, mean that the supply at present is
even further below normal than the drop in 1945 output would indicate,
Drought followed battle in Furope., For the entire Continent (exclusive of
Russia), even allowing for wartime processing economies, the present yeart's
food supply is estimated at 20 percent below the prewar level, The food
output in France is at a S~year low. Belgium cannot approach the 50 percent
of its own food which it produced before the war. From Italy, from Austria,
from the Netherlands, from even the fertile Danube Basin come somewhat
similar reports. Russiat!s food situation will be somewhat improved, and
the middle and Far East are in moderately sound position, with the exception
of a sharp deficit in Japane BEven the temperate countrics of South America,
normally exporters of food and other farm products, have suffered severely
from drought and can contribute less than average amounts to the world food

supplye

Thus for the current year and perhaps for the next ycar or two
foreign demand will be heavy for the farm products of the United States and’
of several other surplus food producing countries, notably Canada, Argentina,
Australia, and New Zealande So much for the immediate postwar period, It
will be a time, largely, of tapering-off, marked by farm production and
marketing conditions not grcatly different from thosé of the actual war
period - at least for most products.

For the long-term period, however, export prospects will be less
certain, This is the period that is of primary concern to us here. And
in attempting an appraisal of prospects in this period, I!'d be less than
frank if I failed to say that they are such as to give us cause for serious
study and concern. , o

Between fhe two wmrld'wafs, the total volume of th}s bduntry's
foreign trade began going downehill, Exports represented’ a smaller and
smaller portion of the national income - which reflects our capacity to
trade, ‘

Of more immediate concern to us here is the fact that our foreign
trade in farm products fell off even more sharply than did foreign trade
as a whole. As exports of raw materials, which include farm exports,
became a smaller.and smaller share of our total exports, exports of finished
and semi~-finished manufactured goods during the same period naturally
erew to be a larger and larger share,
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Let's be a little more specific at this point. In the first five
years after the Civil War (1866~70), raw materials accounted for two-thirds
of all our exports. Those were the days when cotton was king and was
wriding high.® During the 5eyear period, 1936~40, however, they made up
only a little more than a fifth of the total. By this latter period, exports
of finished manufactured products accounted for half of the totals In the
decade prior to the Civil War they made up only about 15 percent of the
total. ’ )

This leads us to the $64 question:s What, basically, causes these
trenqs in our foreign trade? If we can find the answer to that one, maybe
we can control and direct them to our advantage.

Luckily enough, the answer is not hard to find, These trends o
back in a considerable degree to an unsimple fact that can be simply stated.
Many nations of the world have for many years past been following so—called
self-sufficiency trade and production policies. And I want to stop here
just long enough to underscore that word so-called. These policies were
aimed at making each of the countriss concerned as nearly as possible
economically free and independent of the rest of the world, Each country
sought, separately and independently of the others, to keep depression from
its doors and/or to assure itself of adequate supplies of essential goods
and materials in case it got into a fight. o

In point of time the United States was among the first nations of
the world, following the first Vorld War, to set up a high tradebarrier
policy, Many nations soon followed suit in the interost of that so~called
selfwsufficiency., 1In the period between the two world-shattering conflicts,
during which time tvo depressions hit the world economically, the flow of
commerce across national boundariés hes been incrcasingly obstructed by
government action, Imports have bsen controlled, not alone by increased
tariffs, but by quotas, embargoes, more stringent custom formalities and
exchange control as wells. Bxports have been forced through barter, currency
depreciation, and subsidies. Preferential systems between countries,
permitting discrimination as between suppliers and customers, also waxcd
in favor. Bilateral deals between countries, which rule out outsiders,
became the order of the day,

'So far as the United States and its farmers are concerned, then, the
total volume of this country's foreign trade between the two world wars fell
off, and raw material exports grew to be a smaller and smaller portion of
the smaller wholce But there were greater and more far-reaching results for
the world as a whole. | '

As long as these devices were used by only a few nations, they may
bave led to some temporary, short-time advantages for those nations, But
-en they became the common property of many or all nations, they tended to
cancel each other as far as any advantages were concerneds

This was not the casc, however, as to the disadvantagess For, taken
as a whole, these selfeseeking devices restricted the buying power of the
countrics against which they were directed., They made it difficult, or
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impossible, for the target nations to expand their industry, have full
employment, and satisfy the wants and needs of their peoples through = higher
standard of living. They throttlcd world trade, led to international
frictions, and helped plant the seed for ~ new and bumper crop of death

on the battle fields of the world, '

One might have thought - and hoped - that the war would have eliminated
- thesc economic weapons from among the peace~time instrumentalitios of g
governments, The fact is, however, that it served only to inerease govern~
ment intervention in world trade. There trade channels werc not actually
broken by war they were changed to meet its demanding voice, As a result,
governments today have more of a strangle-hold on the world!s trade than in
1933, =nd the regimsntotion of trade is 211 but completce

I wish that in this appraisal I could stop painting & dark picture
at this point, Unfortunately, I cannot, for just as the abovewmentioned
considerations suggest thé possibility of a badly shrunken foreign demand,
2 number of other factors indicnte strongly that world supply of & number
of international commoditics in the long~time period ahead may be sub-
stantially larger than beforc the war, K :

We will not be greatly surprised, of course, to sce a world surplus
output of wheat, cotton, tobacco, wool and some fruits, in.relation to
effective demand. Or of sugar, if th: Far Bastern produccrs return to
their prewar production levels, For the most part these arc fomilier
international agricultural "surpluscs® that have plagned the world!s farm
producurs at verious times since the first World Viar.

Ve may not be as wsll prepared to accept some other production
problems that have grown dircctly out of the war. Two notable changes
oppsared in the production picture in the Western Hemisphere - sharp ine
creases in the output of fats and oils and of rice. This was in.on attempt
to replace the supplics of these products that came from the Far East
bofore the wars Our ‘own farmers, as you well know, made great increases in
their output of peanuts, soybeans, and flaxscod during the war. Argentine
output of sunflower seud quadrupled. Ricc production in this hemisphere
increased by nearly half. In time there will probably be available on.
world markets supplies of Far Enstern rice and vegetable oils, TWhen that
time comes, the world supmy is likely to be excessive in relation to
effoctive demand. Our producers probably will be faced with the choice
of cutting back their output or of competing in world markets with the low-
cost Asiatic producing zrense . T

411 in all, the picture does not 2dd up to a pretty one for our
farmers, On the demand side, as wz have scen, there is the badly shrunken
foreign market that goes back to the limited supply of dollars held by
foreigners who need our farm products; therc is the fact that, having only
this limited number of dollers, foreigners are mors likely to spend them -
primarily for our manufactured goods than for our raw materials; and finally
there is the fact that, government restrictions and trade controls being
as they are, citizens in foreign countries are not entirely free to spend
what money they do have for our products, evun if they chose to do so.
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Then, on the supply side, there is the increased world production in the
case of a number of international commodities - all to be sold in a world
market that is potentially smaller than in prewar days.

We've talked about the outlook thus far in rather general terms.
Now, let's get down to cases for a moment and see what all this means in
terms of farm products in which you, as Oregonians, are interested personally.
A substantial part of your farm income comes from wheat, fruit and nuts,
Vhat is the outlook for these crops?

nght now, there is a strong demand for every bushel of Unltbd States
wheat that can be put in export position. Only because of this year's
record crop of 1,123,000,000 bushels can we come close to meebing the demand.
During the first six months of the current wheat marketing year, an estimated
175 million bushels of wheat and flour equivalent will be exported. Nothing
like this has existed since right after the last war, when our net exports
averaged (1918-21) close to 270 million bushels yearly.

The bulk of this wheat has been g01ng to Europe, the flour to Europe
and Iatin Americai While exports to the Pacific have been relatively small
thus far, they are now picking up, notably to China. This seasonts large
European demand is due largely to this year's smaller European crop, which
was almost 400 million bushels smaller than last year and fully 500 million
bushels less than the prewar (1935-39) average:  The cumulative effects of
fertilizer shortages and last summer's widespread drought are mainly re-
sponsible for the short crop, although losses from military operations, labor
shortages, land reforms, and other factors played their part,

The heavy export demand for our wheat is also due in part to the
fact that output in Argentina and Australia this year, while larger than
in 1944; is somewhat smaller than the prewar averagei The Canadian crop
was 100 million bushels smaller than in 1944 and only slightly larger than
the prewar average. The world wheat carryover on July 1, 1946, promises to
be reduced to the lowest level in many years. It may be expected to begin
to increase by July of next year, however, if good harvests are obtained
in the exporting countries and some recovery occurs in Europe from this
seasonl!s very low level of output. A substantial increase in carryover in
surplus—producing countries, with the problem of surpluses again being talked
about, might be expected by 1948, This, roughly, is about when we begin
to get into the long-term picture, :

In this long-term per:od we can count on the United States having a
production machine - land, machinery, fertilizer, manpower, etce = that
year after year will turn out substantially more wheat than we need
domestically for food. In fact, we could without too much effort turn out
a billion bushels yearly. We should not count on consuming more than 500
or 550 million bushels as foode 1In addition to food we use annually about
80 million bushels of wheat for seed and 75 to 125 million bushels of wheat
for feed - making a total normal domestic demand for 700 to 750 million
bushels, Such a quantity of wheat could probably be marketed year after
year at nzarly parity prices,
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The question is, then, can the remainder be exported year after year
at a satisfactory price? We all believe that we can export some wheat in
competition with other exporting nations, but even the experts would not
want to hazard a guess as to just how much. That there will be keen
competition abroad from Canada, Australia and Argentina there can be no
doubt, This is evidenced by the fact that Canada has set an export ceiling
price which is about 40 cants a bushel less than our domestic and export
eeiling price determined on the basis of parity. Argentina and Australia
have also fixed export celllng prlces more~or-less comparablc with the
Canadian price.

- That, in short, is the picture that our wheat exporters are facing.

But what about fruit and nuts? The end of the war left many
European countries virtually bahkrupt, with destruction and Bunger staring
them in the face at every turn, The elimination of hunger and the making
of essential repairs to war—damaged properties, consequently, are receiving
Tirst attention, This means that the limited supply of foreign exchange
available in these countries will be expanded for epsantial building
materials, machinery, and for the basic foods, such as wheat, meat and fats.
Bollar exchange for the purchase of fruits and nuts will be at a minimum,’
This situation is expected to continue for at lcast five ycars.

+ Even after reconstruction is well under way or completed, and- the
short-~term postwar period is past, the outlook for fresh fruit exports will
continue discouraging. Sweden and Switzerland are perhaps the only countrics
that may regain prewar importance for U, 3. fruit in a relatively short time.
The political and sconomic situation in Central Europe is expected to make
exports to that area limited and difficult for several years. France and
the Low Countries will not take their prewar quantities of our fresh fruits
for some¢ years to come. Certain of the countries will consider it expedient
to buy from Canada, New Zecland, Australia, Argentina and Chilee Unless
the British Empire'!s preference scheme is abandoned, fruits from the first
three of the countries will engoy a preferred p081t10n in the Br1t4sh market.

The outlook for driedsprune exports in the next'2 or 3 years is much
brighter than for the poriod from 5 to 10 years away. Output in the Balkans
this year is substantially less than the prewar average and is ekpected to
continuc at this lower level for a few years more. As farming conditions
gradually return to normal, howsver, output is expected to increase,:
Production in the southern hemisphere, Argentina, Australia, Chile, and
South Africa has mounted steadily since the war, and competition with these
countries for available Latin American and European markets is expected to
increase.

Oyr filbert and walnut exporters are going to face keen competition
from producers in other exporting countries. France, one of the world's
largest walnut producers, is expccted to make cvery effort to dominate
the British market and that of the neighboring European countriese Her
lower production costs and nearness to these countries, which means sub-
stantially smaller freight charges, give her a strong advantage over our
own exporters., Walnut output in the Balkans is well beneath prowar levels,
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but it still will suffice to cover the demand for walnuts from that area and
Eastern Europe.

As for filberts, Canada and Mexico may offer us limited outlets in
the years ahead. But a much more important thing for domestic growers to
watch is this. The next few years may see a marked decline of prices abroad
and a big.effort on th= part of foreign growers to export to the United States.,
Filbert acreage in Italy, Spain and Turkey suffered relatively little wat
damage, and output will continue at prewar levels at leasts Our own output;
while steadily increasing, will not be in a position to export to Furope in
the face of the strong competition both from the price and supply standpoint.

Let me at this point underline the fact that in this long-term
agricultural export outlook, we face a new problem in a new worlds It is
not a problem of reccnversion, It is not even a problem associated with
the return of peace, as we used to know it, It's not a re anything.

To solve it, we must give up the idea that it is merely a problem
of going back to the old and familiar. For the old and familiar, no matter
how unpleasant it was at the time, always breeds inertia - ease —~ contentment.
In addition, we must accept the idea that things don't « and can!t - even
stand still. They've got to move on to the new and the different, and we
with them. And if we are to solve each new day's problems as they arise,
we will do it only by facing them realistically., By that I mean with as
few preconceived notions as possible and with a completely open—mlnd - the
scientific attitude of mind.

When the physicist or chemist goes to his laboratory and closes the

~door, to the extent that he succeeds in his objectives he leaves all his

preconceived notions and prejudices behind him, As nearly ‘as possible he
becomes a disembodied mind., The nationality, race, creed, ideology, or
party of the molecules or atoms with which he is working make no difference
to him - none! He concerns himself only with the end result. It was this

“attitude of mind which on August 6, 1945 gave birth to Atomic Are, with all

man'!s mastery over the physical world that it implies,.

What I'm coming to, in conclusion, is this. Only through a complete
open-mindedness, a feelingless objectivity, and a boldness born of imperious
necessity, can we hope to solve the problems with which we are confronted
today,

It was in this spirit that Secretary of State Byrnes announced, on
November 16, 2 series of proposals for the revival of world trade which he
intended shortly to submit to the peoples of the world for consideration
and adoption, Because I regard them — and their adoption — as the only way
out for peaceful trade in a peaceful world, I want to repeat them at thls
times

e intend to propose that commercial quotas and embargoes
be restricted to a few really necessary cases, and that
discrimination in their application be avoided,

)
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"We intend to propose that tariffs be reduced and tariff
preferences be eliminateds The Trade Agreements Act is our
gtanding offer to negotiate to that end.

"We intend to propose that subsidies, in general, should:
be the subject of international discussion, and that subsidies
on exports should be confined to exceptional cases, under
general rules, as soon as the period of emergency adjustment
is over., S

r "We intend to propose that governments conducting public
enterprlses in foreign trade should agree to give fair treatment
to the commerce of all friendly states, that they should make
their purchases and sales on purely economic grounds, and that
they should avoid using a monopoly of imports to give excessive
protection to their own producers.

"We 1ntend to propose that international cartels and
monopolies should be prevented by international actlon from
restricting the commerce of the world.

"ie intend to propose that the speC1al problems of the
~ great primary commodities should bé studied 1nternat10nally3,
and that consuming countries should have an equal voice w1th
producing countries in whatever decisions may be made.

"ife intend to propose that the efforts of all countries
. to maintain full and regular employment should be guided by
the rule that no country should solve its domestic problems .. .
by measures that would prevent the expansion of world trade, .
and no country is at liberty to export its unemployment to
its neighbors.

"we intend to propose. that an Internatlonal Trade
Organiza%ion be created, under the Economic and Social
Council, as an integral part of the structure of the

United Natlons. : _ , P

_ "we intend to propose that the United Nations call
an- International Conference on Trade and Employment to.
deal with all these problems,

"In preparation for that Conference we intend to. go
forward with actual negotiations with several countries - -
for the reduction of trade barriers, under the Rec1proca1
Trade Agreements Act,

‘Mguccess in those negotiations will be the soundest
preparatlon for the general Conference we hope will be .
called by the United Nations Crganization."

Let us hope ~ and work - for their adoption universally, for they
constitute a cooperative world approach to the probleme, If welve learned
anything in the last quarter of a century — and learned it the hard way -
1t is 51mply that there is no such thing in this world as self-sufficiency.

ian cannot. live unto himself alone, Neither can nations, So-called self-
suff1C1ency3 whether of man or of nations, is but the prelude to ultimate
self-destruction. The cooperative world approach is the way to peace,
prosperity and plenty.
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GOVERNMENTAI POLICIES AS THEY AFFECT INTERNATIONAL TRADE

Dre Cs Es Maser, Head
Division of Business and Industry
Oregon State College

Despite the fact that the world situation today is such as to obviate
any necessity for the United States to compete for foreign trade, the fact
remains that the orientation of the thinking of most of our citizens is
in terms of competing for world markets. Obviously such competition will,
on the whole, be hardly existent for some time to come, for the majority
of the nations of the world have been stricken and shattered and are in no
position to compete for much, other than the opportunity to buy our goods
and that at a rate as consistently rapid as we find it possible to turn
them out. Though this circumstance will not obtain beyond a certain period,
it would be a mistake to align our. governmental policy in international
trade in the direction of restriction long before it becomes necessary.
Rather should we take the initiative now while it is still possible to re-
move restrictions and hindrances to trade and to build up a psychology of
relative freedom, ~ ‘

Never before in modern history has a nation been in so strategic a
position to introduce its goods into the markets of practically every
country of the world, as it is now possible for the United States to do.
Quite probably the very introduction and use of those peacetime goods by
all nations will afford us the finest opportunity, not only to win markets
but to retain them as well, for many of the nations will, of riecessity, be
oriented to the use of American machinery and supplies, from which escape,
if it may be called such, would be difficult. Indeed it would be well, I
believe, if the American people would make it their government?'s policy to
allocate a portion of our total productive effort for some time to come for
sale to the many nations now so desperately in.need of materials and
machines, From a purely business standpoint, not to mention the humanitarian,
this would be well, for in a world as closely integrated and interdependent
as ours is, the prosperity and wellbeing of all nations, including our owm,
will depend largely on the speed and thoroughness with which the res* of the
world regains its productive capacity.

The eventual success of our willingness to export will depend
largely, of course, (and I say "of course"® quite knowingly}) on our willing-
ness to receive imports in payment. If we and the rest of the world were
to successfully reach at least an approximation of the mfull employment™"
policy, our capacity to accept imports would be c¢stablished. With employment
maintained, it should also be possible to keep trad barriers down. Our
real limit to export trade, assuming that eventually we will want to be
paid for our exports, will be determined by the ability of potential buyers
to earn dollars through their exports to us.

Not long ago the Reciprocal Trade Agreements Act was extended for
another three years and it now behooves us to realize the utmost advantage
from that extension, both for other nations as well as for ourselves. To
the e xtent that we can foster imports without disturbing our own internal
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economy, it becomes not only our sensible right but our duty to do so. The
well-known economists, Eugene Staley and Winfield Riefler have made two
proposals which I should like to bring to your attentione Proposal number °
one is that our government couple economic adaptation with reduction of
protective tarriffs., Doubtlessly such an action will meet with determinsd,
organized resistence on the part of those who will be concerned, Under—
standably, they will fight for preservation of the status-quo, ~ unfortunately,
despite the long term gain which may accrue to this and other nations as a
whole, " Unless those who are engaged in producing uneconomically under the
protection of heavy restrictive import duties are willing to shift into
other lines of production in which our nation has a true comparative advan-
trge, little of real significance will be accomplished in the tarriff field.
Such shifts will have to be encouraged and helped in every way possible if

"~ they are to be made, and it is quite certain that if weare to deal with the

situation realistically the industries concerned, which grew up with the-
acquiescent suffercsnce of the community, will have to have the costs of ‘the
shifts assumed by a broad-spreading of those costs over ‘the same communitys -
There is a case for such cumpensation I believe in terms of the beneflts

that the communlty will reap from the shlft.

Such economic -adaptation to items of productlon in whleh an area
has a comparative advantage might well become the subject for action, not’
only in our and other domestic programs but in an international ‘program under
the Economic and Social Council of the United Nations Organlzation as ‘well.
In our own domestic instance the United States Tarriff Commission could be ™
directed to prepare and publish an annual survey of all industries which
are currently receiving substantial tarriff protection, where, for example,
the rate of duty is 25% ad valorem or where tarriff protection enables the
producer to charge.25% or more.above the landed cost of similar :products
from abroad, This survey might, in addition, show the percent of domestic
consumption furnished: by the ‘industry, ‘how long it has engoyed the tarrlff N
assistance; how its wages and dividends compare with other ‘industries in ‘the
same region, what measures were taken by the industry to improve its comp
petitive productive position during the ‘past year, how much was spent on
research for the possibility of turning to new areas of production, with _
what effectiveness the research was carried on, and, lastly, if- ‘the prospects -
for an improvement are not good, to what other areas of production the :
industry might with fair certainty of success transfer, The government
should probably further carry ‘on, or help private agencies to carry on,
exhaustive regional resource surveys of the character suggested by Dr. Raver
in his talk of yesterday afternoon, so that possible areas of expansion or
transfer may be uncovered and encouraged. Lastly, it is suggested that when
the case has been thoroughly studied and the possibilities adequately
appraised that the article belng protected be removed from the free list,
provided that the number of persons affected does not exceed 500 and that
the move will not impair the military defense possibilities of the nation.

Signatory powers to the United Nations Organization should also
obligate themselves to cooperate, with the help of the Economic and Social
Council, to carry on similar programs in their own domestic areas and could
be given to understand that such help as might be forthcoming from the Bank
for Reconstruction and Development, for example, would be partly dependent

.69



on their willingness to cooperate. The realization has not escaped me that
many will deem these proposals to be unrealistic, My reply is that the
alternative is harder and more costly. At some point we will have to come
to the realization that momentary sacrifice of personal or natioual self-
interest, in the narrow sense, is impossible to escape if we, as economic
entities, would remain alive in a prosperous and non-warring world.

There is one other attack that might be made on the tarriff which
could be made in a rather more easy fashion, It is concerned with the
removal of barriers which inadvertantly reduce or prevent the import into
this country of commodities which arec not produced in this country. ©Such
are the duties set up to protect a particular classification which, in itself,
may now either have gone out of existence or not need protection arymore,
and which now prohibits the importation of a product which by legal definition
happens to fall into the classification. To avoid this it is proposed that
the Tarriff Commission be given the right to create a free customs classi-
fication for the specific commodity.

The question of tarriffs in international trade and our government's
policy concerning them is huge and I am rather ashamed of the too rapid
treatment which I have accorded the subject in this paper. However, there
are other areas of discussion which I feel deserve to be touched upon and,
since my time is limited, I shall pass on to them. My belief is, further-
more, -that perhaps they merit as much attention, since in most cases they
have not been accorded their just amount of attention and, in some instances,
are so non-recurrent as to have escaped any continuous discussion over the
past twenty years.

Government Policy on Shipping and International Trade

Transportation plays a very vital role in the fiecld of marketing
and is indubitably tied up with any attempt to understand, forecast, and
influence governmental policy in that area. In international trade it is
probably quite fair to state that the term "transportation” is almost
synonymous with the term "shipping". It is for that reason that I have
felt it necessary to spend a part of the time which has been allotted to
me to briefly discuss some of the effects of our present position in shipping
on international trade in the era just beginning and what the policy of our
government might well ‘be in that connection, Though this paper is limited
in its scope to a discussion of government pollcy as it affects only inter-
national trade, it had best be pointed out that no statement concerning
shipping could possibly be approached completely validly, if it restricted
itself to just that aspect of the importance of shipping, Intimately tied
to the problem are its further effects on the shape of world politics,
international cooperation, strategy and securlty, reconstruction and relief
in devastated areas, and, last but not least, domestic politics.

Until now and for the past five years, the only considerations which
were needed concerning shipping were those which pertained to the war effort.
With the war now past, however, the American people and their government
will have to realize the position in which they now stand in shipping with
respect to the rest of the world and come to a decision as to the policy
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which they. are going to pursuc concerning it, With approximately three-
quarters of .the world's shipping tonnage at our disposal, any and every -
action which we may take will have vital consequences for many, if not all,
of the countries of the rest of the world. At the end of the war the

nation also commanded a large proportion of the world!s shipbuilding capacity
and, though we would probably not be ih a position to compete as favorably

on economic competitive terms with other traditional shipbuilding nations,
the fact remains that public opinion will be strong to retain as great a

part of our dominant position as possible., We have witnessed the necessity
and value of shipping for war protective purposes and, undoubtedly, we shall
be more wary now than previously lest we find ourselves caught as short as

in 1941. -However, other considerations will have to be taken into account

as well, and realism will demand that they be fairly weighed in their import
for 1nternatlona1 trade, world prosperity and peace, as compared with,
though not opposed to, our considerations of security and political strength.

In thls period of transportatlon shortage it becomes difficult to"
conceive of an oversupply of ships., I would that it were unneccessary to
take it into consideration and that we might believe that the international
trade ‘of the years to come would consume continuously all of the tonnage
now available, For a time that will be the case, what with the’ transportation
of troops, supplies and materials for reconstruction, rehabllltatlon, and
the feeding of the destitute peoples. Then will come a time, however, for
other nations,much of whose economy was more or less dependent on shipping,
Shlpbulldlng, and the ‘sea, when possibly their entire economy may have to
be reshaped in terms of the policy which we pursue concerning the disposal
of our shipping and shipbuilding facilities., True, many of our present
ships are overaged, ill designed for peace purposes, and have been in many
cases of necessity poorly maintained. On the other hand, our advantage is
now so great as to overshadow any such slight circumstancess

Among the questlons whlch come to mind almost Jimmediately. concernlng
our policy on shipping, is one which will greatly influence international
trade; namely, will the proportions of world shipping distribution- |
after the war resume their prewar status, or, will they be determined more
closely along the lines of the present position of world shipping tonnage?
It is on this question that most of the discussion and. practically all of
the feeling about merchant marine -policy has concentrated,and it-is here -
that American policy will be most. decisive. The greatest sufferers in
shipping tonnage decline, as.a result of the war, are those on the continent
of Europe and among them are such important prewar shipping nations as
Norway, the Netherlands,: Fra ce, and. Greece, together with Yugvslavia,
Belgium, and Poland. ¥or the first four, shipping played a vital role in -
their international trading capaclty. -Part of their fundamental ability to o
compete and to render payment: was’' through the cheaper use of their own
ships and the earnings: which were theirs as the result of their shipping.:
services to others. Undoubtédly the ‘trading capacity of the rest of the :
nations will be considerably enhanced, if they are permitted to regain an
approximate amount of shipping tornage somewhat comparable to their prewar -
status. Such tonnage would have to come largely from the swollen Ameriocan
merchant marine fleet, and it may well be that a part of our government's
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policy -in assisting in the recovery of world trade will have to come

through such a sacrifice. 1In this comnection it will be well to remember
that much of our American shipping in the prewar years was subsidized,
vhereas for none of the others has that been true, This in itself is an
indication of the possible value of permitting such other nations to resume.
their more economical operations, for the American exporter is the gainer,

as well as the shipping nation., - The importance of the necessity for shipping
on the economy of at least one of these nations is easily seen in the case

of Norwagy, where it is estimated that as high as 25% of the total population
was in the past dependent on shipping for its existence..

That American policy should ultimately be ought, perhaps, to be
determined in terms of the three considerations of: pnolitical prestige,
gconomic benefit, and national defense. In some instances, these considera-

"~ tions are in conflict and in one instance at least the consideration is not

too important. The cost of political prestige, or the carrying of American
goods in American ships, has in the past, and I see no reason why it should

be different in the future, been out of proportion to the cost of shipping

the goods in foreign ships. I am inclined to believe that the government
should put 1little stress on the matter of political prestige, but should

rather determine its policy in terms of economic berefit and national defense. .
If we were concerned solely with economic benefit, we would be concerned

only to get the ships :|.nto the hands of those who could best run them, re-
gardless of nationality., Te could count on the fact that they would be

quite willing and ansdious to sell their services, and there would probably .
be little need to fear that the services would be withheld from us., There
will, nevertheless, not be need to work out a purely economic shipping

policy, however, for there is little chance that it would be adopted. : ¥

Undoubtedly the majority of the nation, and understandably so, is not as
yet convinced of the future peacefulness of the world to the point where it
would be willing to tske the chance of being caught vithout ships. Whether
the United States will be a more economical shipping nation after the war.
than it was before is a question. So far no one seems to be willing to
advance the belief that we shall be more competitive with Norway and Great
Britain, for instance, after the war than we were before.

The decision as to how 1arge a merchant marine the nation should
maintain for defense purposes is not easy to answer, but under any cir-
cumstance, several things would have to be taken into consideration. First,
what proportion should our merchant marine bear to our navy and how large
will our navy be? Second, to what extent are we going to maintain national
stockpiles of strategic materials and develop the resources of the Western
Hemisphere? Third, who will our allies be, vhere will they be located, and
what kind of a fleet will they maintain? If our goverrment should see ‘fit
to retain a relatively large merchant-marine, and, if our capacity to run
it were to prove no more competitive than prior to the war, it may be that
the uneconomic cost of maintaining it in competition with those nations
which experience a cheaper cost of operation should be properly charged to
the cost of national defense. To the extent that this is done and this
nation maintains a large shipping capacity the other nations will suffer, -
not only through lack of our purchase of their shipping services but through
the, in effect, heavily subsidized capacity of our shipping to compete., I
doubt that there can be a full reconciliation of the problem of defense with
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the problems which have been posed here, Undoubtedly this will prove to be
another of those instances where compromise will have to be made with the
perfection of economié¢ and free international trade theory and the ‘undeniable
facts of the temper of.the American public concerning the defense of its
shores. ' It is my hope that the government, when it: determlnes on its
policy of maintaining greater shipping capacity, will pin. the costs and its
decisions on the aforegoing facts and will not resort to the nebulous means
of convincing American public opinion such as is portrayed in the follOW1ng
quotation from the former Head of the Maritime Commission, Admiral Land,

"Our goal is to have the best ships in the world and as many of them as any
other nation." Such terms as "rightful place in world shipping", "as many
of them as any other nation", and "just share" play little part in a cold
analysis of either the economic or defense facts. We must rather talk and ’
act in terms of those facts, and wherever p0851b1e move in a direction which
will permit us to accomplish our purpose, while at the same time acting in
cooperation with, and wherever possible for, -the benefit of other natiorns
and world internationsl trade cr a freely and fairly competitive basis,

Covernment Polidy on Cartels and International Trade

As in 211 other parts of this paper the writer finds that it is im-
possible to take a direction which states flatly and unequivocally that the
particular phenomena being discussed is either all right or all wrong.
Though it is true, on the whole, that our government and peOple have been
opposed, sometimes more and sometimes less, to practices which promlsed
to restrict free competition, there would appear to be instances when the
means in dispute would seern to be the correct weapon of defense or retaliation,
At one point in this section of the paper such-an assumption will be made.
On the whole, however, the nation will probably continue to agree with the
policy of its government to combat such actions as restrict free competition
and substitute scar01tJ with high prices for abundance with low prices.

Typical objectivas of monopolies, and cartels are international
monopolies, have in the past been concerned prlmarlly'w1th keeplng up prices,
restricting output, allocating markets, reterding innovations, withholding
technical improvements and basic inventions, and the exclusion of newcomers
from the field. It is hardly a matter of dispute that high prices and
restricted output are not conducive to a higher standard of living and ‘
abundance for the individual, The allocations of markets, with the resultant
lack of -competition, seldom lead to low prices and productive efficicncy
which competition might have brought, The retarding of innovations, which
is used to preserve capital structure, may only be carried on at the cost
of increased productivity and lower prices, Furthermore, the allocation
of markets, together with the efforts to excludé newcomers, have frequently
been used to establish and consolidate colonial empires of the great
companies and to retard the industrial development of .such sections of the
world as Central and South America and Asia. In effect, market allocations
amount to private systems of trade barriers, similar in their effect to
hlgh tarlffs, barter agreements . and currency controls.

Though, as has been 1nt1mated, the American governmentts attltude
toward international cartels will undoubtedly remain antagonistic, there is
little room to assume that cartels as such will be outlawed by this, any
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other, or all nations. Our government might better direct its efforts to
attacking certain of the practices of cartels, rather than to an effort to
do away with them. In somec ways and under certain circumstances cartels
might readily play a part in the expansion and maintenance of an abundant
and economically fruitful international trade. If such an assumption be
made and our government should see fit to sunction limited participation on
the part of American firms in international cartels, it should ohly be with
utmost regard for the desire of the American people to maintain. the free,
competitive system of private enterprise. Strict safeguards must be erected
against any practices or participations which would endanger that freedom
and should carry with them the strongest kind of regulatory méasures and
means for their own enforcements Among such safeguards might be mentioned
the following: compulsory publicity, restrictions against suppression of
outside producers and distributors, non-discrimination in prices and business
practices, prohibition of boycotts of supply, and, the elimination of the
possibility of restricting the use of new and modern productive methods.,

It would be impossible, in most cases, to arbitrarily set up adamant rules
to be strictly applied to all cases, for, since all nations remain sovereign
in their capacity to either cooperate or desist from participation in
intcrnational agreements which might regulate cartels, our nation would
never quite know what to expect, when, or how to deal with the circumstance
under the existing regulations. There have bezn instances where such strict
enforcement has been impossible, even within our .own nation, where public
opinion and pressure is apt to be less diverse,

Gertain general principlcs, such as those listed above, should be
the underlying bases for our government's decisions, but in addition, each
proposed cartel practice should be examined individually from the point of
view of the national and international interest. Each practice condoned
should be subject to regulation and control. Every effort should be made
to set up an international agency as well, in which the United States would
participate, to control cartels from the point of view of international well-
being. - A partial recognition of the need for help to the American exporter
in meeting international competition has already been granted by our govern-
ment in the form of the Webb~Pomerene law, which permits the formation of
export associations within certain limitations, .

The various forms that cartel a'rangements take may be summarized as
follows: the association, the patent licensing agreement, the combine,
informal understandings, straight agreements, trademark agreements, joint
selling agencies, and arrangements with government fostering and participa-
tion such as was carried on, notably by Germany, before the War,

Outstanding examples of international cartels include the followings
those which cover semi-manufactured and manufactured goods, which have in
the past made up close to five sixths. of all the cartelsj those which
cover minerals, and which in the past have made up close to one-sixth of
all the cartels; and, those which ¢over agricultural products or services,
such as insurance, transportation and communications, which have made up
considerably less than one sixth, Some of the products in which inter-
national trade was considerably influenced by cartel arrangements are as
follows: paper and newsprint, chemicals, dyestuffs, steel, optical and
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uments, electrical machinery, natural 311k, pulp, rubber,

petroleum and products, fertilizers, iron scrap, pig iron, copper, tin, other’

nonferrous
world trade

metals, sugar, coffce, tea, and meat. The grand total of the
which was directly influenced by cartel arrangcments equalled

approximately 31.85% so far as was ascertainable from the evidence which °

was avallable through documents and published material,

The compiler of

the aforegoing material was our own Federal Depurtment of Justlce.

It is 1nteresting to note some of the causes which have variously
been advanced as reasons for the formation of cartels and to note that the
most rapid growth took plece during the 1920s and the 1930s, quite soon

after the termimation of World War I.

The reasons may well prove to be

guide posts as to possible future development, now that another Werld Wer

has been terminated.
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and meeting outside competition. American participation in

cartels came with the effort on the part of the American firms which sprang..

up during %
efficiency
free from g
American fi
during thesg
American in

Adde
part of Ame
times might

he war to replace German firms, to match their productive

with their rivals, and to assure themselves of markets relatively

erious competition, Another factor which stimulated the

rms was the lack of strict enforcement of the antistrust laws

e years and the government sponsored cartel~like organlzatlon of o
dustry under the NRA, co

d inducements which might cause a further participatlon on the
rican firms in cartel organizations which have arisen in reecent -

well bes the rapid growth of state trading menopolies; the -

growth of international cartel arrangements; the development of 1nter- '

national -
tin, nitrat
governmenta
wheat and ¢
of strategi
sources, in
expansion a
such as air
present inf
the expansi
over prices|

gained in i

thz probabl

governmsnt gponsored -~ commodity agreements affeeting rubber,
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¢ materials which involves increasing dependence on foreign

such.products for example, as copper, bauxite, zinc and oilj _
broad of American~owned transportation and communication services,‘
~transport, shipping, and telecommunications, Other strong-
luences may be the desire to use the excess capacity left by

on of war industrics; the centralized power of wartime éontrols
and production; the desire to maintain the iartime advantages .
nternational trade, with South America, for instance; to meet

8 increase in cartellzation on the part of other nations which

the future may'w1tness. ‘

The validity of the various arguments mentioned is an 1ndlcat10n of

the truth o

f two facts:  firsty that our government will have to assume a

definite and knowm policy toward cartels; and, second, that it will probabl& i
be necessary that the policy which is adopted be made adantable to any of
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the various circumstances which may result from the previously mentioned
influences.,

Whatever direction our govermment may také in its policy concerning
cartels will find its counterpart in some of the other countries, and it
is doubtful vhether even an international agreement will succeed in getting
very far in any effort it may make to break dovn the cartel arrangement
completely. Great Britain, for instance, with the strong influence of
Furope!s acquicscence in cartel arrangements in the past, and with her -
fear of stronger competition from the United States and Russia, will orobably
stay with the cartel arrangement as a means of safeguarding her competitive
position, Central and South America, on the other hand, would welcome an
anti-cartel policy on the part of our government, for it could mean to ,
them at least a partial breaking away from their status of colonial economy,
The cartel question is bound to play an important part in peace considerations

when they affect commercial policy, for the reduction of tariffs and the
removal of quotas cotuld become meaningless in the face of a private erection

of similar restrictions. On the other hand, cartel arrangements, set up
for the purpose of effectively organizing trade in any particular itenm,
where the world could be benefited by such organization, under an inter-
national commission supervision, might at other times become worthy of
consideration, '

Govermment Policy on Reparations and International Trade

It is inevitable that any discussion of governmental policy per-
taining to international trade must, under present clrcumstances, take
into account the probable effects of any agreements to which this govermment
may become a party concerning reparations payments on the part of the.de-
feated nations. Certainly one of the least successful of all of the agree-
ments which came out of Viorld War I were those which pertained to the
amount, the kind, and the conditions of reparations payments. It must be
the obligation of the informed citizen to demand that when once again, as
it shortly will, our government beccmes party to discussions concerning
reparations payments that the decisions arrived at prove both feasible .
and capable of stimulating and preserving international trade. The terms
imposed must be such as to foster world peace and prosperity for all nations,
including not only those who have suffered through direct acts of aggression
on the part of the enemies of the United Nations, but realistically, also
for those who remained neutral throughout the conflict and, yes, even the
enemies thenselves. . '

The occupied countries may and will with justice demand that the
aggressors restore to them all of the wealth, tangible and intangible,
which was taken fran them, ' Furthermore we undoubtedly have the right to
expect that the costs of var should also be borne by the defeated powers.
Even the preliminary estimates, incomplete as they are, indicate clearly
that such huge proportions as the figures will assume will be impossible
for any nation, enemy or not, to meet even under conditions of prosperity.
It is probably true, therefore, that tke question will resolve itself not
into one of justice but into one of economics and politics. The problem
is not one of the capacity of the debtor nation to pay but rather of the
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1t the payments would have on the receiving nations, third nations,
1d economy in general, Our government must have, and various of.
3 and utterances would secm to indicate that it has, to some extent

this nation will not as such be the réeinient of any large
of the reparations, the effects of the agreements which are-
have their strong repercussions onthe foreign trade of this
all other natlons.

g the various questions which will arise at the time of the
oncerning the reparations payments, the following will undoubtedly

Should the reparations constitute payment for all of the costs
should they be limited to the contribution which the agprassor
make toward the reconstruction of the stricken arease In the
that justice would demand that the aggressor pay for all of the

tical reasoning would seem to indicate that it would be impossible,

he strictest of controls and pressure, to make -the amount. of

olved recal. The nations of the world have witnessed once already
of demands made with righteous wrath but impossible of ful-

Not only would it be impossible for tha nation to econondcally

whom the reparation demands had been imposed, but quite probably

nt of the payments would in time find itself disposed to refuse
only available means of payment which would conflict with its

¢ production interests., Furthermore, the renunciation of the
part of the aggressor and the lack of capacity on the part of

nt to enforce the payments where none are available would lead

r breakdown in the faith of nations in 1nternat10nal agreements

ical capa01ty.

Should the reparations constitute monetary payment .or should
fined to goods and services? It should probably be the policy
roment to strive for agreement among nations that the payments
terms of goods and services, for only then could we be certain

s would be willing to speak in terms of reparations which they,
od of time, would be capable of acceptings. Unless goods are
kind and amount which would have to be imported anyway, or not
r imported at all, the receiver of the reparations might find his
ries affected by what would constitute competitive production,

of course, that, for a time, the creditor nation may desire and
cmentary production, but in the long run, it is unreasonable to

b the creditor nation will be willing to gear -its home economy

ilon to the fact that the debtor nation's goods are in competition

ar goods which could be produced at home. - Insistence on monetary
ould be feasible, probably, if the amounts were to be spent

paying nation for goods which it produces and which the creditor
bd and wante. Such expenditures would stimulate the economy of
nation and make it more capable of continued production. -In- -
n monetary payment, which would not be spent in the debtor nation,
puld soon cause it to default on -its payments for lack of means

s and might also lose for the creditor nation an export market in

country because of the decrese in the latter?s purchasing power,
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Under any circumstance, the nation making reparations payments will, to the
greatest extent, be lost as an export market for the creditor nations, for :
its continuing excess of exports over imports will not permit it to accumu~
late the necessary foreign exchange with which to purchase goods produced
by the creditor nations. It is the feeling of many that such a circumstance
would be disadvantageous in more that one respect, for not only would the
debtor nation be lost as an export market, but the very necessity for in-
creased self-sufficiency on its part might be contrary to the desires and
fears of a world which wants the aggressor punished and made impotent,
Despite this last mentioned possibility however, our government would do
well to accept as its policy the-insistence on payment in good and scrvices,
- 1f reparations are to be made, for then fulfillment would depend on the
creditorts willingness to reccive the goods offered, and what was perhaps
the greatest obstacle to reparations payments after World War I would
probably be removed this time, : ' - ' '

3. Should part of the reparations be made through the use of
aggressor nation labor? For a relatively short period such an arrangemsnt
- might prove feasible. In the long run, however, certain facts would become
apparent, The debtor nation would be in less position to make payment in
goods to thosc who desire them and would in effect be making its payments
only through the use of its capacity to work, rather than through the use
of that capacity plus its raw materials, which would have gone into -the
goodss It is possible, too, that with time, the creditor might find it
difficult to provide employment for all of its own nationals, let alone
those added as means of reparations payments, Converscly, the nations,
Supposedly being punished, might find their problem made easier by virtue

of the lesser numbcr seeking employment, Some of the aforegoing might be i

avoided by making use of the labor of the debtor nation within 1its own
borders by having them use their own facilities and administrative or-
ganizations and supplying them with the raw materizls and semi-manufactured
goods to be worked upon. ~

, 4s Over what period of time should reparations payments be made?
If the payments are to extend over = period of time, the creditor nations
would have great difficulty adjusting -the receipt of payments to their
varying economic conditions and experiences, R

IHE POSTWAR QUTLOOK FOR PACIFIC SLOPE INDUSTRIES

William M. Hoad, Research Department ' z
' Federal Reserve Bank of
San Francisco, California

Custom prescribes that a discussion of the outlook for almost
anything should start with a look back, rather than forward. A look back
is especially appropriate in appraising the postwar outlook for Pacific
slope industries, since in large part the growth trends of the past promise
to be carried forward into the future. '

Until the outbreak of the war, Pacific Coast industrial activity had
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always depended heavily on processing the natural resources of the area,
The canning, lumbering, paper, and petroleum industries were outstanding.
Probably aircraft factories, which located here originally because of -
climate, and shipyards, which were established in the natural harbors,
should also be included, With them, industries depending on local natural
resources, including cllmate and harbors, accounted in 1939 for 43 percent
of.all manufacturing employment in the 3 Pacific coast states, For the
country as a whole, natural resource-based industries accounted for only
14 percent of total manufacturing employment.

Other factories were located on the Pacific slope bacause of the
need to be near the populations they serve. These include the bakeries and»
beverage makers, and the newspaper printers and publishers, A little more
than 133 percent of the manufacturing employees in the Pacific Coast States
worked in such populatlonubased industries, compared with 11 percent for
the ent1re country.

" A large number of industries are not tied closely either to natural
resources or to local markets ~- tobacco manufacturing, textiles and
apparel, most chemicals, rubber and leather products, many of the metal
industries, machinery, and automobiles. In the three Pacific coast states
these free or footloose industries employed about 32 percent of all
manufacturing workers before the war, compared with double the proportion,
that 1s, 64, percent for the country as a whole.

There were, in addition, a few mixed industries —- meat and dairy
products, food products other than those already mentioned, stone clay and
glass products, and miscellaneous — which I was unable to classify, largely
because dats are not available by states in sufficient detaile  They ‘accounted
for about 112 percent of mamifecturing employment-both on the coast and in
the Un1ted States,

We have all encountered glow1ng reports of the 1ndustrializetlon of
the West that is alleged to have resulted from the war. .I assume that by
now we have discounted them pretty thoroughly. While the light metals .
industries and blast furnaces represent an element of gain, by far the great
bulk of wartime plant expansion took the form of new shipyards and aircraft
factories for which, apparently, there is relatively little peacetime use.

. The Pacific slope clearly has not been industrialized over night, -
nor is it likely to be. Rather the industrial growth that was already’
under way for many years before the war can be expgcted to continue,

- probably at an accelerated pace for a time, to make up for developments

that were retarded rather than hastened during the ware The long time

trend in manufacturing indicates an increase of about 15 percent between
1939 and 1947, spread evenly over the intervening ycarse. Actually it is
likely to be much more., To the extent that the war increased migration to
the Pacific slope, it can be credited with indirectly stimulating population-
based industries after the war and with directing producerst thoughts to
West coast markets, The same can be said of war-generated prosperity, of
which we enjoyed, or at least experienced, a somewhat dlsproportionatc

share, . .
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Mhnufacturers in the 3 Pacific coast states, expected in 1944 to employ
about 40 percent more porsons after reconversion than they employed in 193G.
They ~lse reported, on o survey madc by the Federal Reserve Bank in coopera-
tion with the Committee for Economic Development, that they intended to «
spend from 150 to 250 million dollars for plant cxpansion and improvement.

Industries based on the proc:ssing of extracted natural rescurces
anticipated a growth, as mcasured by employmsnt, of approximataly 20 percent
from 1939 to a good postwar ycar; population-based industrics expected a
30 percent, and free industries a 60 percent exponsion, Aireraft manu-
facturcrs, who originally located here because of the climate, anticipated
a 70 percent gein. These figurcs are significant chiefly in their relation~-
ships to each other rather than in their absolute magnitudes. Statistics
based on the intentions of a group of manufacturers in the middle of 1944,
near the peak of their war production activities, probably are not reliable
measures of present intentions. The relationship of 2 to 3 to 6 between
growth expectations of extractive resource-based, population-based, and
free industries, however, may well be indicative. ‘

Industrial growth in tiie country as a whole comes with increased
population, higher standards of living, technological discoveries and more
widespread application of known techigues, and, pverhaps, changing amounts
and relationships in foreign trade. Another way of saying this is that .
the production system combines different quantities of labor, capital, and
non-reproducible derivatives of land in different proportions.-- tending
over a period of time, to use larger proportions of capital, and newer
forms of capital goods. The same thing happens in a section of the country,
such as the Pacific slope,

There is little doubt that, over & period of years, the country as a
whole will experience industrial growth. - It also seews evident that the
Pacific slope will develop still more rapidly., At present this area is
somewhat less fully industrialized than many other parts of the United
States, but it has been gaining relatively in the past and all indications

-are that it will gain even more in the next few years,

Early industries were established on the Pacific slope -to process
raw materials extracted in the area. It pays to reduce mineral-bearing ore
before, rather than after, shipping, unless the reduction process is very
expensive for the quantities of ore available locally and can be performed
much more cheaply clsewhere, By the same token, fruits, vegetables, and
fish can be more resdily shipped after canning or praserving than when fresh;
lumber and paper ship betber than logs; and the higher priced, refined
petroleum products better than crude oil.. Although additional discoveries
may still be made, much of the oil and ore deposits and timber stands are
under fairly complete exploitation. The same is more or less true of the
fish catch, but is less applicable to agricultural production. With few
exceptions, further industriaslization in the extractive resource-based
industries probably depends more on a higher degree of processing in this
area than on increases in supplies of the extracted raw products originating
in the arca. As additional processing takes place, the industry becomes |,
less clearly a resource-based one, and approaches a fres industry. Some
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complementary or an0111ary services has 1mproved. Wartime industrial ex-
perlence has contributed to this improvement,

Another factor that impedes the migration of industry from other
areas to .this one is inertia, The mere circumstance that the automobile
industry got started around Detroit, and the textile industry in New England,
gives these areas an inside track. Some of it has, or at one time had, a
real foundation —— as familiarity with financing problems of the industry
in question; presence of a labor force with training and tradition in
the specialties associated with a particular product; sympathetic under-
standing on the part of state and local governments of problems arising
from industrial waste, smoke, odor, noise, traffic, *types of construction,
and so forth peculiar to.the operation. These same forces, incidentally,

. work both ways., They help hold the moving picture and airc craft industries

here, for example. On balance, however, they probably hamper western
industrialization. Perhaps it is 51gn1flcant that the Kaiser car is to be
built near Detroit,

Another factor making it dlfflcult to move an .industry ‘is non~11qu1d1ty
of capital goods. A plant will rarely close dovn entirely in one area
and move its equipment to another, Rather the new plants of an industry
will be located in the new area. Older firms will build branchés in the new
area, often equipping them to make only part of the parent company's line
of products, or to perform only part of the manufacturing processes. West
Coast examples of such branches, in the steel, electrical equipment and
appliance, automobile, and other industries come readily to minde. These
branches may grow more rapidly than the home plant until in time they
dominate the enterprise. An expanding industry can make a geographic shift
more easily than a decadent one, since the former must in any case expand
plant capacity somewhere, and if there are no further advantages of large
scale production to be realized at the home site, the expansion might as’
well take place elsewhere, :

A declining or stable industry can rebuild elsewhere without severe
capital loss only as its old plant and equipment wears out, If there is
little plant investment, or if it is a single process, this need not be too
serious a consideration, But if the process is highly complex, involving
different kinds of heavy equipment, it is unlikely that the entire plant
will need. replacement simultaneously, Even if one machine wears out, other
immovable equipment may be quite adequate and too costly to abandon. . So
the new machine is installed in the old location. If technological advance
gives the new machine, taking up no more room and perhaps costing less than

~the old, a greater output, even an expanding industry may find it difficult

to do 1ts expandlng in a new area. This may account in part for the fact
that, until the RFC financed them, there were no blast furnaces on the
Pacific Coast.,

In time, however, even declining industries can and do migrate. The
movement of cotton textile manufacturing from New England to the Carolinas
demonstrates this., It is unlikely that a very heavy industry, such as
steel mills, could have made a similar move as readily, if at all.
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The degree to which la»or is unionized sometimes weighs he~vily in
determining whether or not a plant will locate in one area rather than in
another. San Franciscans may be unusually sensitive -about this point. The
matter of open shop versus union town is not as simple and. straightforward
as protagonists and propogandists would have us believe, Many times the
decision apparently turns morg on personal likes and ~“slikes of individual
plant managers than on clear cut, industry-wide economic considerations,
Metal working plants thrive in San Francisco, and continue to come there
despite a strong and rough machinists! union in the Bay area and .the best
efforts of the Los Angeles Chamber of Commerce. Metal working also does
- well in southern Californie., But the healthy state of the industry around
San Francisco suggests that labor productivity is as important a determinant
of labor cost per unit of output as hourly wage rates and an allergy to
union organizers. On the other hand, the New England cotton textile in-
dustry shifted toward the south chiefly to enjoy cheap, doc1le labor .of low
product1v1ty. ‘

The war has somewhat changed the arguments revolv1ng around the
comparative advantages, from an employer's viewpoint, of tinion versus
non-union labor, If the organization of labor is accepted as an accomplished
fact, as it was even in Los Angeles during the war, lesS labor unrest may
be experienced in the long run in a tom w1th_a_more mature labor movement
than in one which still questions the constitutionaltiy of the Wagner Act.

In any‘case the problem ig country wide. Most industrial centers of the
Kast are unionized, 'and the closed shop reputation of many West Coast cities
need not affect the industrialization of the area in either direction,

T should like ‘to d1sgress brlefly at this point to attack two or

three fallacies that have had at least minor currency in recent years. One .-

is that trans~Pacific trade will result in an overnight 1ndustr1alizat10n
of the West Coast. In the long run -— in my opinion, the very long run —
manufacture for export may come to be of considerable importances While
the bulk of our trans-Pacific exports have been manufactured or semi-
marufactured goods, most of them were produced outside the Paclflc slope,
Transportation advantages of locating industries that produce goods for
export near Pacific Coast jports can very easily be over-emphasized, 'The N
difference between water rates from the Coast, and through rail-water ~
rates’ from middle western jor eastern manufacturlng centeors commonly is in-
sufficient in itself to overcome greater efficiency of production that
middle western and eastern plants may enjoy., ' If other factors determining
relative geographic efficiency are fairly evenly balanced, howevér, minor
advantages in transportation rates might tip the scale in favor of West °
Coast location of plants expecting to sell a substantlal part of thelr
products for trans-Pacific export.

' Great énthusiasm for an immediateé boom in perdte eXport trade
appears to be unwarranted, Before the war Japan was our best customer in
the Pacific. A devastated Japan is unlikely to be & better customer now.
than a martial Japan, preparing for conquest, was before the war. _Nor are
Chinal!s 450 million impoverished inhabitants likely to become able to buy
large quantities of our goods in the near future.
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As the Pacific Coast becomes more highly industrialized, a higher
proportion of our manufactured exports could be expected to originate here,
but this is not the same as saying that Asia's and Oceanaia’s great need for
the ordinary necessities and comforts of life, in other words, their
poverty, -will bring about a rapid industrialization of the West Coast.

The Wall Street myth is another old time favorite of the West.
Control of the money bags by a little group of fat capitalists in New York
banks does not impede industriql,,developments weat of the Hudson, or even
west of the Mississippi. This 'is not to say that many decisions affecting
West Coast branch plants are not made by eastern boards of directors. But
both credit .and security financing are as readily available to western
industrialiats through western banks and underwriters as to eastern in-
dustrialists of like size, standing, and prospects. I occasionally play
golf with a man who is a little older than I. Not long ago he had a
particularly bad day. He finally broke after a succession of poor sh¢ts
and remarked with a deep sigh, "I'm not the man I used to be", then, in a
sudden burst of delayed honesty he added; "and furthermore, I never was",
To some extent the same can be said of the Wall Street. mytch, )

Geographic specialization works both ways. It may be difficult for
a westerner to conceive of any other section of the country having ad-
vantages,: other than unnatural and artificial things such as inequitable
freight rates or monopolies, but it is so, To argue that the Pacific Coast
should produce all it consumes is as absurd as to maintain that Illinois,
Indiana, and Michigan should raise their own orangese We have had examples
of West Coast companies moving away from this area with products that had
been developed here., The Caterpillar Tractor Company, founded in California,
set up a branch in Peoria, I1linois, which now outproduces the original
home plant. . Against this example one can set many operating in the other
direction. Two of the leading calculating machines are made in California,
although the great market for such equipment is in the East. Nevertheless,
the manufacturers plan to ‘increase capacity in their iest Coast plants as
soon as materials become available, Jantzen swimming suits, Pendleton
shirts, and Hollywood sports clothing of various makes command world-wide
markets. . ‘ ;

On balance, the various factors that have been discussed point
toward an expansion of industry on the Pacific slope, both absolutely and
in comparison to the rest of the country. Many of our plants are branches
of eastern corporations, This, I think, will continue to be true., Indeed
a number of eastern concerns, attracted by the prospects of this area,
have entered it through the purchase of existing, locally owned and con-
trolled, plants, -

The rasource-based industries, while continuing to grow, will lose
in importance to the free industries,  They can and will expand, however,
through processing a greater proportion of native materials and through
carrying the processing through higher, more complex, operations. As they
do the latter, they will tend to acquire the characteristics of free in—.
dustries, Examples are plywood manufacture by the lumber industry and
the complicated products now made by West Coast oil refineries. The
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refineries, furthermore, already'have imported Texas oil as a war measure
and are likely some day to obtain much 1f not most of thelr crude by
importation from abroad, - . :

Populdtlon—babed industries likewise w1ll grow, faster than resource-
based industrics and probably faster than population. Some population-based
industries tend to bréaden their markets beyond the immediate locelity and
§o also approach free industries., Within the printing and publishing
group, periodicals (a free industry) have gained in importance compared with
newspapers. The Pacific Coart already is an important center for, prlntlng
periodicals, with further expansion in prospect.

The free 1ndustr1es are destined to grow fastest of all, If the
Federal Reserve - CED study has validity, their rats of postwar expansion
over prewar activity cen be expressed as 6, compared with 3 for the pop-
ulation-basesd industries and 2 for resource~based industries. Some such
ratios accord with what we know of general patterns of industrialization
of relatively 1mmature but rich areas.

Industries that are expanding nationally are llkely to make the
greatest gains on the Pacific slope, since the problem of changing the
geographic distribution' of total capital investment, either through the
entrance of new firms or through opening branches, is less. serious when,
plant expansion is under ways New industries, having little dependence
on complementary plants and services elsewhere, and no traditional tiscs ,
likewise.are good ‘prospects, Light industries, in which capital 1nvestment
in immovable installations is not heavy,; are more likely to re~locate here
than heavy :industries. And finally, industries in which all or most of
the efficiencies of size enn be reached with relatively small productive
units are more likely than the great mass production industries to come,
in the near future, to the Pac¢flc slope. o : :

- POPULATION TRENDS ON. THE PACIFIC SLOPE

Dr. Blair Stewart, Professor of. mconomlcs L ,
Reed College, Portland, : Oregon

I have not been told WhO de01ded on, the wordlng of the assignment
with which T am to deal, and therefore have no idea what he intended me.to |
use as a definition of the Pacific Slopes I have been careful not to inquire
about either of these matters, and have consequently‘felt frece tn,define
Pacific Slope as I saw fit, The definition I have taken is drawn from
political geography and not from physical geography, since the most. convenient
figures for population are given by, political subdivisions., The Pa01flc
"Slope, therefore, is taken to be -the states of Oregon, Washington and -
California - an area which-inclu’es considerable slopes away from the
Pacific as well as toward it - : -

The trend of population in all three of the Pacific States has been
consistently upward since scttlement first began, but there have beén great
variations in the rate of increasc. An exarination of the increases in

i
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population from one decennial census to the next shows large shifts from
decade to decade. There is no uniformitw, and experience up to any given
time provides little basis for estimates of the changes which follow., This
is due to the fact that migration to the Pacific Coast States has been

the principal cause of population change — the excess of births over

deaths has been of minor importance., At any time the migration of the
future is difficult to predict, bersuse variations in migration result from
a large number of complex factors, I do not intend to discuss th@se'iactora
in any detail, but I should like to suggest & rough interpretation of the

me jor changes in the migration pattern. '

All three states had increased rates of migration in the seventies

and cighties, but Washington showed the greatest spurt in migration in

the eighties. This was the decade in which the transcontinental railroads
first reached the Pacific Northwest. Migration to all three of the states
was less in the nineties than in the eighties. This may be ascribed .
largely to the depression of the nineties. The boom between 1900 &nd 1910
in the two northern states muy be attributed largely to the migration of
the lumber industry from the Lake States., No such simple shift explains
the boom in California, but it appears that this decade s aw the beginning
of the cycle whieh has been characterized by the slogan, #California, here
I comel" For Oregon and Vashington the decade of worid War I saw a reduction
in the flow of population, 1In the twenties the stream swelled slightly in
the north, and remarkably in California. It is significent to note that in
all three states migration declined in the thirties, This may be explained
primarily in terms of an hypothesis which has been implicit in much of what
has been said above — that mlgratlon 1s stimulgtca bv prosperity and re-
tarded by dpr6551on.

For the ccuntry as a whole the mlgration which took place during
World viar IT was the greatest whith has ever occurred ih so short a space
of tims. During the 3% years for which the data are available (April 1940
to November 1943) 30 states lost 3,400,000 civilians through migration to
other states. This may be compared with the 1,400,000 who moved from 28
states to other parts of the country in the five years,. 193540 The
outstanding migration phenomenon of the wer was the net migration in this
brief period of 1,400,000 persons to California. The regions receiving
migrants were the Pacific Coast states plus Utah, Nevada and Arizonaj; the
East North Central States with the exception of Wisconsinj; and a group of
Atlantic Coast states which includes Florida, Virginia, District of Columbia,
Maryland, Delaware, New Jersey, Cénnecticut, Rhode Island and Massachusetts,

' An examination of the migratlon pattern durlng the war reveals ‘where
the pressures for emigration were ‘greatest, and which areas were relatively
the most attractive. Vhere in 3% years one person left for each 5.4 persons
who remained, as in North Dakota; or one for each 6,1, as in South Dakota;
or one for each 6.5, as in Oklahoma' the pressures to leave must be very
strong. And where one person out of every four has arrived in the last
3% years, as in the District of Columbia; or one in 4.9, as in Nevada; or
one in 5.7, as in Californiajy the tendency toward expansion iswry great. .

The migration pattern of the war period was for the most part an
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accentuation of prewar tendencies. Those states which engoyed net 1n—m1gra-
tion both during the war and in the five prewar: years,. 1935-40, all ‘gained
a'higher percentage in the shorter war perlod than in the five-year prewar
period. With the exception of Kansas, this accentuation of prewar trends
also applled to those states from which people vere moving.,

What were the causes of th.Ls great 1n£1ux of people into the Pacific
States during the war? For the most part it was the attraction of certain
employment at high wages. It was a strlklng ‘demongtration of the mobility
. of Mmerican labor under adequate incentives in prospertus times. People
move in such large numbers only in response to positive economic incentives -
that is, definitely good prospects elsewhere, not merely poor prospects
where they are. Such positive incentives weve present during the war, and
explain the recent growth of population. 1If we are to estimate -possible
postwar developments we must consider what the incentives to migration will
be.

I am going to take a leaf out of Drew Pearson's book and make a
few predictions of things to come. I predict that there will be mass un~
employment in the Facific States in the near future, and a sharp decline
in the incentive to migrate from other states. Some backflow has already
occurred, enough to result in some net loss in population in Oregon and
Washlngton. I do not expect this backflow to last for very long, gnd I
expect it to be largely compensated by movement of veterans into the area
to join other members of their families, or because, uprooted by the .
war, they are attracted to this area. In the longer pull population on
the Pacific Coast is going to depend on economic opportunities here, and I
believe that these opportunities for new mn.grants are going to be quite
restricted ior some time to come. . :

'I‘he wartime populatlon grovth was the result of the opportunities
made available here in industry. Mapufacturing employmenht ‘in Tashington
- increased from 117,000 in 1939 to 257,000 in the first half of 1943, or-
- an increase of 120 percent, | Tn Oregon the increase vas from 83,000 +o
147,000, or 77 percent, and in Callforma manufacturing employment expanded
from- 381,000 in 1939 to 1,037,000 in the first half of 1943, an increase
of 172 percent., This increase in manufacturing, however, was almost
entirely confined to the production of specidl war matérials, particularly
ships and a1rcreft for which drastic decllnes 1n demand have already
occurred. , A :

During the war over $1,300,000,000. was spent for manufacturing' 'plants
and other facilities in the Pacific Slope states. It might seem that with
all this new plant available the prospects for continued manufacturing at a
high level would be bright. But these manufazcturing facilities were pre~ - -
domnant"'.y of three types; airecraft factories, shipyards and nonferrous
metals plants, primarily aluminum and magnesium.. Ninety-~three percent of
the new facilities authorized in Washington through October 1943 was made
up of plants falling into these three categorles. Tn Oregon the percentage
was 88 percent, and in California 69 percent. Convertibility to peacetime
use is almost nil for the shipyards, very low for much of the aircraft
facilities, and uncertain or low for many of the aluminum plants. For
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these reasons serious unemployment problems in theses states may be expected
Ain the very near future, and there is little prospect of a continuation of
the wartime influx of population, -

My impression is that for the longer pull prospects sre brighter for
California than they are for Oregon and Washington, Wartime production
was womewhat more diversified, and the war plants not so completely"
specizlized. More important than these considerations, however, is the
fact that the northern states are still dominated by a rawematerials economy,
while population has grown in California to the point where many industries
which are market-oriented are locating there, and considerable expansion
of such industries may be confidently expected. Total population in the
northern states is still too small to provide much basis for expansion in
consumption goods industries, ‘ ‘

The chief resource immediately available for greater exploitation
in Oregon and Washington is hydro-electric power., But power-oriented
industries ordinarily employ relatively small numbers of workers, and
tremendous expansion along these lines is necessary if the present population
is to be employed. ‘ '

The population problem is primarily a problem of what the indﬁstrial
future of the area is going to be, The Pacific States are an area with a.
low rete of natural population increase. Thay can grow appreciably only
by migration if the prewar tendencies with respect to natural increase re=
assert themselves. There has been a sharp increase in the birthrate since
the beginning of the war, and consequently a considerable increase in the
excess of births over deaths, This is a curious social phenomenon, and one
which is not easily explained., The most likely guess for the future is
that the crude birth rate will recede toward its eld levele. It will probably
remain above prewar figures for some time, however, because of the increased
proportion of the population consisting of younger persons, This shift
was brought about by the migration during the war, and may be continued
for some time 1f the expected migration of veterans to this area develops.

. Basically the population problem of this area is not one of births
and dcaths, but one of industrial opportunity. Even if population growth
were to come largely as a result of natural increase it would be necessary
to find the economic suprort for the increased population or accept a lower
standard of living. The cutbacks in industrial production in the Pacific
States as a result of the termination of hostilitics leave these states
with an economic base inadequate to support the present population, Great
development of new. industries is necessary if we aré not to have serious
upemployment, and the declining scales of living which are characteristic of
areas which have populations inexcess of the numbers which their economies
can support at the old standards of living, ‘ '
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COMPETITION FOR THE CONSUMER DOLLAR

Lowell E. Mainland, Head, Research and lMedia
- Jo Walter Thompson Company
' San Francisco, Califorria

Paper Presented By Joseph E. Gerber

During the past few years the primary comptetition involving the
consumer's dollar has been the competition to spend that dollare The swing
back to actual competition for the dollar which will come shortly -~ it
actually has arrived to a degree — was illustrated sharply for me less than
three weeks ago in a simple, casual yet I think significant, conversatione..
with a cab driver in New York City.

The general strike that day in a near-by city started the conversation.
The driver was concarned with the thought of general disorder that would
follow if national strike threats materialized, yet his sympathies were
with the strikers because he felt keenly himself the need for, as he said,
"the cxtra couple of dollars," Certain foods — oranges, eggs, butter -
were high and hard to get, yet he said he had to have them, c¢specially the
oranges because he had a small child in the house., And got then even though
he had to do without other wanted articles, including other foods. '

That expresses just what!s going to happen - is happening - en a mass,
national scale. Certain basic needs or influences caused the cab driver
and will cause others to buy certain items to the exclusion of others! He
thinks the extra money will help him avoid deciding between products. It
may broaden the list of possible items - it will not alter in the least
the ever-increasing need for deciding which will be bought of many desired
products or services,

Before discussing further the question of the dollar competition and
various factors involved, let!s take a quick look, as background, at some
basic economic factors that have a definite bearing or influence on the
subject. Tabulations that will be shown have been developed by Arno Johnson,
Director,Media and Research, J. Walter Thompson Company, New York., While
possibly not new to many of you, the material has such significance and
worth at this time as to wmrrant presenting it briefly.

Here is a chart that shows our war productivity (1945 estimates)
compared with the two best prowar yerrs, 1929 and 1940, Total production
doubled, with a war production of nearly 100 billion added to an all-time
civilian consumption high of 97 billion. This was done with 52 million
employed as compared with 46 million in 1929 and 1940 and probably 57 million
seeking postwar employment, A total production of 200 billion of goods
and services,

Apart from the share of production taken by government and for
private capital formation, there would need to be a consumer demand for
145 billion of goods and services. Otherwise there would not be absorption
of the entire production. On this basis, prewar civilian consumption would
have to be doubled,
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These figures are presented here Jjust for one purpose « to show
that therc is a real opportunity for expansion of our domesti¢ market.
The importance of this in our broad consideration of selling and distribu-~
tion’'Ald the strife for the consumer's dollar is apparent, "



Chart 1

POST-WAR MARKET OPPORTUNITY PROVIDING FULL
EMPLOYMENT-DISTRIBUTION OF TOTAL OUTPUT OF
GOODS AND SERVICES

POST-WAR
WAR PEAK OPPORTUNITY

$205.0 4$200.0 TOTAL NATIONAL PRODUCT
) . (BILLIONS)

GOVERNMENT

/WP NAl PRIVATE CAPITAL OUTLAY

GOVERNMENT (1945
INCLUDES $90
BILLION WAR)

PRE-WAR
TOTAL NATIONAL PRODUCT $99.4

(enions)  $97.0
(e GOVERN ME NT

and iocal,including :

SALES TO CONSUMER

s expenditre) (Goods and Services)

PRIVATE CAPlT L T Y
resndenﬂg sssssssssssssssssssss

MUST DOUBLE
PRE-WAR

SALES TO CONSUMERS 708
(Goods and Services)

1929 1940 1945 e

SALES TO CONSUMERS

Non-durable and semi-durable goods $36.4 4344 $60.0 $75.0
Durable goods 99 1.4 6.0 23.0
Services (housing, transportation, ~ 24.5 239 310 47.0
vtilities, efc.)
Total  $70.8 $65.7 $97.0 $145.0
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Here is illustrated the way in which production creates the
purchasing power to absorb the goods and services produced,

The $200 billion national product visualized under postwar
opportunity could provide a $168 billion national income with total
payments of $165 billion in income to individuals,

It is apparent then, that it is entirely possible for consumers
in the United States to have sufficient income through production of
57,000,000 persons efficiently employed to increase purchases to §145
billion anmually - amount required for support of a $200 billion economy.
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Chart 2

HOW PRODUCTION AT FULL EMPLOYMENT CAN PROVIDE
THE INCOME FOR INCREASED POST-WAR LIVING STANDARDS

DISTRIBUTION OF GROSS RECEIPTS FROM PRODUCTION

POST-WAR
WAR PEAK OPPORTUNITY

$205.0 $200.0 TovAL NATIONAL PRODUCT

(BILLIONS)

pI0]0] susiness Taxes

BUSINESS RESERVES
JIll | UNDISTRIBUTED CORP. PROFITS
1630 0

INCOME TO INDIVIDUALS FROM PRODUCTION
INTEREST, DIVIDENDS, NET RENTS, ROYALTIES

FARMERS

PRE-WAR

PROFESSIONAL & SELF-EMPLOYED

TOTAL NATIONAL PRODUCT  $99.4
(BILLIONS)

$97.0

BUSINESS TAXES

BUSINESS RESERVES
UNDISTRIBUTED CORR PROFITS
INCOME TO INDIVIDUALS FROM PRODUCTION

P Tl
INTEREST, DIVIDENDS, NET RENTS, ROYALTIES ) COMPENSATION OF
FARMERS 52 — — . EMPLOYEES

PROFESSIONALE SELF-EMPLOYED g

COMPENSATION OF

EMPLOYEES
1929 1940 1945
(EST. LEVEL

TOTAL NATIONAL INCOME . 833 7.8 160.0 168.0
Paid to individuals from production 82.1 76.0 157.0 163.0
Undistributed corporate profits [y 1.8 30 5.0
TOTAL INCOME PAYMENTS TO INDIVIDUALS ~ 82.6 765 1570 165.0
Paid to individuals from production  82.1 76.0 157.0 163.0
Net relief, social security, efc. 05 05 0.0 2.0
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Now one last table on this subject. Here we can see that §165
billion income opportunity to consumers in this postwar period would allow
adequately for taxes and savings while permitting the doubling of consumer

purchases.

9%



| Chart3'

~ POST-WAR OPPORTUNITY
FOR INCREASED LIVING STANDARDS

Based on National Income o POST-WAR

Payments To Individuals WAR PEAK.  OPPORTUNITY
© Under Optimum Employment .  5165.0 euwons

( BILLIONS OF DOLLARS )

$157.0

SAVINGS
PERSONAL TAXES
PRE-WAR
Coavmears. $82.6 Consantn

$76.5

EXPENDITURE
FOR GOODS AND
SERVICES

SAVINGS
PERSONAL TAXES

CONSUMER
EXPENDITURES
FOR GOODS AND
SERVICES

1929 1940 1945 rosT-wiR

(eST) POSSIBLE

LEVEL
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As you will note and as is well understood, there has bcen a huge
accumulation of savings. There has been a tendency to link this savings
back-log to the pent-up demand for consumer durable goods as an indication -
of a heavy buying session early in our present reconversion period. Actually
much of these savings are not in liquid spendable form, In addition it is
probable that savings will be held as a back-log against emergencies with
present unemployment conditions tending to intensify this holding desire
as well as causing some dissipation of holdingss

Real value of these accumulated savings seems to be that their
possession will give the confidence necessary to permit from current
earnings the free buying needed in an expanded economy,

We have now seen evidence to indicate that the United States can
produce and consume enough in peacetime to employ all the people who
apparcntly will want to work with an increasecd average atandard of living.
Please bear in mind that these charts werc not prepared or presented as
predictions of what is going to happen during the next year or sos They
have been purposely detached from their context, without attempt here to

- develop the reasoning which is actually behind them, so as to show that

we have the makings of a highly coroetitive drive to scll consumers morc
goods than they have ever before bought and used,

Now, can our people actually double consumption without raising
general standards of living. beyond rcasonable levels?

A glance at this table which compares the average standard of
living of families with 525 and {50 a week income, sihows that this end is
attainable on a very recasonable basis, The $25 a week family was typical . '
of prewar prosperity while at present production levels the 50 a week
family becomes typical.

Increased demand for goods and services of all types is possible

for all families under the $5,000 a year if increased income comes to
these families,
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CHART 4

EXPANSION OF MARKZET
~FOR CONSUMBER GOODS AND SERVICES

" Doubling of national consumption of consumer goods and services is entirely
possible in a post-war high level economy of a $200 billion national product.
Consumption can be increased if purchasing power is maintained through full
employment at present levels of productivity.

‘Hdw consumption inecreased with family'income; 194l .

Per cent
: Increase in
$25,_per week $50. per week-  Consumption
Annual Family Income $1,000 - $1,500 $2,000 ~ $3,000
group (51 were below (35% were above
$1,500 in 1941) $2,000 in 1941)
Total family
expenditures for
goods and services $1,155 ' $2,214 - 92%
Food 399 695 74
Housing, fuel, 1light
and refrigeration 217 391 80
Household operation 47 : - 97 106
Furnishings and ; :
equipment 63 : 139 121
Clothing 132 270 105
Auto transportation 101 237 135
Other transportation 19 41 116
Personal care 24 47 96
Medical care 62 . 105 69
Tobacco 27 47 74
Recreation 33 84 155
Reading 11 22 100
Formal education 6 16 167
Miscellaneous family '

expenses 1 23 64

Source~U, S. Bureau of Labor Statistics,
August, 1942
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Let'!'s not think, however, that increased demand will naturally
accompany more income. Standards of living at different income levels
have evolved over long veriods.. Cultural interests and attainments are
different in the different income groups.

Increasing demand to match increased productivity and thus raise
/income means changing ways of living through education and promotion,
‘This thien is the major task now-and for the next several years of market~
ing advertising. ‘

~We trobably will not attein for some time to come the high levels
of peacetime productivity and income portrayed here, Nevertheless, it seems
certain that production of gocds and services of all types will be much
higher than in prewar years. This table, from the Committee for Fconomic
Developments report, "American Industry Looks Ahead," shows that all
branches of 1ndustry expect a market much in excess of nrewar market. From
this setup, then, we have the makings of a greater competitive race to sell
the consumer than ever in history.
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CHART 5 —- TABLE 1

EQW INDUSTIRY ESTIMATES MARKETS IN 1947 IN THE
20 CHIEF MANUFACTURING CROUPS

VALUE OF
MANUFACTURES

At the 1939 Price Tevel
(¥illions of Dollars’

%

INCREASE
~ EST. 1947

OVER

1939

 33.6%
6944
27.2
4 o4,
2747

W uiw
~J O~ O
L »
W VW

35.7%

2549%

4747
43.2

37.3
44,2
5642
5245

75.8

L The3

5043%
£4,042%

4146%

ESTIMATED .
INDUSTRY 1939 . 1947
| NON-DURABLE GOODS ; '
1. Food and kindred products -~ $10,618,0  $14,185.6
2. Tobacco products _ 1,322,2 2424040
3. Textile and fiber products 3,930.7 4,,99749
4, Apparel and other fabric products 3,325,0 4,13643
7. Paper and allied products 2,019,6 2,579.3
8. Printing, publishing and allied ,
industries N o 2,578.5 3,359.8
9« Chemicals and allied products 3,733.7 5,907.3
10. Petroleum and coal products 2,954.0 = 4,023.5
11. Rubber products ' 902,3 1,329,2
12, Leather and leather products 1,389,5 1,699.3
TOTAL NON-DURABLE $32,773.3  $44,45848
DURABLE: GOODS *
5., Lumber and timber basic® ' _ _
products ' $ 1,122,1 ¢ 1,412.8
6, Turniture and finished lumber . v
products ' 1,267,7 1,87245
13, Stone, clay and glass products 1,440.2 2,062.6
14, Iron and steel and their : :
products {except machinery) - 6,591,5 9,052.4
15. Nonferrous metals and their v
products 2,572,9 3,710.1
16, Electrical machinery 1,727.4 2,698,3
17, Machinery (except electrical) 352542 4,96141
18, Automobiles and automobile o ‘
equipment C 4,047.9 7,117.6
19. Transportation equipment, : C
(except automobiles) -~ 882.9 1,539.1
TOTAL DURABLE §22,906.7  $34,420645
20. MISCELLANECUS INDUSTRIES © ¢ 1,163,0 0 §1,63043
- (RAND TOTAL (all manufactur- ~ - E ‘
ing industry) $56,843.0 $80451540
) 1., These are the numbers by which these 20.manufacturing groups were

designated in the 1939 U, S, Census:of Manufaciures. -
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Now let's look at some factors that enter into consumer purchase
decisions.

Durable consumer goods and consumer soft goods both compete for the
consumer's dollar yet there are distinct differences in consumer attitudes
and purchases of these two broad types of goods. Our primary concern here
is with non-durable products = foods and similar items of frequent purchase.
But let us first examine briefly the durable goods question,

Purchase of durable consumer goods represcnts a capital investment
that, with most families, is not quickly made and not on impulse, High
cost, at least relatively, results in comparison between brands or makes
on a careful basis. Family discussions prior to purchase are the rule,
which makes necessary a knowledge of who is interested and why. Market
survey, work is indicated.

Purchases are generally on a family unit basis which makes the
current family trend of particular interest, (Families are increasing in
number. at about twice.the rate population is increasing)e The fact that
the size of families is getting smaller needsconsideration as regards the

apac1tj and type of many durable items.

CompetLtlon for the consumer dollar comes not alone from the various
brands. of one product.but-also from other product lines, A family may
need a washing machine and a refrigerator, yet the average family may not
be in a position to buy both within a short span of time, Thus, the washing
machine competes with the refrigerator for sale. Producers need to give
plans in other lines at least a passing thoughtwhen setting up their own,

'Consumers'will'go,vof course, much farther to purchase an item such

~as a stove than they will a swall convenience item, Neverthelens, the

manufacturer with sales outlets distributed geographically to roughly
parallel population concentrations finds himself in an advantageous
competitive 51tuat10n. Costs of selling, also, tend to remain at minimums
on thls basis., ‘

" Decision to buy a capital goods item may be affected by seemingly
unrelated factors. A decision to travel or spend a vacation someplace may
remove a family from the market for an item simply through the new allocation
of funds. Or an interest in some form of recreation may induce a capital—
goods purchase that otherwise would not be thoughtof, Present interest
in travel and recreation is at record levels.

Advertising and promotion enters largely into durable goods purchases.
Copy both develops desires for brahds or makes of a specific product and
also for the type of product 1tself. Studies have shown that some copy
has catised many purchases, N

Now let's examine some of the reasons people do or do not buy con-
venience items., The small initial cost of such products makes them susceptible
to rather sudden shifts and influences not generally operative oh higher—
cost, infrequent purchase goods, One or more of the following influences
are operative in practically all purchases of ¢onvenience goods,
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Health Considerations: Over a period of years wetve seen, through
publie and manufacturer education, certain types of diets = and foods -
come to the fore, because of health qualities. We've also 8een certain
brands of a product because of known, or inferred, health superiorities
take over at least a portion of a market formerly held by an established
product.

Racial habits cause products to sell well in some areas, poorly in
others. This has required careful consideration in market plans owver the _
years but it is probable that this factor will be of diminishing importance
from now on, as the percentage of native~born whites is deflnltely increa31ng.

Family pressures of one type or another motlvate many purchases. It
- may be the simple request of a child for some item that takes his fancy.
Or, it may be the underlying desire of a parent to get something this is
good for, or will be liked, by a child or some other member of the family.
It 1s impossible to discount either of these pressures,

A desire to follow a custom or practice of another cultural level
has proved to be a factor in the purchase of many items, particularly of
a semi~luxury naturei I have reference particularly to use of a product’
that requires addition of a practice foreign to the cultural group rep-
resented by the buyer.

Geographical differences and habits are another factor in consumer
purchases. A certain type of product may go well in, say, the South yet
because the people in the North are in the habit of using a different type -
of product, its sales will be disappointing. Difference in habits between
regions should be canvassed carefully., : '

Competition from local products frequently causes spotty sales results
for national or regional products., Unless this local competition is known
and allowed for, sales may be considered unaccountably low.

Extent and type of distribution frequently results in the purchase of
one brand of a product rather than another. It is found often that a
brand seems to have good general distribution yet is missing many sales
because the product has much of its distribution through a type of outlet
in which the product is not most generally sought by consumers (butter in
a meat market, for example), A product sold generally, yet without dis-
tribution at'least as wide as competition, is at a disadvantage, ‘

Special deals, premiums, are important factors in inducing trial of
a product or brand. An important point to analyze is the extent to which
new users are secured and held in this way,

Advertising is a definite influence in purchase of 1tems on a trial
or sampling basis,

Store displays both clinch a sale for a brand originally wanted and’
swing sales away from that brand, depending of course as to whether the
particular brand or another is on display. Perhaps no other single factor
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has more influence in consumer purchases,.particularly.of food items.

Product, sampling, although relati%aly expensive has proved a majof‘
influence in securing later sales. :

Any discussion of the reasons that underlie consumer buying should
at least very briefly consider research.

‘Market research of various types has proved itself an essential of
marketing and advertising, Through use, it is possible to detcrmine many
of the reasons why a product is.or is not bought., Useful for all types

of merchandise, it is extremely valuable for products that are bought

rather frequently and for which patterns of consumer. buying are subject
to change due to outside pressures, No marketing promotional program is
complete without an adequate, periodic consumer research program,

Both straight trade and consumer investigations have a definite use
and place in the business of finding out why merchandise does n1" does not
sells Certain inadequacies in these, for all purposes, have becen felt and
an additional way to establish consumer actions has been developed: This
is the Consumer Panel, one of which has been operated for several years
by Js Vialter Thompson for its clients,

The Panel provides a continuing rscord of purchases of products in
different commodity classes by a cross-scction of families, so that a
continuous case history of the family?s’ purcha51ng of these products is
developeds Reasons why purchases are made. are recorded, which permits
various analyses and deductionss The Panel helps provide continuing in-
formation about the actual buyers of a manufacturer's product so that plans
can be formulated and carried out.

Being able to scc a cross-section of his market and how it reacts not
only to his own efforts but those of his competitors, and also to all
manner of outside stimuli, puts a producer well along the road toward
securing a falr share of the consumer's dollar. -

ADJUSTING AGRICULTURE TO PTACETIME CQNDIFIONS

Dr. Sherman E. Johnson, Head .:
Division of Farm Management and Costs
Bureau of Agricultural Economics
Washington, D. C.

Paper Presented Bybﬂenry'v Stlppler
Bureau of Agricultural Economics
Portland, Oregon

This discussion of adjustments needed to fit peacetime conditions
is concerned largely with the situation beyond the immediate conversion
period, But the production and market situation that develops in the
transition years will to some extent influence the changes that will be
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necded under more normal peacetime conditions. After five years of all-out
production for war needs, farmers are looklng forward to 1946 as at least
the first step in our return to peacctime conditions. Yet, to some extent,
production in 1946, and perhaps also in 1947, will still need to be geared
to war and relief needs for food in addition to high civilian market
demands.

A large volume of food and other agricultural products will be needed
for relief and rehabilitation in the next two years. Arrangements for meeting
these needs more adequately will be facilitated by recent appropriations
to UNRKA, and by other action on the international front, Such action will
help to relieve human suffering, promote stability and, at the same tinme,
help to develop markets for our products in later years,  From a very selfish
standpoint it appears that since we have suffered nearly-a million casualiies
and spent nearly 300 billion dollars to fight the war it is good business
to spend some additional money to help the devastated countrics get back
to a self-supporting basis as quickly as possible, As far as agriculture
is concerned, such exports will be the best possible assurance of markets
for high level production in the transition years., Thus, these rehabilita-
tion needs and high civilian demands should result in a high~level consump-
tion to match production in the immediate future. This will furnish a
favorable setting for the peacetime years that lie ahead,

Peacetime Production Levels

Perhaps the best place to begin discussion of agriculture in the
post-conversion period is to consider the level of production that is
likely to prevails The war period brought a sharp upward swing in farm
production. In 1944 and again in 1945 gross production averaged almost
one-fourth more than in the prewar years 1935-39¢ If we leave our farm-
produced power and count only the production available for human use, the
1944m45 output is nearly 30 percent higher than prewar, Some of this
increase can be attributed to more favorable weather than in 1935-39. But
even under average weather conditions, the 1944-45 level of farm output
for human use would run at least 20 percent above the years 1935=39. This
is an unprecedented increcase in such a short time. - We, therefore, need to
consider carefully how it was brought about, Considering the forces other
than weather, the more important factors in this increase are:

1. Shifts from animal to tractor power.

R. Increased use of fertilizer and lime,

3« Improved crop varieties.

4+ Increased use of cover crops and other conservation practlces.
5. Pest and disease control

6. Better feeding of livestock,

7. Shifting to more intertilled and more productive crops,

8. A small increase in the area of land ussd for cropse

It was the combination of thesc¢ forces rather than any one of them
alone that caused the wartime production revolution. But the foundation
for that revolution was laid in the years between the two world wars., Farm
output would have increased in the interwar period if the effects of

103



technological advances had not besn dammed up by the drought and depression
of the 1930's. The return of favorable weather conditions, high prices

~and incomes, and the patrlotlc ur<e for increased production, broke the dam

and our ressrve of production capacity was released, The effcct on farm
output was comparable to a flood that is caused by a break in a, large
reservoir,

The maJor question concernlng peacetJme production levels iss M"Will
the volume of production rccede after the wartime flood, or will it tend
to remain at flood stage?" Many people argue that the level of farm
production will recede considerably after the war emergency has passed.
They say that a large part of the wartime increase was due to favorable
weather, and thet most of the remainder was caused by. increasing the area
used for crops and by shifting to more intertilled and more productlve

.cropse Production increases caused by these forces will recede in the

same way that flood waters recede when the water previously accumulated in
the broken reservoir has gone down stream. One can readily concede that
these forces tend toward reduced production in peacetime years, However,
favorable weather accounts for no more than one-fourth of the wartime
expansion; and more land in erops and more 1ntertilled ¢rops explain only
a ninor part in the incroase in production.

When we consider the other forces that are back of the wartime in-
crease in production our flood analogy breaks down., Their effect on
production is irreversibles It is more comparable to the diversion of
another Jarge stream into the main channel than to the effect of a break
in the reservoir. Once these improved practices have been adopted, farmers
are not likely to discontinue their use.

In the years since 1520, over 50 million acres of cropland and
many million acres of pasture land hove been released from production of
feed for horses and mules and made available for production for the market.
The land released from the growing of feed for work animals in. this perlod
would be sufficient to feed over 16 mllllon head of cattle,

" In the next two years,. farmers are: likely to buy new tractors and
complementary equipment in greater quantlty than ever before, This means
a further release of land from production of horse and mule feed to the
production for market., .

Use of commercial fertilizer increased tremendously in the 1920!s,
It dropped back in the depression of the early 1930's, but increased again

~to new high levels in 1937, 1n 1944, the use of plant nutrients in the

form of commerical fertilizcrs was 85 percent higher then in the prewar
years 1935-39; and in 1945 it was about 94 percent higher, During the war,
fertlllzcr has been used on crops and in areas where its use was previously
unknown. “As a result of their expericnce, farmers are likely toextcnd its
use if economic conditions are at all favorable,

Hybrld sead increased corn yaclds about 20 percent over openpolllnated

corn and added 400 million bushels to the 1944 corn crop. Many other im-
provements in crop varicties are now in the introduction staga, for
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example, Lincoln soybeans, and some new.varieties of oats. One should
expect continued progress in plant breedlna and introduction of hlgher
yielding varizties,

Promising methods of pest snd disease control have been developed
during the war, and these will have an effective impact on postwar pro-
duction, DDT and 1080 are only partially tried. Also, wartime scarcities
of insecticides and equipment 2re no longer a handicap.

The improved practices that have been adopted for the feeding and
care of livestock arc also likely to continuc if conditions arc at all
favorable. Livestock production will also be stlmulated 1n many areas by
the return of skilled 1abor from the armed forces, '

It seems evident thdt the forces which tand to push agrlculturo in
the direction of increased output for the market will outweigh those that
tend in the direction of decreased output. The exception to this statement
is the possibility of extremely unfavorable weather, ~If we should experi-
ence a drought such &s in 1934 or 1936, farm productlon mlght drop as much -
as 20 percent in any one Vcar, but it would rise agaln'WIth thc rbturn of '
fqvoreble Weather.

“Production in Relation to Market Outlets'

Thus it appears inevitable that agricultural production will rbmaln
high in the peacetime years that lie ahead —— at least at wartiue levéls.
A rough balancing of potential production with prospective market outlets
indicates that production may out-~run ‘available markets for many commodities
even under favorable economic conditions. New markets will need to be
duveloped. And shifts to more rbadlly markotpble commoditles will be -
necessary. .Under conditions of economic prosperity new market outlets can
be found, and production shifts will be manag rdable, But, if unemployment
and dbpre551on conditions are experienced, chronic surpluses will develop
in se¢veral lines and agriculturc will be traveling the road of cconomic
adversity. .

Agriculture has a tremendous stake in th° acn1=vement and main-
tenance of economic prosperity in this country and abroad. Farmers need
export outlets for many agricultural products if high-level production is
to find a pecacetime market at satisfactory prices, They also have a vital
interest in the malntendncg of domestic. consumer purcha51ng power at high
levels,

Evidence of -the effect of high consumer purchasing power on markets
for farm products | 1s found in the wartime level of civilian per capita
food consumption, Despite rationing and other wartime restrictions, civilians
consumed 11 percent more food per capita in 1944 than in the prewar years
193539, Prellmlnary figures indicate that consumption in 1945 was 9
percent above prewar levels, It would have been higher if more of the
highmvalue and high—-quality foods had been availables This record of war-
time food consumption is very encouraging for the futures, It indicates that
consumers stand ready to buy more high-value, high—quality food when they
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have the purchasing power. In World War I civilian per capita food consump-
tion did not rise above the levels of the prewar years. Perhaps part of
the reason for this difference in the level of food consumption in the two
war periods can be found in the stabilization of food prices in relation to
earnings during Vorld Var II.

Consumption of non~farm products is  also greatly affected by the
level of consumer purchasing power. If a large volume of both domestic
and international trade can be maintained, farmers can look forward with
confidence to the peacetime years ahead. On the other hand, depression
conditiocns would mean that supnlies of farm products would be pressing
heavily on shrinking markets and farm incomes would be drastically reduced.

In the inter-war years there was much discussion of “adJustlng
production to market demands." Sometimes this phrase was used to urge a
shift out of one product that was pressing heavily on the market into some
other product that had a more favorable market outlet. Adjusting production
to market demand in this way was spund advice as long as there were other
products that had better market outlets, but in the depression of the
1930's prices of all products were low and shifts from one product to the
other did not solve the low-income problem. We then began to talk about
adjusting production to market demands in relation to adjusting the total
volume of production to a shrinking market outlet. Production of some
products was curtailed but, aside from wnfavorable weather conditions, the
total volume of farm outpuf Was' ﬁot'redubéd'QJ'largely because farmers used
their resources to produce other produ0us in place of those that were cur-
tailed.

The experlence of the 1930'3 1ndlcates how difficult it would be to
attempt to adjust the total volume of farm products to a shrinking market
outlete Farm production is responsive to increased prices and income on
the upward side, but it is quite unresponsive to depression conditions on
the downward sides It is true, of course, that the use of some improved
practices, such as commercial fertilizer, might be reduced under depression
conditions, but this tendency might be entirely offset by a landward
movement of unemployed workers which would result in greater pressure of
population on land resources. Farmers would not be able te shift back to
horses and mules, And certainly no one would advocate using open-pollinated
seced corn, or similar backward steps in efficiency. The only means of .
controlllng total output would be to rcquire that part of the land be kept
idle. ' This would mean rigld ratloning of 1and and labor resources.

Adjusting Market Cutlets to Achieve Economic Production

If we cannot reasonably adjust the total volume of production to
a shrinking market outlet, we should explore the other side of the equaticn
and see if it is pOSSlble to adjust market outlets to highelevel production.
From the standpoint of national welfare, food is needed just as much in
depression as in prosperity and farmers make a contribution to stablllty
by maintaining the volume of production in times of depressions The

¥
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obJection can be made that farmers should not ‘be asked to sub31dize the rest
of society in depression perlods. This objection is valid and some means
should be found to adequately compensate farmers for the food furnished to
hungry people. '

The Food Allotmerit Plan that is now under discussion may be a partial
solution to that problems It suggests that food-purchase coupons be made
available at prices that would make it possible for all consumers to purchase
food enough for a minimum adequate diet with 40 percent of the family income,
but food prices would not be reduced below 25 pergent of market pricese This
approach’ should receive wide discussion as a means of prov1ding food for _
hungry people regardless of purchasing pewer; and at the'same time bolstering
farm incomes when purchasing power goes downe Other means of increasing and

1nta1ning domestic outlets for food products are the in-plant feeding =
programs, the school lunch program, and other special food programs for
children and pregnant and nur31ng mothers. , : S

Action can be taken on‘both the national and the 1nternationa1 front

to widen the channels of world trade. 'This will result in immediate benefit
to farmers as a groups But of even more importance, it will help to preserve
the peace of the world. If we want to increase exports of our farm products,
we shall have to accept other products in: exchange, some of which may be

farm products. ~We should also realize that inereased exports of nonfarm . .
products will mean more empioyment and higher consumer purchasing power in ‘
this country. : 2

Progress can- be made in 1ncreasing the 1ndustria1 uses. of farm
products. It is not so large an opportunity as some people visualize, but
potcntialities in this direction should be fostered by research and by .
pricing policies that make farm products available for new uses at prices
that are competitive with other sources. of raw materialse

A1l in all the possibility of adjusting market outlets to high»level
production seems to hold more promise -than adjusting total production to .
a shrinking market outlet. e must bear in mind, however, that assuming the
same price level and national 1ncome, .people W111 buy more goods at low
prices than they will at high pricess In other words, if we are to
maintain a large volume of farm production, we need to price it in a way
that will permit development of potential markets in industry. and for export
as well as for domestic food consumption. Farmers cannot afford. to price,
themselves out of a- large segment of the market for farm productse

Making Abundant Productlon Profitable

. Farmers want to produce both abundantly and profitably- They want
to make full economic use of their resourcess The nature of farm costs
makes this course the most profitable one for individual farmers, but it
results in high-~level production; and markets at satisfactory prices must
be found for a large volume of farm products if farmers are to produce
abundantly. and remain prosperous. The best assurance of large markets for
abundant production is the maintenance of a high—level of economic activity
in other sectors of the economy. In other words, abundant agricultural
production should be balanced with abundant production of other goeds and
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services: We have also seen that production needs to be in balance within
agriculture itself. For example, if we are producing too much wheat and
too little meat in relation to market demands, some of the resources that
are used in wheat production should be shifted to the production of meat
animals, ILikewise, when too many farm products are produced in relation
to other goods and services some of the resources should be shifted from
agriculture into other employments Practically speaking, this mesns that
some workers formerly employed in agriculture should bz given assistence
in finding non-farm employment., R ‘

‘Since pricing policies that encourage larger markets for farm
products need to be developed, - farmers will need assistance in increasing
their efficiency of production and rcducing their costs in order to main-
tain their incomes at satisfactory lsvels., The current high level of
production was largely achieved by tremendous improvements in production-
efficiency. These improvements reduced the cost of producing farm products:
Further progress can be made in this direction. Farmers who adopt improved
practiceg usually can count on immediate gains from two sourcesy first,
the wider margin between cost and selling price; and second, the larger '
output per farm that usually is associated with such improvements. L

* Not - all improvements that reduce costs have the effect of increasing
output but a large number of them do, Hybrid seed corn is a good example,
If adoption of hybrid seed results in a 20 percent increase in corn yields
per acre and 15 percent lower cost per bushel of corn, the farmers who ,
first use hybrid seed gain a great deal., These gains are held until adoption
becomes general enough to incresse market Supplies sufficiently to result
in lower prices: In the past, the general adoption of improved methods’
has come so Slowly that progressive farmers have retained nearly all of
the gains for a long time., Even when prices do go down as a result of
increased production, the farmers who are using the improved practices
have the protection of larger output and lower unit costse

It is the farmer who cannot take'advantage of such cost-reducing
improvements that will suffer reduced income if the price goes down as a
result of a larger output, The workers who are displaced by a labor-saving
improvement also lose if they camnot find other jobs that are as good or
better than they lost. - T ‘

Assistance should be given to displaced workers in finding non-farm
employment, Government aid also will be needed by many farmers if they 4
are to take full advantage of new improvements, by adopting them quickly
once they have been proven practical, In fact, one important means of
making abundant production profitabie is to devise educational or other
programs that result in rapid and genersl adoption of cost~reducing practices.
Such programs also should promote stable soil-maintaining systems of farming,
and & well-balanced output of farm products. . |

Fortunately stable and soil-maintaining systems of farming involve
shifts to relatively more hay and pasture, and this. means more milk and
meat which also are needed from a nutritional standpoint. Thus conservation
and high level nutrition are harmonious objectives., But shifts in the
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direction of more milk, meat, fruits and vegetables = the foods needed in

a high level diet - necd to be made the most profitable of the production
alternatives that are open to farmers if these changes are to be carried
oute It would be possible to mske these shifts profitable by government
2id in providing higher support prices. But thsse are products that:
consumers buy in much larger quantities when prices are relatively low, and
the higher prices would cut off part of the market outlet that is essential
to achievement of the goal of high level nutrition. The potential shift
would be severely limited, by the restricted market outlet,

The alternative to higher prices as an incentive for needed adjust—
ments 1lies in lowering the cost of producing the products that are desirable
in terms of conservation and high level nutrition. We have shown that
improvements in production efficiency do reduce costs and do maintain in-
dividual net farm income even when the improvements result in lower prices
from inercased volume. This is characteristic of an industry as well as
an individual firm. Consumers, labor, and management all benefited when
millions of automobiles were produced at a $1,000 average in contrast to
thousands at §3,000. Consumers and farmers w1ll also bcneflt from hlgh
level production induced ‘by Lower costs, :

It would seem then that the most effective alternative to high
support prices is a breoad gauge program that will assist farmers with
- financial and materials aid, and management guidances The latter would
come from educational programs based-on the experience of our most successful
farmers and the results of experimental work. The goal would be stable and
soil-~improving systems of farming with high production efficiency. The
total cost of such a program would be insignificant in comparison with its
results in higher net farm income.

As already indicated technological progress means that 1ess farm
work is needed to producc an ever increasing output of farm products.,
Production per worker has also increased in other occupations, Today the.
production per worker in both industry and agriculture is 35 to 40 percent
higher than it was &t the end of World Wer I. This means that two workers
now can produce more than threc could at that time. :

From the standpoint of potential productivity the means are at hand
to provide food enough, and enough products of other kinds, to abolish
povervy and squelor if we are wise enough to do it, - We also have reached
the stage when it is not neeessary to concentrate so much of our total
effort on the production of primary consumption:goods, liore of our effort
can be centered on the services thot are needed for better living, Iore
effort can be devoted to maintenance of higher health standards and to
~ improvement of the cultural aspects of life; and more attention can and
should be given to education and to training that will enable us to learn
how to live togethpr in peace and prosperity.,

It is phy31cally and tcchnlcally possible to achieve these aims,
but unfortunately progress in the social sciences and in adaptation »f
human institutions is lagging dangerously bechind progress in the natural
sciences, Farmers, therefore, need protection against the possibility of
recurring unemployment and depression, Insurance against the results of
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disastrously low prices is rsqu1red as a counterpart for the minumum wage
and unemployment legislation now applicable to wage labor. This counter-
part needs to be developed in such a way that it provides an income floor
to farmers in periods of depression. We have already indicated that in:
such periods farmers make a contribution to national stability and welfare
by continuing food production at high levels. Programs should be thrown
into gear at such times to provide an income floor to farmers. The
standards for this income floor would need to be set in terms of full-time
farming. A program could be developed thst would provide a minimum return
per hour of labor to farmers for the amount of labor required for their
level of output at average levels of labor eff1c1ency.

Perhaps a simpler method can be dev1sed, but the important point
is that we recognize the need for protection against major price declines,
Protection is also necded against weather risks, but this cen be met 1n
part by more adequate crop insurance and storage programs

The conclusion to be drawn from this discussion seems to be that
farmers probably will maintain a high level of farm production in the peace-
time years ahead., This is in the national interest if it is balanced with
high level production in other sectors of the economy, Under conditions

- of esconomic prosperity abundant farm production can be profitable to farmers,

but farmers will need protcction against the major weather and income risks
in farming,

DISCUSSION PANEL

Mr. William L. Teutsch, Assistant Dlrector, BExtension Service,
Oregon State College, opened the discussion panel and acted as its leader,
He introduced the members of the panel to each other and to the audience.

Dr, Mergaret L, F1ncke, Head, Foods and Nutrition, School of Home
Economics, Oregon State College
Dr, Clara A. Storvick, Associate Professor, Foods and Nutrition,
School of Home Economics, Oregon State College
Mr. Joseph E. Gerber, Gerber Advertising Agency, Portland, Oregon
Dr. D« B, Deloach, Professor of Agricultural Economiecs, Oregon
State College
Dr, C. E. Maser, Head, Division of Business znd Industry, Oregon
State College
Dr. Blair Stewart, Professor of Economics, Reed College, Portland
Oregon
Mr. W. M. Hoad, Research Department Federal Reserve Bank, San
Francisco, Californic ’
Mr. Henry W. Stippler, Bureau of Agricultural Economics,- USDA,,
Portland, Oregon

Mr. Teutsch stated that the major purposes of the panel weres
1. To review and summarize the excellent papers and addresses which

had been given.
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‘ oy

24 To- introduce new. material particularly in the field of nutrition
because it has a definite ‘relationship to the. subaect‘matter cf the Fuon
conference. + » the question of marketlng.

3. To.- give opportunity for those 1n the audience to ask questions

and participate in the conference..«.

As the panel progressed, dlscus51cn centered arcund twc main subJects«
which are closely related: -

“l{‘iNutrition ~l:: 5
'2.T"Market outlets for agrxcultural products

Sl At How they are affected by increased- populataon
- be ‘How they will be affected by future unemrloyment
c. The question of governmental control or assistance -in
marketing products. : :

Mr. Teutsch opened the discussion on nutrition mth the question-\“j
"Do we have, as a result of research in the United Stﬁtes, a reasonably N
adequate nutrition standard for- health?“ , s

Dr. Storvick replieds "Yes, In 1941 the National Research Counecil
surveyed this., More than 50 nutrition resecarch workers were consulted
with regerd to the recommendations for calcium, protein,’ cslories, Vitamin
4, C, D,thiamin, riboflav1n and niaein, It was essential for them to have
that information for distribution to nutritiomists in contact with civilian
workers., o o social workers, etc., and later for those concerned with
nutrition in the armed.forces. These allowances have been adépted by the
Unlted States. and -Canada "and to some extent in England. These allowances
are a’ little-hlgher than minimum safety requirements."__-"‘ . o

Hav1ng determlned that such standards existed, Mr. Teutsch posed
the next question; "To what extent have we here in the Unlted States
attained these nutrition standards?"

. Dr. Fincke replied that surveys had been made in 1935 and 1939,
but that these could not be considered represcntative of the whole popu~-
lation as they were made on native born, unbroken families not on relief.
Results.indicated that one~third of the families do not get food to meet
the standards. They are not. ﬁetting the ba51c sevcn foods which are. con-
sidered the safety’foods; : . ,= ‘g-:_

This 1ndicated to the panei thab we do have opportunlty'for expandlng .
certain agrieultural food-production to assure highsr standerds.of nutriticn.>
lre Stipplér comberited that we must shift. the ‘emphasis from reducing -
production to adjusting production to those commodities which are needed. -
He states that there is a gencral tendency'in agriculture now to give
more emphasis té ‘soil conservatien methods; " These measurss. imply.doing -
more to-replace fertility taken out of the. s6il by cropss.: ‘These measutres
would tend to increase milk and meat commodities.,
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It was concluded that there are opportunities for increase of agri-
cultural markets in the interest of better nutrition, ‘

The factors which affect the attainment of desirable nutrition were
discussed. Income and education were mentioned as the most important.:
More money means more fcod, better food and more selection, According to
Dr. Fincke, many studies have shown that in some parts of the country a fair
proportion of the people are underfed in amount of food, '

Question asked from audience: "Do you know about how much more it
would cost in terms of money to adequately feed our people? And how much
more would it cost in terms of acres?" Dr. Fincke pointed out that accord-
ing to a report issued by Milo Perkins in 1940, it would cost 2 billion
dollars. The average income then wasg $60 per family per month., Mr, Stippler
replied to the latter part of the question by saying that increased acreage
is not the important factor, but rather certain shifts in agricultur
production which vill assure the needed commodities. .

Mr. Teutsch summarized that we might be able to achieve a desirable
nutrition standard and at the same time assure distribution of agricultural
commodities minimizing the problem of agricultural surpluses. It was also
pointed out by the panel that through a slow educational process the people
may be awakened to the use of foods desirable for nutritional standards, and
by this surplus problems will be lessened.

Dr. Maser challenged the statement that education would have a
very great effect on purchasing of foodstuffs. To quote him: "No amount
of education in the world will change the people if they don't have the
money, " ;
The second main subject was that of market outlets for agricultural
products. The question of the population trends on the Pacific Coast was
brought wp. Dr. Stewart summarized percentage figures previously given:
"Percentage increase in population in Washington during the war was approx-
imately 13%, Oregon 12%, and California 17%%. The overall increase is
probably a 1little higher than 15% for the Pacific Coast. The population
figures will be slightly higher in 1950 when the civilian population and
military is adjusted."” With the increase in population would come an increase
in income, according to Dr, Stewart, anc this would lead to an increase in
the consumption of foodstuffs. ' ‘

Combined with this question of population increases was the problem
of the possibility of future unemploymcnt. In his paper presented earlier
in the day, Dr. Stewart predicted an unemployment period to come to the
Northwest in the next few years. Several times the question was asked
from the dudience: "Who is going to pay for extra consumption of agri-
cultural products if unemployment is to result?" For the most part ac
answer was found to this question. One member of the audience sugeested
that it would be the farmer who raised the crops. :

Discussion of the possitilities of increasing the market for
commodities due to greater population was continued. One member of the
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audience brought out the point that the question of quality had- been
minimized in this discussion of quantity of agricultural products to be
-produced. He felt it would be better to pay more attention to improvement

of quality, of production at this time.. Drs Deloach agreed with this+
approach, saying that during the war y=ars we had a considerable deterio-
ration of agricultural‘products.along~With<>ther productse This was typical.-
of other states as wells Due in part to the fact that purchasers didn't '
question brand names, but took what was available. .He further stated that

if we are to compete in markets in the: postwar period, we must re-sétablish
apd improve quality which was in existence prior to the war, ‘ :

The discussion continued on the subject of surplus agricultural
products during a period of unemployment., Mr. Teutsch asked the questiong
"What are we going to do with this -(surplus) food when the purchasing
power declines? * In comparison with the wartime period. (boom period), 1s
the per capita consumption offood in pounds much different from a depression
period?" The panel seemed agreed that per capita consumption in pounds
would not be very different, Mr, Stippler commented that the quality of
food and choice of food eaten in depression times would be lower than in
-a .period of prosperity. Dre Deloach pointed out that we must 'direct our
efforts in a wey to efficiently utilize our productive land. . . maintain
& balance between food supplics and demand for food,. ' :

The panel agreed that population alone was not a mnjor factor in
the marketing outlets for agricultural products, and thHat unemployment
will affect the quality of commodities people buy.

The last subject considered by the panel was the factor of govern-—
mental assistance or control in the marketing of agricultural products and
surplus ecommodities. The discussion in the main centered around income
floors and price floors, 'and the producer!s views toward govermment assistance.
Mre Stippler was challenged on the ground that an income floor meant sub-
sidization, - He replied that it did not meéan subsidization of producers.

It just means that agriculture will be given the assurance of a minimum wage,
An- income floor is not a fixed level, but is flexible. It is a floor below
which agricultural commodities cannot fall, ' ' S

An opposition viewpgoint was brought up by a panel member that
government should not act as a price stabilizer, other than in times of
emergency, It was further brought out that farmers should develop systematic
schemes of marketing in which they as farmers control the flow of goods to
the market to the extent that they equalize it and not monopolize it, In
some places in the United States farmers are Secking this balance and
attaining it. S o R ~

A member of the audience challenged this method by saying that:
"The farmer is dependent on some agency aside from his om to control the
prices.’ There must be developed povernment action to sec that fair play is
given both to the consumer and to the producer. Farmers try to get together,
but they can't., They try to set prices, but they can't For the sake of ‘
the economy of the country, wg,ﬁust(have,goyernmental assistance in this,"

]
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Mr. Stippler then brought up the fact that a price floor, which is
over a certain period of time, can be put into effect if a surplus situation
arises, In this way the government would insure against wastage.

The panel was brought to a close by Mr. Teutsch, The panel covered
a large scope of ground; and while it was not intended as an answer to the
problems, it did bring out many views. Mr., Teutsch concluded by sayings
e don't just get things. We have to work for them, To-the degree that
we are willing to work and perhaps: fight, we will attain the right answer,"

MARKETING CHANNELS

Je« Oe Crawford, Executive Vice President
- National Food Brokers' Association and
- Merchandise Broker and Manufacturers! Agent -
Los Angeles, California

When the National Food Brokers' Ass001at10n received your invitation
to appear on this program, it was extended of course to our own President,
whose home is in the Nation'!s Capital. Due to distances involved and prior
engagements, I have been asked to appear in his stead and tell you something
of the Food Broker, how he operates, how he functions and what part he plays
in food distribution,

First of all, may I thank President Strand, Dean Schoenfeld and Dr.
Moore for having given us the. opportunity of telling you about the Food
Broker, for we, better than anyone else, know how little is ‘known of our
vocation outside of the food business.

We know from personal experience that you men from the Colleges
and Universities and especially the economists, have played very important
roles in Washington during the past several years and we als¢ have the
thought that you will take even more important parts in the years ;to come,
in shaplng our national economy.

That alone would be sufficient reason why we welcome the.opportunity
to come before this conference. Perhaps the best way to start is to read
the definition of the Food Broker as he is described in the Constitution of
the National Food Brokers! Association. I quotes

‘"4 food broker is defined as an independent sales agent who
performs the services of negotiating the sale of food and/or
grocery products for and on account of the seller as prin-
¢ipal, and who is not employed or established by, nor an
affiliate or subsidiary of, any trade buyer, and whose
compensation is a commission or brokerage paid by the seller."

Please note carefully that the Food Broker renders a service in
negotiating sales, he acts as a salesman, he cannot be a buyer and in no
event may he be under the control of the buyer. He is the representative
of the seller, yet is not under control of the seller, In fact, he is an
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independent agent in every sense of ‘the wor

73.'

Food Broker Is Not A Buyer

. Thls is a oubgect oE v1ta1 1mportanc
understanding, due largely to the fact that
generally. Brokers in other lines such as
merchants and’ speculators do buy and sell f
they at times may collect commissions from !
same transaction, ;

The legltlmate food broker may do ne

ither of these thingsa

for theré‘has becn much mis—
the word "Broker" is used quite

y stocks and bonds, real estete,
or their own account.
both buyer and seller on the

Also,

He is.

the agent of the seller .and as such he may not accept a commission from

the buxer.
is . in direct competition with his prlnclpal

This is the position of the National
the following resolution has bLen publicise

"That under the Constltutlon and By~
rand sells for a profit as a merchant
a speculator, is a trade buyer and i

Ga

membership in the National Food Brok
This position of ours, re the "Buyin
the food trade, but we 'want you gentlemen o)
and all others to know it also. 4 _

The Food Bu51ness

Is in three (3) general classificati
Production and Dlstrlbutlon.

 Producers

. The preducers embrace the entire agr
fisheries and some of the natural resources

Productlon
Productlon covers some 50 000 manufa

packers, etc. who convert the raW‘materlal
or consumptlon. :

Distribution

There are more than 5,000 Wholesale
Chains operating about 42,000 retail outlet
independently owned retail stores all hahdli
given so that’ you may readily see that the’
second only to agriculture itself in dollar
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ing foods
food business is a big business,

The moment he buys for his own account he bacomes a Jjobber. and

as well as his customer.

Food Brokers? Assbgiation and

d many times,

laws, a member who buys
y or as a jobber, or as
s not qualified for
ers ! Associations”

¢ Broker" is of course known to
f the Colleges

and Universities

ons, or divisions,isee, Producers,

icultural industry, many of the

industries.,

cturers, processorsy canners,
inte finished form ready for use

Grocers, some 900 Corporate

and ﬂpproxlmately‘AOO 000
These figures are

volume,



The Food Broker

Just where does the food broker fit into.the picture? Well, the easiest
way to show you is by illustration: A few moments ago I stated ‘rhat there
were some 50,000 manufacturers, processors, canners, packers, etc. Comparative-
ly few of them are large caicerns with u.nl:.m:.ted capital and who can afford to
maintain a salaried sales force. The vas® najority are srall concerns who
cannot afford this expense. That is vhere we come into the picture.

There are about 2000 food brokers in the United States. - You will find
them in every trade arca of this ccuntry and Canada. Of these almost 1200
are members of the National Food Brokers! Association., The members of our
Association sell probably 90% of all food sold through brokers. This fact
should mdlcate that we do play a very important part in food distr:.bub:.on.

- Typical Case

It would be utterly impossible for the small canner to operate -
without food brokers, efficiently, economically or even at all. To be
specific, let's take a small 2-line ecanner packing Peas, say, 100,000 cases,
a purgly seasonal pack.

Assume that this small canner located in the State of Oregon, his
entire production crowded into a few short weeks, when the Peas are just
right for canning. On that limited production must be spread the overhead
for the entire year, That overhead cannhot contain much selling expense, yet
the entire production must be sold -~ also this small canner is in direct
competition with every other pea packer of the United States. The pack of
camned peas exceeded thirty-four and three-quarter million cases in 1943,
and in 1944 some thirty million cases. That is his competiticn.

Tt could require 100 customers, each buying 1000 cases, yet those
100 custorers may be in 15 or 20 di fferent markets, many of them hundreds
of miles apart. It would be utterly impossible for this small canner to
have his own salesmen call on thes¢ 100 customers in the 15 or 20 different
markets, for in the first place. he cauld not afford a sales force on a yearly
basis nor could he pay the attendant traveling expenses on a purely seasonal
pack.

/

Knowing this, this small camner appoints a broker in each market in
which he hopes to sell. Now he has a complete, effective and functioning
sales force with a known selling expense in advance of his actual pack —
for the broker is paid only for actual sales which have been consummated
and as a general rule he does not receive his brokerage until the canner
has been paid,

The small packer whom I have used as an illustration is not alone in
his use of food broker. The very largest units in the industry including
such firms ds Calpack, Van Camp, Hawaiian Pineapple Company, as well as
General Foods, also use food brokers in many markets throughout the nation,
where it has been found from actual experience that the use of the food
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broker is more economical than settingfﬁﬁfthéir“own'sales organizations on
a salaried basis., Genecrally speaking, these-lmrger.anganizations use their
sales force only in the major markets such as, New York, Chicago, Los -Angeles,
etcs, where suffiCient volume can be had to Justify their owmn salesmsn._

Sugar Refiners_

R |

Take a brisf look at the Sugar Refiners. Here we have one of the
largest investments per unit in the food business. ,

“The Sugar Refiners have ample capital to conduct their own sales
department if they so desired, yet every pound of refined sugar used in
the United States either for home use or manufacturing purpose, is sold.
by the Broker. Why? Because the Sugar Refiner has found that it is more
economical to use the' broker. That is the only reason. ~

A

Packaged Goodsy

Manufacturers of packaged goods are generally sold. under brand names ~
and are commonly called Specialtiess As such, they require missionary work
by the brokers or manufacturers'retail salésmen calling on retail outlets.
Since there is considerably more detail and selling expense there 'is natu-
rally a higher rate of brokerage than prevails on competitive linegs and
commodities.

o On Specialties the broker not. only supervis 38 retail s lesmen, but.
renders reports’ te the principals, gives complete information on competitive
brands, handles and invoices deliverics made from consignments, checks
advertising, in fact pérforms all of the functions which the principal would
do himself. Repardless of whether the food broker is handling . Commodities
such as bcans and rice, competitive canned goods or specialties he more
than earns his very moderate fee.

Only the fact that the food broker represents a number of lines, some
of which he is selling every dey, enables him to function economieally, for
when he is" turned down on peas -he still has the opportunity of selling that
same buyer a car of corn or fruit or something else in which there is active
triding. At 1east he seldon suffers from lack of opportunity}

The food broker operating generally in a limited trede area is in an
unequalled position to speak with knowledge of local conditionse He has
the tremendous advantage of knowing his distributors rather intimately for
many of them are his personal friends. He plays golf with them, ecats with
them and in many instances they visit back and forth with one another in
their respective homes., Due to this close association, built through years
of mitual confidence and fair dealing, is it any wonder that the food broker
is in a better position to supply his principal with the necessary information
regarding local markets than could any other factor in .the foodiindustry?

If the principal is operating nationally or regionallv he may have.
over—night first~hand and accurate information on any given commodity.
The market may be-.glutted in Los Angeles, yet the reverse may'be true in
Portland. ; :
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Economy of Operation

- lMany of you gentlemen who are present, deal in facts and figures. -
I would like to present some food for thought so that if you are called
by Government to serve in some aedvisory capacity in the many alphabetical
agencies which have played such an important role during the past 12 years,
the following may prove of interest as it pertains to the cost of sales 1i.€e
selling expense,

In 1939 there were 200,573 wholesale'aatabiishments of all kinds in
the United States whose total volume exceeded 55 ~ 1// billions of dollars,

Manufacturers'sales'branéhes’with warehouse stocks in the grocery
field accounted for a salés volume of 2 - 1/3 billion ~nd the operating
expense including the payrolls,i.e., cost of sales was 11.1%.

Manufacturers' sales offices without warehouse stocks accounted for
total sales of &346,375,000.00 and here the cost of sales was 17%%.

In this same year, sales by food brokers exceeded 2; billions of
dollars and the cost of those sales was less than 2%,

'These are not our figures, but were compiled by Covernment in.its
last Census of Business, They'are'accurate and covered the year of.1939.
They may be obtained by writing directly to Washinmgton if you are interested
in detail, Since 1939 business has tremendously expanded and it is reason-
able to assume that as volume increases the cost of sales declines. These
figures published by Government should refute any idea that the food broker
is an unnecessary middle-man, adding unnecessarily to the cost of living.

To the contrary, the food broker is a very necessary link in food
distribution and if the food industry were deprived of his services it
would add many millions of dollars to the nation's food~bill,

At this moment T want to read you a letter, the original of which is
in our files, for it explains in a nut-shell what I have been attempting.
It is from a Growers' Co-op, selling one product.

®This Association, which was organized in 1912 and is currently doing
an annual business of around $15,000,000,00 sells its products to
some 5900 wholesale and chain store food distributors, as well as
food manufacturers in 1,598 markets in the United Statese

"These 1,598 markets are divided into 121 territories in each of which
~the necessary sales solicitation, distribution arrangements and other
- contacts between our customers and ourselves aré handled for us by a

- food brokerage firm,

"In employing food brokers, a practice which we have followed since
our organization, we are convinced that we are selling more of our
products at a lesser cost and maintaining a more satisfactory relation—
ship with our trade than if we were to carry on this work with our
own direct employees. L
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"The sales and other contact work attendant to the annusl distribution .
of our output. reaches extreme peaks and valleys,. In many territories
it.is necessary to Have large organizations to carry out these
activities during thHe peak periods, whereas comperatively small
effort is needed during the dull periodsi ;

"The food broker Whose remuneratlon is based upon the sales he makes
is prepared to furnish this organization because he also repreSents
other sellers whose periods of activity dovetail with the dull
periods of others of his sellet's, thus enabling him to maintaln
permanently an -adequate organlzataon.

"Also, in a nation—w1de business such as ours where many thousands of
customers must be contacted- et least several times annually, the
expense of trawel is a very large item. The broker representing a
dozen or a score of sellers can contact a buyer for all of them with
one trip, whereas if each of them used direct employees, the tota1
cost of that ¢all would multiply many t1mes. : ‘

"The successful and well-known food brokerage concerns, such as we
use, -are almost invarlably'managed by men of outstanding ability and
long experience ~ qualities which insure adequite earnings for themr
'selves’ and satlsfactory service .for their sellers. " :

"Certa1n1y5 in-our oplnlon, nelther Wwe hor any'other gsellers using
food brokers could secure the services of such men as direct
employeea. : \

"If food brokers or some closely comparable service to that they give
were not available, we would be deprived of personal contact with-

a large number of our customers in a substantial number of markets
in-the country because our business with such customers in such .
markets, while quite substantial in the aggregate, "is not sufficient
to. Justlfy the expense of personal calls.

"You hay recall that several years ago we opened a salarled sales
office in one of our largest and best markets, After maintaining

this for several years our sales not only decreased, but our operating
cost was over twice the regular brokerage rate, due.largely to the
facts that our product is secasonal and that sales costs could not be
spread over a large number of products as the food broker spreads
them. Consequently after a fair trial, the office was abandoned, with
the result that since we have gone back to the broker the sales

have consistently increased, :

"We are quite confident that if food brokers were ruled out of the
picture, .sales costs of all but a handful of the country's very
largest food packers would skyrocket, with the result that consumers
in the end-would have to pay this added sales cost in the form of -
increased retall prices."i. ‘ : S

The letter whlch I have Just read, was from a Growers'Oo-Op and is
typical of the field. In the beginning, virtually all of thése Co-ops
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started out with the brokers. As their business expanded some of them dropped
the broker for their own salaried sales organizations, After a fair trial

by the new method, one by one with but one exception they have returned to the
food broker. Today the Growers!' Co~op is our most loyal friend.

Today the entire world faces a crisis probably far more serious than
most of us realize. The lack of focd in many areas of the world cannot =
help but be felt here in our native land. Some foods will continue to be
scarce for a variety of reasons and yet other foods will be available in
somevwhat larger quantities.

There are the undercurrents and influences of legislation, subsidies,
imports and exports which must be watched. But above all, there will be
need for accurate knowledge of our regional markets, especially on the part
of smaller processors who need to ‘exploit advantages quickly., The right
background, the facts and information, the correct knowledge of what is
going on in individual markets and what the processor must do to get .
his share of the business must come to him through the Food Broker pieced to
gether by markets.

Markets established yesterday aren't going to be stable markets for
the products of food processors if some of our products are not available.
Take, for example, Canned Shrimp., Frozen shrimp is moving into some markets
today and has been doing so for many months, at an impressive rate; in fact,
it is selling fast while canned shrimp languishes. To many individuals
it looks as though camned shrimp had passed the demand peak in certain
metropolitan areas. Some foods will take the place once held by popular but
scarce canned foods. What is true of shrimp is true in many other mumerous
directions, ' : : » :

Te need to speak briefly of the retail store and what is going on
there, for there have been many changes, some of them so gradual that we
don't realize their significance until they come about.

In comparing food consumi:tiori for the years 1909 to 1916 with a ten-
year average beginning in 1931, we find that dairy products increased 39
pounds per person--—

Vegetables increased 33 1bs. per person
Fruits. " 29 0 n "
Sugar and syrup" 20 " n n

whereas

Meat, fish and poultry actually decreased 9 pounds on a national con-
sumption basis and potatoes dropped abow 35 pounds.

It is reported that fresh fruits and vegetables skyrocketed from 385
pounds in 1920 to about 500 pounds “in 1944. It is also significant that
there used to be thousands of individual meat markets, thousands of individual
prodice stores vhich were finally amalgamated witth grocery stores handling
dry groceries. The reason back of it is because the selling of dry
groceries is a natural and becausé self-service works best with dry groceries.

3
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There is no question but that the cost of distribution must come
down after tle war. Influences are already at work to bring this about
and it has been said that dry groceries will probably have' a mark-up as low
as 10% at retail., This means that if grocers are to make money at 10%
they will have to work for faster turn-over, which is another way of saying
that dry groceries will have to be merchandised, almost entirely on a self-
service basis with every effort being made by the retailer to give preference
to those items havmg ready acceptance with customers.

This is onlv natural, for there is virtnally no loss in dry groceries
vhen compared to the shrinkage suffered on fresh fruits and vegetables and
again as dry groceries will always constitute from 45 to 60 percent of the
store volume,

As an illustration of how rapidly self—service is growing, at the
close of 1944, 18% of the independent. grocery combination stores had grocery
departments arranged for complete self-service, whereas two years previous-
ly it was only 11%. _

A modified form of self-service generally designated as semi-self- -
service accounts. for an even greater proportion of the independent store
sales as some 54% operated their grocery departments on this plan and
sales in these stores accounted for 48% of independent store volume, In
other words, the two types of service. take in '70,4 of all sales made through
independent stores.

Due to the necessity of quick’ turn-over, lack of manpower and several
other factors, more and more independent stores are going over to 'self-
service.,

e think that we can also tell you something of the plans:of the
larger chains, such as A & P Tea, Kroger, National Tea, Safeway, etc. The
Chains are planning tvo types of stores, i.e., the larger types of from
10,000 to 15,000 square feet to do an annual business of arcund $200,000.00.
The other they call the Superette Semi~Self-Service neighborhood store,
which is likely to appear in greater numbers rather than less. Both
independents and chains will be interested in brands which sell themselves.

This does not mean that there is not a place in every community for
a really high type grocery, giving both delivery and extending credit.
There always will be, primarily for the reasom that there is sufficient
patronage to justify that kind of service where the customer is willing
to pay for these extra privileges.

Every store needs character as it does merchandising., It needs to
be cempetitive always on fast moving items and it should be consistent
about its competitive condition and not just competitive over the weekend.
It needs to aim for the largest volume of business with the minimum of work
and it needs to keep from being fooled by percentages because a store deals
in dollars and cents. ..

- There is-»hardly a food manufacturer in'the country of any size who is

4
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not intending to bring out some kind of new food, Most of these will be -
designed to save kitchen drudgery and to simplify housework., Frozen foods
may also be expected to expand their volume, but it seems to be.the general
impression that frozen foods will be more a competitor of fresh fruits and
vegetables than of canned goods, ; :

Dehydrated foods generally speaking, have not gone over with the
consumer, consequently we do not look for an increase in volume in that
dirsction other than in a very few-products, prlmarlly Soup mixes, very few
vegetables and some fruit concentratos.

Taken as a whole, the future of the food busxness seems to be quite
bright, for more than ten million service men and women with healthy appetites
who have beeh eating at Government expense are not:being returneds Their
food will be bought very largely thru retail stores, Also about twelve
million children have been born during the war and their food requirements ‘|
will mount each year, Dislocations caused by tremendous number of war - -
workers eating outisthe reason that restaurant sales have sky-~rocketed:
Many of these people will again return to a normal living, eat at home and
buy their food thru a regular grocery store, familiee will be brought
together, millions of new homes will be established and supplies will be
bought very largely in food storess To me at least I have no feers for the
future ‘of the food business which is an integral part of agrlculture.

If I have been able to contribute any part in making the "Marketing
Conference™ a success and to clarify the part that’ the “Fﬂod Broker® plays
in food distribution, theh I am satisfied.

in conclusion. may I again express.my thanks in behalf of all members
of the Natirnal Food Brokers! Association, to President Strand, Dean
Schoenfeld and Dr. Moore for haV1ng given us the opportunity to take part
in your conference. Agaln I thankryou._ , . ~

PRICE STRUCTURES

Dr. D: B. DelLoach :
Professor of Agricultural Economics,
Division of Agricultural Economics,
Oregon State College ‘

This is an ecquisitive society., American farmers want to export
food and fiber but they raise their voices in solemn protest against proposed
imports. Labor wants frcedom of choice but it denies freedom:-of choice to:
others., Management wants a free market but it has been active in supporting
economic legislation to prevent new competitors. from entering that free
market. The dairyman wants to sell his butter but he does ndt want the
cottonseed man to sell his oil in the form of margarine. The cotton producer
tries valiantly to protect his market from competition from other fibers.
The dairyman's and cotton producer!s powers.have been suffiéiently’ great to
Secure restrictive laws to protect them against competition, Under prevailing
standards these 1ncon51stencies are nelther immoral nor unmoral, They are
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accepted procedures among economic groups seeking to maximize gains and
minimize losses, It is part of our basic struggle for economic security

in a world of potential plenty but actual sarcity, It is part of the effort
to protect through the force of law, market rights that could not. be
maintained under a condition of frece enterprise. As Oregon farmers and
businessmen, I ask you how badly you want free competition? I ask you

how badly you want individual liberty? Since we accept these individual
and group actions designed to obtain economie benefits as normal procedures,
we must consider .carefully the immediste and long-run implications of such
forces in discussing any economic subject.,

- This is a conference on distribution as well as marketing. Used
in this sense the term "distribution" means that we are interested largely
in "who gets what and how." In a money economy this question resolves
into one of prices — prices of goods and services bought and sold in the
market place., "While I have been assigned the subject of price s tructures,
you may rest assured that I do not propose to tell you what prices you will
receive for your products or for your labor, I do net know, and no one
else does. What I intend to do is to discuss for you some forces that
determine prices., Before proceeding with this subject, I have certain
edmissions to make with respect to my own limitations and those of the
field of price theory. I think it is only fajr to an audience of this
caliber to admit to these limitations, if for no other reason than the
fact that most of you are well aware of many of thems Here they are:

1.  Those of us interested in economic pfoblems have not developed
the tools that are adequate accurately to predict or to measure change.

2. The subject matter with which we deal lacks a degree of defin-
iteness that makes it possible to isolate cause and effect.

3. The problems with which we work arise by virtue of the struggle
of man for economic security in a society in the process of gonstant
change. Due to the changeability of human beings and the lack of ability
of economists to isolate economic phenomena for experimental purposes,
many conclusions relative to economic material are extremely tenuous,
even when arrived at by trained economists. Conclusions of pseudo-
economists may be especially dangerous, ’ .

The inexactness of any discussion in economics, pelitical science,
or sociology is a source of amazement to a pure scientist. But it should
not be, Every scientist is familiar with the degrees of exactness and
the definiteness of conclusions in the fieldy of applied science, and when
we leave the more mature disciplines of mathematics, physics, and to a
lesser extent, chemistry, one soon finds that human judgment becomes an
extremely important determinant in arriving at a sound conglusion,

In any conference similar to this there is always a demand made on
the speaker for a prediction or a series of predictions relating to this
of that problem or the probable results of this or that course of action.
- This desire of man is as old as the human race, True it comes to people

in varying degrees, and the desire of man to foretell the future can be
satisfied in varying degrees only, but never completely. :
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True .it comes to people in varying degrees, and the: desire of man to

. foretell the future can- be satisfied in varying degrees only, but never

completelya

Most of our social and economic disturbances have their bases in

the struggle of man for a greater share of the worldis goods and services.
This condition of relative scarcity of goods and services makes possible
the existence of the structure of prices -as we now know ite - In' the normal
course of things most individuals are not -able' to do ‘$oo ‘much when striving
to improve their economic wellwbeing if acting alonea Their bargaining
power is.insufficient to be effective from the standpoint of demand or
supply. For this rezson they have chosen t6 combine into groups in which
the persons composing thé group have a common goal and can strive col-
lectively to attain that goal, This combined action may be-to the advantage
of themselves and the possible advantage of other people or other economic
groups, but most likely it will accrue to the possible disadvantage of
those outside the ‘group.

‘ The speakers who hﬁve preceded me have discussed subjects having
a direct bearing on price structures. The speakers who follow me will
deal with instruments of ‘control that have a direct béaring on prices
through' the media of price controls, supply controls, and demand controls.
In a:sense, then, my.subject constitutes the "hub" of an economic wheel
because the several forces discussed by the other speakers in thns Con—~
ference come to focus in the price structure. ~ :

It is often necessary that one understand the conditions precedent
to a statement to understand the meaning of the statements Even-the
sound of words might cause confusion, I can illustrate this by the story
of the poverty-stricken young couple who were soon to be blessed by their
first child.. A beneficent relative who shared his household with the
couple generously bestowed upon the husband a check for %100.' The young
man.was accustomed to ‘praying before retiring and the benefdctor knowing
that this ritual was followed night after -night decided that he would’
find.out whether the gift of money or bundle from heaven was ‘most appre-
ciated. * S0 he eavesdropped. He heard the following: - "gh, ILord, I thank
thee for the little (sucker, succor."). While there should be no misunder-
standing with respect to such terms as "demand" or "supply," there is, and
it is'not a condition resulting from similarity of sound, It is the lack of
understanding of the meaning Of ‘economic term:nology‘whlch is so often
the result of giving a technical meaning to a common Word. ‘ (
‘The subject of market demand and market supplv constitutes a stumbling
block to every college sophomore. -laymen are never inhibited by "the use of
the terms because each’one interprets them in his own waye, A certain
group of persons that is never inhibited by anything except the forth-
coming election interprets the terms as conditions seem to'warrant. Yet
demand and supply as apolied to price mean much, theJ 1mp1y'more.

Desire and the purch931ng power to make desire effective constitute

demands There is an ‘element of time, of place, and of condition, each
of which constitutes & condition precedent. Supply presupposes the
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existence of goods and services and it implies the ablllty and willingness
to offer the goods or. services for sale at given prices, Lo save time

I am going to discuss the "elements of condition" only, because they are
s0 unportant 1n the field of price determination,

Price is a function of the supply and demand of goods on the one
hand, and the supply and demand of money on the other, I shall deal
primarily with the supply and demand for goods. Proféssor Potter will
discuss the monetary forces: influencing price. Now let us turn to a con-
sideration of the demand forces influencing price.

l. The characteristics of our population. This involves the age
distribution of our people, their cultural heritage, etc., and the source
of employment. Each of these factors is in the process ‘of change, This
change is to a large extent ‘the result of the progress made in the field .
of science through' the yearss Forty years was the life expectancy in thls
country in 1945; in 1900 it was fifty years; today it is sixty-five.

These changes in life expectancy are due mainly to advances in the field

of medicine and surgery., Frankly, all of this means an ‘increase in pro~
portion of older people in population. As one observer on the subject of
population trends has stated, "In 1900 we had in this country only 2, 000,000
people sixty-five years of ages. At the present time we have 7,500, 000, and
by 1960 we shall have 20,000,000 people sixty-five years of age or older.
Think of what that means to the Republican Party} Think of what that

means to Social Securitys 4nd to business:; a market of 20,000,000 people
that did not exist a few years ago.™s We should not forget, too, that
there has been approximately a 15 percent increase in our populat:.on on

the West Coast since 1940. :

-~ 2+ Promotional activitiesy, in the sense that consumer attention is
shifted from one product to another product, We need think only of a few
of our Oregon products as examples. Prunes to oranges; apples to oranges;
linen to synthetic fabrics, and so on down the list. What is ahead in
plastics that may cause the hair on the heads of the Oregon wool growers
to turn white? What is ahead in chemistry that will enable producers of
natural fibers to treat them in a manner that will lend characteristics
that they do not possess in their natural form? What is ahead in the
margarine industry with respect to flavor, texture, and color?

3+ "New things for better living" so the slogan goess Unlike my
preceding point, this condition presupposes the possibility of expanding
consumer wants by making available more goods and more services within
the reach of larger and larger numbers of peoples To my mind this is the
way to progress. Whether it can be achieved remains to be seen, but it is. -
the problem we face pow and not in the future, If I understemd the impli-
cations of this program correctly, it would mean a readgustment of productive
energies of land, labor, capital, and management to make possible the
production of new products and new services to satisfy new wants among
‘consumers., We have mastered our production techmiques to a point where

* Wendt, Gerald, Addresss Wartime Science and American Businesés
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we can satisfy the basic needs for food, clothing, and shelter. We are in
a position now to expand our productive potential to a point where the
conveniences of life are made ‘available to the musses of our populatiecn,
And we must realize that we are now faced with the alternative of a higher
standard of living or a system of enforced idleness which will create new
problems of serious proportion,

4s Purchasing powere This idea has been stressed consistently by
leaders in the Committee for Economic Development. In recent studies it
has been fairly well established that consumer purchases in retail stores
are closely related to the volume of national income payments after taxes
are deducteds The upward and downward movements of the indices of national
income in the United States and the net farm income are strikingly similar,
end the relationship of consumer expenditures for food, total consumer
expenditures, and natiecnal iricome is illustrated by the following Chart A
and Table 1, Shows funds available for purchases'after 1945, Not - income
only, Chart B and Table 2 illustrate another point very clearly; namely,
that the cash receipts from farm marketings are closely tied to the income
of industrial workers. Tt is evident, however, that thé chart shows AR
somewhat more of a direct relationship than actually exists because it does
not consider all incomes, Chart C depicts the trend of employment through
thefperiod 1900~1944,. Qg not forgst this. To you busiqessmen and farmers,
let me emphasize the fact that your market is largely the result of the
demand of all wage earners, The war has profoundly changed the distribution
of consumer incomes. By so doing it realigned the whole structure of
consumer demand and price considerations, ‘ :

The influence of the supply of money and credit on the price structure
is extremelv important. This is especially true since our old concepts as
to the rate of change seem to be outdated. Since this phase of the problem
is to'be discussed by Professor Potter, I shall merely mske one observation,
An increase in the supply of money alone will not necessarily cause an
upward movement in the price structure, but it may release pressures that
cause price changes. The volume of circulation of money and credit instru~
ments, as well as the existence of a vblume of open credit transactions,
may be of far greater importance., In addition, the volume of goods and
services produced may increase sufficiently to offset additional money
and credit, and money and credit turnover. In brief, the purchasing power
of money is dependent on several forces, and the availability of goods
looms among the more important. o S ‘ ’

5« Control, The efforts of the government to control demand has. _
been well illustrated during the war period. This was a new experience to
us, Because certain democratic principles could not be discarded, even in
wartimie, many of the controls constituted a series of polfitical c-mpromises,
thefeby creating rather trying conditions among some groups by leaving the
producers of some basic commodities unable to ¢ompete with producers of
luxury items that were left uncontrolled or for which no adequate controls .
were instituted. Regulation of demand by the governmsnt was institutéd to
aid in price controls and to effect the maximum movemerit of labor and
capital from peacetime to wartime industries. JWhile the program was not
entirely effective, the egtriking fact is that we had the maximum of guns
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CHART A — TABLE 1

EXPENDITURES FOR FOOD. TOTAL CONSUMER EXPENDITURES.
NATIONAL INCOME. AND GROSS NATIONAL PRODUCT. UNITED STATES,
1909-44 AND PROJECTIONS FOR 1945-47
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) National income resched & peak in 1944 about 176 percent abvove- its 1935-39 average.
Nesnwhile consumer expenditures increased only about 65 percent. The difference was made up

© by large increases in personal tazes and individuals’' savings. National income probably
will decline in the year or two, but consusier expenditures may increase slightly. Personal
taxes will decline somewhat bué will remain well above their prewar level. As & result. in-
divideale’ seviags are likely ¢e dsoline markedly from their high wartise level.
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CHART B — TABLE 2

CASH RECEIPTS FROM FARM MARKETINGS, AND INCOME OF
INDUSTRIAL WORKERS, UNITED STATES, 1910-45
INDEX NUMBERS ( 1935-392100)
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Changes in the purohasing power of industrial workers greatly influence the demand for,
and ocomsequently the prices of, farm produots. Changes in the prices of farm products ordivarily
accomt for most of the changes in receipts from farm wrhketings. Flustuations in the incows of
industrial workers and oash receipts from farm mrketings have been similar most of the time
sinoe 1910. The series occasionally move in opposite directions, however, ss in 1920, 1924, and
1948, :
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CHART C -- TABLE 3

. NORMAL LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT IN THE
' UNITED STATES, 1900-1944, AND PROJECTIONS FROM 1945 TO 1950
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with the minimum loss of the necessities of life that we have ever had in
our history. I must make my point and proceed with the discussion. It

is this. Money becomes a secondary factor in determining demand under a
condition in which the products are allocated equally, This presupposes
compliance with the legal requirements of sale and purchase, In many
instances this was not the case. Let me repert my opening statement: this
is an acquisitive socityl

Now let us look at the other side of the price~making ledger, i.e.,
the forces of supply.

1, Production cost in relation to the price structure is the basic
force operating in the field of market supply, In industries of increasing
unit cost, the normal longe=un tendency is for supplies to decrease as
market prices decrease, thereby reflecting the extent to which supply is a
resultant of price. On the other hand, many of our mass production in-
dustries are operating under conditions of decreasing unit cost, and in such
cases a decrease in market prices might conceivably become the reason for
an expansion of output, thereby effecting the sconomies of mass production,
In dealing with this problem of cost of production, we should recognize
that the task of marketing is part of the production process, because it
is through marketing activities that goods and services are given time,
place, form, and possession utility. Generally speaking there has been
a tendency for marketing cost to rise in proportion to the cost of producing
the goods we consume, That seems to be a natural outgrowth of our
urbanized civilization in which the two~room apartment and the delicatessen
have become the most glaring examples of population concentration and its
effect on marketing methods and consumer demand., In substance, hand-to-
mouth buying has come into its own, and under such conditions marketing
costs will likely become more and more of a factor in the price the
consumer pays for food, clothing, and shelter., One caution is necessary
with respect to this pointes Absolute marketing costs may decrease, but
the percentage of marketing costs of tHe total consumer price may increase.
This fact must not be overlooked, because it will be the subject of contro-
versy in the years ahead, By and large, competition has been sufficiently
great in the distributive trades to force lower costs; in fact, competition
has been so keen in many types of wholesale and retail marketing that lower
costs result from the maintenance of low wages in order that lower prices
can be passed on to the consumer, Perhaps this is one of the instances
where competition is soecially wasteful. ‘

Market supplies may be influenced by government or industry policies.

The latter appears to be illegal except for cooperative producer organizations.

In either instance the avowed objective of supply or market controls is for
the purpose of influencing price. Market and production controls are .
designed to effectuate a balance between supply and demand at a price level
that is most satisfactory to the group responsible for initiating the
controlss Without exception the laws authorizing the establishment of price,
market, or supply controls are introduced with the proper preamble relating
to the necessity of such type of legislation for the purpose of maintaining
economic stability and improving the general welfare of the people. In

the main, however, legislation of this type is designed to effectuate the
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objectives of specific economic pressure groups, and when such legislation
fails to accomplish this objective, it 1mmediately falls 1nto disfavor.

Thcre are other supply fcrces operating in the: maﬁket plaCe but the' e
foreg01ng are the more ‘basige - Properly understood, the stétement that - '
supply. and demand forces. dctsrmine prices is true, In a free market these
forces would,operate with a minimum of friction caused by;an unbalanced =
bargaining position of any factor of productionw Slnce we do not have. free
competition among: sellers.or buyers and since. we._have- ‘never ‘had a condition
of free. competition, prices depend on the respective bargainlng positions
of the buyer.and seller,  The bargaining positions may. be influenged by
numerous factors, In recent years it has pivoted on the ability of economic
groups to organize and bargain collectively to attain their ends. Unfortu—
nately that is the condition that is so dominant in' our economy -at this
time, the only Justification being that. it is the accepted procedure and
any economic group that fails to foIlaW it {8 at a distinct disadvantage.

Ladies and gentlemen, I have spoken to you in ﬂbsolute frankness.

I have taken literally Dr, Strand's statement that "None of us understands
the full impact of all of the forces affecting our lives, But as leadérs

it is ‘our: respon31bii1ty 10 Seek to understdnd -and evaluate’ thesefforces.

The statement:appears as the foreword in your program. iSince .I have a , :
respon31bility‘to seek to understand and evaluate forces and:to help you ;
secek to understand and -evaluate forces, I am g01ng to o1059 this discussion
with: a fCM commentu and questions.,v, : . e :

l. It is through the pricing process that tbe distribution of - wealth -
and ‘income’ takes place. ' As ‘I have indicated, I do not know what the price
on any commodity is :going to be in the future, but I do know that our con- . '
cepbs-‘of oxchange values in terms of money are undergoing radical adjust~
ments.” These thangss are rcsulting from the supply and demand of goods
on the one hand -and ttie supply of money and credit resulting from 'govern~-
mental fiscal policics on thc other. There is no indlcation that ‘the

engaged in raiding the Federal: Trcasury, Preseht 1ndications are that:
these regular raids on the Treasury will be increasingly greaters  Is this~ a
what you want? If it is, it can Be obtalned only'through ‘a further " .
surrender of 1ndividual liberties.' c
2.. Wealth can’ be created through production only. A higher standard
of living can be attained only through a fuller utilization -of land, labor,
capital, and management, -To the extent that restrictive economic legislatien "
is used to 1ljmit prices, production, or market rights for the purpose of
maintaining the vested interests: Jof the ineffipient, we cannot’ progress
toward a higher standard of 11Ving. Due to, basic abuses of ‘economic and
political power our price structyre has been aSSociated with ‘the. convention,
or idéa, of scarcity. At the same time .wé have choson to forget the fact™
that.wealth must be produced by employing. land, labor, .capital, and ‘
management.v What do you want? It 1s time to consider our course of action.,

3., . If we were at ‘or near the’ sub31stence level with respect to
food, clothing, and shelter, postilence and starvation would result from
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our present struggle between groups for higher money incomes, Such internal
strife is possible only where there is a sufficient store of life!s neces-
sities to tolerate the luxury of strikes, production controls, - &nd market
controls, Should be dissipate our wealth by refusing to produce now in order
to get a price structure tlat immediately yields the greatest return for
certain groups at the expense of others? What do you think? It ismy
thought that if "We Face the Future!" squarely, we must admit that our present
economic policy, if continued too lbng, will impair or might result in a
breakdoym of our productivity. In a sense, therefore, we are eating our .
seed cofn. - I

. INDUSTHY'S EFFORTS TOWARD SELF-REGULATION AND CONTROL

E. B. McNaughton, President
First National Bank
Portland, Oregon

In 1776 when Adam Smith published his book "The Wealth of Nationst
in which he developed the theory of laissez faire, he set forth an economic
philosophy which was made to order for ‘mericans. It appeared at a time
when the Colonies were fighting to get free from the thraldom in which they
found themselves as a result of Fngland's ruin or ruined policies, policies
vhich grew out of the economic theory of mercantilism or statism in which
a state runs buginess for the Nation or Bmpire. No matter vhat Sam Adams
and other politicos might have to say about ™o .taxation without representa-
tion," the businessmen in the Colonies wanted first and foremost to be -
quit of English interference and to run their own affairs in their own way.
If laissez faire meant that — they were for it. When they found such to
be the case they accepted the philosophy hock, line and sinker. - '

And when Thomas Jefferson postulated that the best government is a
government that governs the least, his words were sweet music to their ears.
What those early Americans feared and what businessmen since then have
struggled against 'is too much government mixed with their affairs. It was
their belief and conviction based on Adam Smith's thesis, that competition
and not governmental controls should be depended upon to bring fair prices,
and low rates and produce good service. Regulatory legislation even for
industries affected with the public interest did not have a chance of favor-
able public interest or support until at least a century after the first
enunciation of laissez faire. : IR

During the first half of last century our economy mas agrarian and
centered for the most part in the southern states with political leadership
largely drawn from those states. Such industry as existed was small scale
and because of water power and easier access to coal fields it was largely
located north of the Mason and Dixon line, With the outbresk of the war
between the North and the South, great industrial changes came to pass from
the impact of the tremendous demands of the Union Armies for all kinds of
military supplies plus the enormous profits made by the industrialists, who
furnished those supplies., Industry, from then on, started its trans-
formation into larger and larger units and the economic picture of the |,

132



country underwgnt a fundamental change. Parrington, in his book "Main.
Currents in American Thought" graphically described that transformation in
these graphic wordss

"This bustling America accounted itself a democratic world. 4 free
people, as a result of war, had put away autocratic privilege (as it
had developed in the South) and conscious of its power went forth to
possess 'the. last frontier!.  Its social philosophy was sumedup in ..
three words, — pre-omption, exploitation and progresss Its immediate
and pressing business was Yo dispossess the government of its rich
holdings; - lands and possassions. of the government werc so much idle
waste, untaxed and profitless; . in private hands (and free of govern-
ment control) they would be developed —— pre-emption meant exploita-
tion, and exploitation mesnt progress. It was a simple philosophy
and it suited the simple individualism of the times, The 'Guilded
Age! (so-called) know nothing of enlighbenment.. It recognized only
the acquisitive instinet (and, I might add, in its most rugged and
ruddy aspects) - The Great Barbecue, (as Parrington described it)
was ons It was a huge feast to which all presumably wers invited.
Not quite all, to be sure: inconspicuous persons, those who were
at home on the farm or at work in the mills or offices wcre over-
looked, a good many indeed out of the total number of the Amerigan
people, But all important persons, such as leading bankers, promoters
and businessmen received invitations - it was & splendid fcast -

the largest portions were served to the favored interests. These
loudly proclaimed a fine democratic pringiple, that which belonged to
the people should be ehjoyed by the people - = = ~ not with bureau~
cratic restrictions ——- not as a social body —= but as individuals,
free citizens using, whet came to hand for their own private needs with
no questions asked, It was sound Gilded Age Doctrines Co

"This was liasscz faire raised to the tinth degrees It Was:every :
man for himself and the Devil take the hindmost. However, while the
tide was running full and business was rolling ahead, trouble spots
soon appeared. Came the Credit Mobiliér, the Whiskey Ring.scandal »
.and divers other disconcerting qxposés. The doctrine of preemption ..
and exploitation was reaching its harvest. fithin the next half
century America with its heritage of crude energy — greedy, lawless,
capable —- was to be transformed into a vast middle class land dedi-
cated to capitalism and creating the,greatestxmachine-order known to
history. It was an America to which Jefferson, Jackson and Lincoln
would be strangers,!

Acting under pressures from the farm group which had become alarmed
at the trend and disturbed as to what it meant to their well-being. Congress
in 1887 passed an Act to Regulate Commerce, one of the first slow-down
signals on the broad highway over which free enterprise was driving full
tilt with no spced laws, and in 1890 the Congress enacted the Shgrman Anti-
Trust law, which, after a long legal controversy, was declared by the United .
States Supreme fourt in 1897 to be valid, ' A siall beginning also was made
in the first stages of regulatory tontrol of Utilitics, principally Railroads.
which for years had driven the grangers to desperation by opprcssive and
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arbitrary rates and policies epitomized by Commodore Vanderbilt'!s "the
public be damned." : '

In this begimning of governmental control the principle was laid
down that businees was not to be allowed to run regardless of the public
interest and that it must recognize the obligation to serve and that the
service rendered must conform to certain minimum standardsof quality and
that the rates charged mist be reasonable and equitables Then it was
that government took initial stand on the‘issue of control of the enter—
Prise system. It was a decided change from Uncle Sam's previous rol= of a
benign Santa Claus, for old Sam put on the badge of a traffic officer and
started to regulate industry and commerce. Since then there has been a

continuing and marked irncrease in the scope and character of governmental
control of business, ‘ o

In the early days of American business it had been believed that
free competition could and would produce fair prices, insure quality of
service and regulate rates, but as time passed and business burgeoned, it
came to abhore the idea of free competition and did everything it could
to eliminate its prophylactic possibilities, It was then that business

~ turned to the organization of pools, trusts, and finally cartels to regulate

production, maintain prices, control markets and emasculate competitlon,

In a profit economy no other consummation was possible for after
the free supplies of the Great Barbecue feasts were preempted the struggle
came to maintain one's position at the table and, if need be, crowd out
obnoxious competitors. Patent controls, price fixing through restricted
retail outlets, agreements to refrain from raiding a competitor's
territory in return for marketing privileges in onets own chosen area,
refusal to make available essential machinery except under leasing arrange~-
ments, which contracts stipulate operating conditions, these are but a few

of the methods ‘business capital used and still uses to protect its market,
its prices and rates., ‘

With the emergence at the beginning of this century of great mass
production industries, competitive pressures became even more intense and
explosive, &nd those tremendous producers with their great pools of capital
and superb management skills have expsnded until, to quote the Brookings
Institute statistic, 80% of the commodities manufactured by mass industry
are today produced by 20 great organizations. o ‘

What I have said thus far is not meant to unequivocally condemn
business. My remarks are intended only as bold brush strokes hastily

put on canvas to picturé in a graphic way the present status of business

operating under a so-called free enterprise systems, not only business in -
this country but in every industrialized nation.

lMass production organizations today appear to dominate that picture
because of their conspicuous size, but they have made available a tremendous
quantity of material goods, most of which is good quality, and this great
volume of standardizeéd products has made possible a steadily reduced price
level, for low prices make available enlarged s=les, Because it is large
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it must not be assumed that big business monopolizes the country's employment.
In a total national labor force in 1940 of 27,541,243, 40% of the employees
were in plants employing 99 men or less, 29% were in plants using 100 to 999
employees and only 30% of the total were working in plants using more than
1000 persons each, - ' - :

As American business took on stature and came to use more aggressive
tactics, American labor was compelled to organize for its own protection.
The Union movement grew slowly under great handicaps but eventually and in a
large measure as a result of the boom and depression of the 20's and early
30's (the greatest in world history), a cycle vhich shattered national morale
and created suspicion in the ménds of the middle class as to the proclaimed
benefits of unrestrained competition, labor was given a legal status far
exceeding anything it had previously, held, with the result that today it is
wnited in strong blocs and confronts mass production industry with demands
for rights to audit accounts, examine balance sheets and perhaps to supervise
its other policies, This, to put it mildly, is vastly disturbing to business
capital and management. . o e

There is much to say for the businessman and his ventures. He is not
the calculating, predatory villain leftwing periodicals depict him, As the

plant employment statistics I just read indicate, for the most part he is a
gmall businessman or group of stockholders operating a small business. He

tries to keep closé to his men, or did before labor legislation interfered,

and he wants to do the best possible for them in order that he and they stay
in buginess. He belongs to local chambers of commerce and trade associations.
He tries to keep in touch with economic trends and market developments, but
with OPA regulations, high taxation, reconversion problems and the labor laws
to harass him, he has small time to thirnk about anything other than keeping
his business golvent and going. SR

~ No business can succeed which is ruthless and indifferent to the pubiic
and labor!s well-being. To succeed it must make a product or offer a service
of quality at an acceptable price and back up its of fering with a record of
fair treatment to the trade and to its employees. Otherwise it cannot ‘
continue. Those intangible essentials are items which are lumped under the
heading of "good will," an item which seldom appears in todayt!s acoounting
as an asset entry on the balance sheet of business. But it is an asset and
a valuable one, Businessmen are not congenitally evil. They want to do the
fair and right thing but they are part and parcel of a system based on profit,
a system which operates only if a profit is produced. If there is no profit,
there are no jobs except for the staff of the bankruptcy court, Competition
today is tough and savage, not only between producers of similar commodities
and services but between organized capitalized business:.as opposed to the
rapidly expanding cooperatives, both of producer and consumer types the
competition of one raw material versus another for public acceptance, such
as wood versus steel, and steel versus light metal alloys; there is cartel
against cartel fighting for control of the world market and finally there
emerges the possibility of a contest between industry in countries which
base their economy on private enterprise versus. state-ovmed enterprise
operating under a communistic philosophy.
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Despite the fact in past history that in certain present day situa-
tions business appears to be heedless and blind to its own best interest,.
it has in recent years endeavored to regulate its operations in a way that
will work for ‘the public interest and for the gcod of its employees.
Evidence as to this is seen in the great good accomplisihed in accident
prevention, in bonus payments %o those whc remain on the job and who 1mprove
their hourly production, pension plans, health and hospitalization in-
surance, stale uncmployment programs, which first came from the joint
demand of business and labor; also as with Proctor & Camble, to give a
guaranty of minimum annual employment to labor. But of late government,
instead ‘¢f business, has taken the leading position in ‘the promulgation of
programs which, in the first instance often were originated by business-
men and today the government is planning to move even further towards the -
.. control of such corrective and regulatory activities as federslly sponsored
' health and hospital insurance, legislation for Federalized medical care,
and the bill now before Congress which has for 1ts object a Full Employment
program, :

Since Unions strengthened their legal status and grew in numerical

- strength it has become well nigh impossible for an empleyer to take any
position in the policies for his labor, no matter how beneficial they might
be, and this is 2specially true when his plant is unionized, Such a
business cannot instigate a policy of labor management, which in all
sincerity it may feel to be of benefit to its employeess It can deal only
through representatives of the shop union and as a result management has
been forced into a defensive position and labor has taken the offensive,
The John Does and the Joe Doakes, and all the rest of us in thé middle of this
.scrap, are questioning the merit of some of this flght for the public

- finds itself in a squeeze between two great contending powers. It feels
that its interest is not sufficiently recognized nor safeguarded. Some-
thing eventually will be done to bring a balance for the public will demand
- ite When that debate begins in Congress and corrective legislation results,
it is hoped that the outcome will be the product of fair and. open~minded
consideration and not tinctured with spleen, 1In the beginning the pendulum
swung too far to the right and stuck there too longe Now it has gone far
to the left. For the good of the country and all of us it must be brought
to a sane middle position so that progress w1ll continue,

MONEY AND FISCAL POLICIES

: : : Es L. Potter, Chief,
Division  of Agricultural Economics,
and Frofessor of Agricultural Economics,
Oregon State College

The keynote of our conference is "Dynamic Factors Affectlng Agri-
‘cultural Fconomy." The dictionary defines the word "dynamic" as “having to
do with disturbances of the equilibrium of economic forces, whether caused
by the sudden introduction of exceptional conditions or by progressive
change in the standards and habits of a people." In light of this definition,
a change in the supply of money in the United States from 67 billions to
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: 164 billions in five years is certainly dynamic; while the change in our
mechanism for the control of the monsy supply might be described in more
colloquial language, not merely as dynamic but "full of dynamite."

Dr. Deloach has rightly deéignated "price" as the hub of the economic
wheel. Money is a spoke in the wheel of which price is the hub,

The buying power of money, like the buying power of any other
commodity, depends upon supply and demand. Too often we have overlooked
this fact, When we try to forecast the price of wheat, we always study ,
the probable supply and demand for wheat, but we overlook possible changes
in the supply of money. We are quite alarmed over the fact that the pro-
duction of our farms has increased 30 percent in the last five years, but
ignore the fact that the supply of money has increased not 30 percent but
300 per cent. Suppose that the supply of wheat had increased by 300 per-
cent, and suppose also that some new chemical process of growing wheat had
been discovered whereby wheat could be grown in indef{inite amounts without
soil and with small expense, And suppose Congress controlled the patents,

The indifference of the American businessman to monetary matters in
the past may be justified or at least excused on the grounds that monetary
changes have been so small and so slow that the businessman has found it
expedient to direct his attention to other matters of more pressing im-
portance. As applied to the past, that point of view might be'accepted,
at least with reservations, but for the present and for the immediately
foreseeable future, it must be challenged and I am challen ging it here
today. . '

Right now, changes in the supply of mohey are more important to
agricultural prices than anything that is likely to take place within the
field of agricultural production’ or consumption,

These monetary problems which have suddenly become of so much con-
cern to the businessman are not only new but they are difficult to under—
stand. The difficulty of the task, however, does not lessen its necessity.
A full understanding of change involves consideration of three thingss
the past, the present; and how the present was evolved from the past. I
shall therefore take a few minutes to outline soms past history and back-
ground which are pertinent to the problem as ‘we find it in January of 1946.

From the damn of history down to about the time of the American
Revolution and the Napoleonic wars, the common money of the world was
. 'gold and silver, These metals were valued on the basis of their market
price as metal.s They were commonly made into coins’'of various kinds but
coinage merely measured, with more or less truthfulness, the woight and
fineness of the piece of metal coined, In all cases the value of the
money was the value of the metal and not the printing on its surface. The
amount of such money available was dependent entirely‘upon the guccess of
miners in finding workable mlnes.

Beginning about the time of our Revolutionary War we find credit
money coming into use, By credit monsy we mean promissory notes or
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similar credit obligations that are used as money. Very early some important
things were learned about credit money. Promissory notes or other credit
obligations, if to serve as money, must meet three qualificationss (1)
payable on demand, (2) payable in convenient denominations,.(3) have a

credit standing sufficient to make them generally acceptable throughout

the country., These qalifications are still necessary if credit obligations
are to serve as:money,

People found credit money convenient and preferred it to gold or
silver for most transactions,

Finally banks learned that this preference for credit money was so
great that they could safely issue more promises to pay gold on.demand than
they had gold in their vaults, provided, however, that this credit money
was not handed out miscellaneously but was loaned; that is, issued in return
for well secured promises to pay it back to the issuing bankse This point
of loaning credit money instead of handing it out promiscuously cannot be
emphasized too strongly, since it is the cornerstone of all sound credit
money. o : :

' As credit money became more popular the amount.of gold necessary
became less. First, about one dollar of gold to five dollars of credit
was enough, and finally around one dollar of gold to ten dollars of credit.
These ratios were found to be sound banking policy. Some bankers, however,
did not follow sound policies or even honest policies, so governments
stepped in and more or less regulated the ratio of credit money to gold in
ordér to keep the ratio within the limits which banking practice had proven
to be sound, This was the approximate situation in the United States and
in Europe prior to 1933. o :

This credit money was payable in gold on demand, In the United
States up to 1933 one dollar in credit money could be exchanged for 25.8
grains of gold or vice versa, We spoke of this free exchange between gold
and credit money at a fixed ratio as being "on the gold: standard.® To the
man on the street it meant that he could use either gold or credit money
as he preferred, T :

. Meanwhile two forms of credit money came into use, both conforming
to the requisites of good credit money but differing so widely in their
mechanics as to be very deceiving., I refer to bank notes and bank deposits.
Bank notes are simple printed promissory notes payable to the bearer on
demand., We ses these every day in the form of Federal Reserve Notes, our
most widely used paper money, At one time all banks issued this type of
bearer demand notes, but in recéent years only the Federal Reserve Banks are
permitted to issue them, : :

The other form of c¢redit is bank deposits. When the customer puts
into the bank a check, currency, or his own note, he calls this a "deposit."
In return the bank gives him a "deposit slipe" This deposit slip looks
like a warehouse receipts It says that the customer has deposited such
and such items. In the eyes of the law, however, that deposit slip is
equivalent to a sort of promissory note from the bank, which if written
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out would read like this:

"Bank of Corvallis hereby agrees to pay'to the wrltten order of
John Doe any amount or amounts up to a total of the amount deposited; said
order of John Doe to be in writing and signed with the same signature as .
the signature néw on file in the offices of this bank, Payments to be
made in any kind of lawful money of the United States that the payee may
demand M .

This promise would not only be signed by the proper officers of the
bank buti would be endorsed and guaranteed by the Faederal Deposit Insurance
Corporation. There is, of course, no such document in existence but its
provisions are sll in the Statutes, Furthermore, the instant the bank fails
to make good on a single such promise, its doors are closed and its affairs
llquldated. ' ‘

Be31des the banks, the government also issués credit money. Some
of this government credit money are simple promissory notes payable to the
bearer on demand. Some of it does not appear‘to be any kind of promise
to pay, yet such is actually the case, The law requires that the government
exchange one kind of credit money for another at the request of the customer,
Thercfore, even the silver dollar becomes in effect a promissory note. The
silver metal is not worth a dollar but the government will give the holder

a dollar in any kind of lawful mon ay he wishes,

The Federal Reserve Banks issue beoth bearer notes and dxp031t slips
and exchange one for the othur on rbquust of the customer.

How did all of this creqlt money originate? In the beginning gold
and silver were put into the banks in. exchange for bank notes or for the
promises of the banks to honor checks, From there most of the gold went
into the United States Treasury in return for various kinds of credit money,
Then customers began depositing notes and bonds in exchange for credit
money, and now the amount of credit money that has been issuéd in exchange
for notes and bonds is about ten times the amount that has been issued in
exchange for gold or silver,

You should remember, however, that in the beginning the banks owned
a very considerable amount of our supply of gold and silvera. This has
been exchanged for government credit money but it gives the banks a nucleus
which they own and which they do not owe to their customors. This nucleus
owned by the banks is the cushion or reserve which ke aps the system in
balance and guarantees the payment of the credit monay.

Most deposits are merely exchanges between the customer and the
bank of some kind of money which the customer does not want for a kind
which he does want, which is, in this case, the promise of the bank to
honor his checks. In such deals ®"nothing new has been added." ' On the
other hand, when the customer borrows money from the bank, he deposits
his note. He does not usually think of it in that way but his deposit
slip will show that he deposited a note and not checks or currency. In
return he receives the same unqualified promise to honor his checks as
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if he had deposited checks or currency. We note that all alleged. resemblance
between a deposit slip and a warehouse receipt disappears right here. The
last thing the customer wants is for the bank to hand back his note.

The important point of this transaction is that the bank!s promise to
honor checks is money, whilc the note which the customer deposited is not
moneys, The customer'!s note is not money because it fails to meet our
three basic requirements for credit money; that is, (1).it is not payable
on demand, (2) it is not of convenient denomination, and (3) it does not
have sufficient credit rating to make it widely acceptable throughout the
country. Through this exchange of credit we have, therefore, brought into
existence new bank deposits which were not in existence before,

This new money is taken out of existence by the reverse process;
that is, by.the payment of the customer's notec with a check, This is a
mere cancellation of debtse The customer gets released from his obligation
to pay the bank by releasing the bank from its obligation to honor his
checks., Both debts are wiped off and cease to oxist, '
) This technique of issuing and retiring credit money is known in
economics as "the banking principle", in contrast with tho Wcurrency
principle" in which the government merely hands out paper money in payment
of currcnt expenses and without any provision for its repayment or re-
tirement.,

So far, I have been dealing with conditions as they have existed,
with minor modifications ever since the Civil War. Now for the significant
recent changes., '

e went off the gold standard in 1933. Gold was taken out of :
circulation and credit money was no longer exchangeable for gold, These
changesin the mechanics of our monctary system are of far—reaching importance,
They are dynamic. Let us study them with care.

First, the money of the United States is today one hundred percent
credit money and nothing else, It consists entirely of promises to pay,
either in the form of printed notes payable t6 the bearer, or as obligations
of banks to honor checks. It is credit money issued in part by the govern-
ment, in part by the twelve Federal Reserve Banks, and mostly by the -
14,000 commercial banks of the nation under state and feder:zl supervision,
This credit money is good moneys, It will pay any debts and it will buy
anything that is for sales The fact that our money is good money, yet
entirely credit, drives home the fact that money is not wealth, although
it does enable the man who has it to take wealth away from the man who does
not have it, _

A change from 90 percent credit money to 100 percent credit money
would not be so significant were it not for the fact that when it becomes
- 100 percent credit, there ceases to be any physical limit to the amount
of money that' can be crecated and put into circulation,

Prior to 1933 our credit money was interchangeable with gold, and
years of banking experience had demonstrated that in order to keep it
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1nterchangeab1e the amount of credit money could be allowed to be more
than about ten times the supply of gold. The supply of gold, in turn,
was a physical quantity and could not be altered by law, policy or ad-
ministrative order, The only way it could be increased was to dig it
out of the earth, providing you could find it, Now that our money is, .
all credit and not interchangeable with gold it can be increased or
decreased in any desired amount and without any limitations whatever,
This is the dynamic and revolutionary thing we face today. Its impli-
cations are 1mmeasurable. -

I am aware that the Federal statutes still 1limit bank reserves in
terms of the gold supply, but that relationship is not determined by any
economic or physical law and can therefore be changed at the will of
Congress., Congress might as well say that the bank reserves should be so
many times the distance from Corvallis to Portland,

Has Congress abdicated its constltutlonal powers to coin money and
issue bills of credit? Most emphatically ®no"}{ It is true that the banks.
issue most of our credit money but only under the authorization and 1limi-
tations as set forth by Congress. The Bureau of Printing and Engrav1ng
also prints credit money but only as Congress authorizes, Congress,
therefore, still retains its full constitutional rights but having once
broken away from the timewhonored custom of making our credit money inter-
changeable with gold, there are no limitations to the amount of roney
Congress may authorlze but its omn free will and good judgment.

Our banking reserve system is too complicated to discuss here, and
even if there were time, the technicalities are not importante The
important thing is that the Federal Government through the reserve systen,
controls the ceiling on the amount of credit money in this country and
that ceiling may be*indefinitely raised or lowered by Congress as it sees
fit, In fact the Federal Reserve Board may raise the ceiling to four
times its present level or reduce it to zero under authorlty of existing
statutes. :

Most of us are aware that the Federal Reserve Board has the power
to change the reserve requirements of our banks within certain limits,
Only a few technical students of mohey and banking know that the Federal
Reserve Board can change the actual amounts of reserves which our banks
have on deposits with the Federal Reserve Banks and to increase or de~
crease these deposits practically without limit. This is done through
a bit of monetary sleight of hand known as "open market operations.® It
is done with government bonds, It is not new but until the war the Federal
Reserve Banks never had enough government bonds to meke it effective., Now
it is all-powerful.

While discussing reserve, let me pay my respects to the so-called
"100% reserve plan." It is easy to quibble about the word "reserves",
but as the man on the street understands reserves, there are no reserves
behind our monetary system except the good sense and Jjudgment of the
American people as effectuated through Congress and our elected officials.,
Basically there is no other reserve, either 100 percent or one percent,
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The. term "legal reserves" as it.is used in banking circles is. a technical

legal term, and refers to the mechanics whereby the government puts a _
celling over our money supply, Cutting through all of these tedwicalities,
the important point is that the ceiling on our money supply is established -

by the government and at whatever point the government wishes, ‘

8o much for the ceilings Now for the floor, The floor under the
amount of credit money in the United States is the amount which bank
customers are willing to borrow and which the banks are willing to lendy
Up to the depression bank credit always tended to approach the ceiling.
During aﬁd following the depression years bank customers got scared, and
from the depression to the war, bank deposits were consistently far belew
the legal ceiling, ' . ' L

Then came the War an@ with it the astonishing spectacle of one
customer of unquestioned credit rating borrowing from the banks, sums
that by all-previcus measurss are astronomical, and at interest rates that
seem infinitesimel, I refer, of course, to the United States Government.

In ten years, that is from 1936 to 1945, the borrowings of the
Federal Government from the banks of this country have increased from 14
to 94 billions, while in the same time the borrowings of all other _
borrowers than the government have increased from 30 to 36 billions. Prior
to 1930 it was rare for the banks of the country to have more than ten
percent of their loans and investments in government securities, It now
averages over 70 percent,

Here again there is more than at first meets the eye, As I have

already pointed out, the volume'of bank deposits has always depended upon

the amount which is borrowed from the banks, but the total borrowings were
made up of so many different loans that the effect of the borrowings of

any one customer on the total deposits was infinitesimals Even the loans
of any one bank made no measurable effect on the total, Some bank operators
who limited their observations to their own bank would argue that there was
no relation between loans and deposits, -

Now, however, we have this one borrower whose borrowings are so
large that they determine the total volume of deposits.‘

I have already pointed out that the government controls the ceiling
on bank deposits. Now we see that as the big borrower the government also.
sets the floor, Therefore, the government now has full control over the
amount of bank deposits in this country, and sincée paper money and bank
deposits are interchangeable at the option of the customer, control of
bank deposits means control of our entire money supplys - X

This control is not exercised through rule or regulation but by .
controlling the amount which the government borrows from thé banks. Right
here is where trouble startss The government does not borrow money from
the banks merely to increase bank depositse The government borrows from
banks the money which it wishes to spend and which it does not wish to
obtain in any other way. ' DR
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The monetary policy of the government is therefore controlled by -
its fiscal policy. In the thinking of government officials, the effects
of monetary policy upon the economic welfare of the nation is completely‘
overshadowed by the needs of the government to borrow money,

Bank deposits have trebled since our defense program began. We say
that the government has the authority to limit bank deposits. Then why
not do so instead of trying to hold down prices with the OPA 1n the face
of all this increase in money?

There are very few gOVernment officials who do not look upon this
increase in bank deposits with great misgivings, but in order to prevent
it the government would have to berrow less from the bankse In order to .
do that, it would have to either spend leass or tax morei When Wekhington,
D¢ C. faces the choice, it lets bank deposits climb as fast as they will,
This does not imply any criticism. You and I would vote that way. The
point is that the amount of our bank deposits and of all kinds of our
money is now completely at the mercy of the needs of the government to
borrow from the banks,

Many economists both within and without the governmen® have long
advocated a "menaged" currency in which the amount of money would be
adjusted to meet the economic needs of the country., Many New Deal officials
have been working for twelve years to reach this goal, Now, however, when
the goverrment actually has the money supply of the country completely
under control, that control is being used, and apparently must be used, to
enable the government to borrow money rather than used to provide the
country with an adequate and proper amount of money for the transaction of
its businssse-

‘ The amount of money in the United States has'increased during the
War until it is far greater than can be used in transacting our business
~at current price levels, This excess of money is exerting a terrific
inflationary pressure that threatens to break forth in an orgy of price -
increases in spite of all the efforts of the OPA.

But are the people of this country willing to balance the Federal
budget so that the government will not have to borrow more and more from.
the banks and thus inflate our money supply more and more? 8o far the
answer has been an emphatic "No."® We all give lip service to the idea of
controlling inflation but we are not willing to pay the one and only price
and that is to balance the Federal budget,

There is no new principle involved in this present situatiom., The
new thing is that government borrewing from the banks has grown to such
proportions that it now controls the money supply of the country. During
World War I government borrowings from the banks increased by six times,
but at the peak never amounted to more than 30 percent of the total oute
standing bank eredit.

Now, however, government borrowings made up 70 percent of the ovute

standing bank credit. During this war, therefore, the Federal government
has come into complete control of our banking and monetary system but
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simultaneously has become the chief borrower. Now since we are off the
gold standard, this chief borrower can borrow unlimited amounts with no
restrictions but its own will and Jjudgment.

What are some of the practical implications of the developments
which I have outlined? Here are twos First: Increased government bor-
rowing from the banks means more monetary inflatione These increased
borrowings may come about through failure to balance the Federal budget
or by the sale of government bonds by private individuals and corporations
to the banks. As citizens exerting such pressures as we can upon our law-
mekers, these points cannot be overlooked, . : ' '

Seconds With 70 percent of our bank lendings going to the Federal
government, we can fprecast the trend of bank deposits to the extent that -
we. can forecast the trend of government berrowings from the banks..

The.importance of our money supply to our economy does not require
emphasis with this group, It requires so much money to' transact the
business of -the country at the current volume and at the current price
level, Any more than that is superfluous and either reflect itself in
higher prices or will remain relatively idle. Just now the OPA is holding
down prices, so'we have much money that -is inactives o R

We are told of the danger of spiraling prices but prices cannot
spiral except in the presence of more money than is needed to transact
our business at present prices, How long the OPA can hold the present
level of prices against the pressure of our present large volume of
moneyy only time will telles The hope is that our volume of business
measured in goods may increase to the point where we need all of our
present money supply. "

So far I have discussed this matter in rather general terms. Now
I would like to present a table which will show what all of this means in
dollars and cents., It will show you our money supply over a period of
thirty years and the assets which are behind that money sSupplye
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THE MONEY SUPPLY OF THE UNITED STATES
| AND SUPPORTING ASSETS |
Year  MONEY SUPPLY ] SUPPORTING ASSETS

as of Deposits, paper - . Owed to ~ Owed to ~Gold -  Total assets
June 30th and coin ‘outside banks by banks by  Stocks'. against the
of banks . the public the govern- . money supply
(Billions) A ment L ' ! :
1914 20 v 20 P 2. 23
1915 S 2 g : 21 1 2 24
1916 25 24 1 R 27
1917 ' 29 o7 2 3 32
1918 32 . 28 4 3 35
1919 . 37 : 31 6 3 40
1920 - 42 s 37 5 3 45
1921 39 35 5 3 43
1922 41 35 6 4 45
1923 b4 - 38 6 4 48
1924 47 40 6 4 50
1925- 51 43 © 6 -4 53
1926 .53 46 6 4 56
1927 55 48 6 5 - 59
1928 57 : 52 6 4 62
1929 o 57 . 53 6 4 - 63
1930 58 53 6 5 64
1931 55 48 7 5 60
1932 47 37 9 4 50 .
1933 . 43 32 10 4 46
1934 47 : 31 14 8 53
1935 ' 51 30 17 9. 56
1936 57 . 31 20 11 62
1937 , 59 . 32 20 12 64
1938 , 58 31 19 13 . 63
1939 62 31 21 16 : 68
1940 67 32 22 20 T
1941 75 34 26 23 83
1942 , 83 34 33 23 90
1943 112 30 65 22 S VA7
1944 138 33 91 S S
1945 164 36 116 20 17

NOTE: The excess of assets over money supply represents a rough approxi-~ -
mation of the liquid capital of banking system available as an
additional guarantee against the money supply., The actual excess
1s somewhat larger than these data would indicate since the data
on paper money and coin are based upon the amount issued and do
not allow for money lost or destroyed.
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In conclusion and summary let us again review some history. For
hundreds of years the only money was gold or silver and the amount of money
was measured by the amount of gold ard.silyer we could dig out of the
grounds Then followed a century or so when this gold and silver was supple-
mented with credit money, but the credit money had to be kept: within certain -
well-known ratios to golds The total volume 'of money was, therefore, st111
determlned by the gold supply and not by government policye.

+

In 1933 we cut loose from gold and for a few years our monéy supply.. . ..

was floating between the amount which business desired to borrow from the
banks and the amount which the government was willing to permit it to -
borrow, This was supposed to be a ™managed currency" in which-the amount «::-
of money was controlled by the government with a view of adjusting the

total amount to the business needs of the country. It did not work, howevery
since the public was not willing to borrow enough from the banks to bring
the money supply up to the desired level., Now the amount of money is
governed by the amount which the government wishes to borrow, or needs to
borrow, from the banks.

Unfortunately the amount of money which we have to transact our )
business is not manasged with a view to meeting that need but is completely -
at the mercy of credit needs of the Federal government; that is, the - R
amount of money which the government wishes to spend in excess of the
amount which it raises from taxes or can borrow from non-banking sources.
Under our present system there is no limit to the amount which the govern-
ment can borrow but its own judgment., In our political thinking and in
the planning of our private bu51neSS this new situation cannot be over-
estlmated.- :

In our politiCal thinking we must face frankly the fact that the
government c¢an inflate our money supply just .as easily by depositing bonds
in the banks as by printing demand notes which we call paper money., We
must face the fact that if we vote more appropriations than we vote taxes
the cdeficit will be raised by this inflationary process which we have been
describing. :Our money supply and our government debt are now so closely
related that they must move together. We Just cannot make them move in :
opposite directions much as we might wish to do so,.

In our private business we ‘may count on a money supply that will
move up or down as the government debt moves up or down, The present ‘
money supply. will be reduced if the government debt to the banks is reduced. -
The money supply will remain constant if the government debt to the banks
remains constant., The money'supply'w111 increase if the government debt
to the banks is increased, S

It is not my purpose. today to forecast the trend of government’ debt
but it is my purpose to point out that whatever is the trend of the govern—
ment debt, our money supply goes along with it. :

. Loob
Fes

The discussion so far 1ndlcates e very definite danger of further
monetary inflation. That danger cannot be denied, On the other hand there
is a very favorable side to the picture and that is that the danger of
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deflation is reduced to 2 minimum. We might even say that that danger is
entirely absent. That is a very great change from the situstion that.
existed at the close of World War I. At that time our money supply had
expanded to the absolute limit of our gold supply and deflation was in- -

' evitable unless we were to go of [ the gold standard and we were not in a

(53

frame of mind to do thate The effects of that deflation still burn in

our memories, but it cquld;not have been avoided with the monetary system

then in use.

. Under our present system of 100 percent credit money, and ‘such
deflation as occurred in 1920 is not only unnecessary but highly improbable,
For that we can be truly thankful.

_ In-the beginning of my discussion I said that changes in the supply
of money are now more important to agriculturel prices than anything that
is likely to take place within the field of agricultural production or
consumption. Now; may I give my reasons for that statement, They are
these: Any changes which may take place in agricultural production must
be within definite physical limitations, such as, acres, soil,. climate,
and manpower, = Any changes which take place in the consumption of agri-
cultural products must be within the physical limitations set by.the

number of people to be fed and by their nutritive needss

When our money was on the gold standard, any changes in the total
were limited by our ability to find and mine gold, Under our present
monetary system, however, changes in the volume of money are without any
physical limitations whatever, Our money supply is limited by the good
Sense and judgment of our government, and its ability to resist the
temptation to finance its needs by the easy method of depositing bonds in
the banks rather than through the harder method of taxation.: .

' FEDERAL ECONOLIC LEGISLATION

Federal Programs as an Aid to Postwar Agricultural Readjustments

Jesse We Tapp, Vice President,
Bank of America, San Francisco, California,
Formerly Assistant Administrator,
Agricultural Adjustment Administration

The underlying thems of tpday's discussion is "Adjusting our economy
to meet new problems." This is a challenging subjects Tt is one which
does not lend itself to simple formulae, dogmatic answers ‘or permanent
solutions, The new problems are ever—changing. The adjustments must there-
fore be flexible in character, ' F ‘

What will be these "new problems" of the postwar period? Most of
us are familiar with the character of the problems which American agri-
culture encountered after World War I. Some of the more important could
be catalogued as follows:
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l, A drastic shrinkaze or loss of wartime export markets,
2.. A collapse of wartime price levels for farm productss,

36 Ailégacy of greatly expanded debts incurred by fafmers under the
-~ stimulus of high prices and an optimistic view of future price levels.,

4.' The tendency of farm production to continue at the high level attained
during the war long after the wartime markets had largely disappeared.

5« A tendency for production and marketing expenses to remain high in
spite of the sharp decline in prices received by farmers,

Whether we regard these as the farmers! postwar problems or merely
as symptoms of the broader economic aftermath of World War I, there can be
no doubt of their reality as grim facts which farmers faced through the
nineteen twenties. ‘Then to this list was added the complete domestic economic
collapse of the.early nineteen thirties which engulfed not only agriculture
but the entire economy. '

!It is important that we not confuse the immediate postwar read-
Justment problems with those of the .great depression of ‘the early nineteen
thirties. Tt is well to remember that after a sharp but temporary in-
terruption in 1920 - 1921, a decade of relatively high industrial activity
followed the close of World War I, and that all of agriculture was not in
acute difficulty all of the time during that decade, although it was a
trying time for most farmers who entered the period with substantlal
indebtedness, .

Most students of the readjustment problems which farmers face at
some time in the postwar years ahead:would list as potential problems the
same factors which have been enumerated for post World War I with one
very important exception, So far - and I call your attention to the
limitation implied in the words "so far" — farmers have generally utilized
their improved wartime incomes to reduce their mortgage indebtedness and
strengthen their liquid financial-reserves. But the pattern of increase
in farm land prices has been quite similar to that of World War I and there
is still the necessity for great caution in order to avoid the repetition
of this major error on a substantial scale, This is particularly true
with respect to the purchase of .farms by veterans and former war plant
workers in the next year or two.

In the months ahead it appears probable that the foreign relief
demand for food and fiber will tend to maintain a high level of farm
products exports. But this demand will eventually decline as transport
facilities are restored and as the local food production -and distribution
facilities of the war devastated countries are returned to more normal
levels. Once the acute relief stage has been passed it is to be expected
that most foreign countries will prefer to use their limited dollar re-
sources primarily for the purchase of much needed machinery and equipment
for the restoration or modernization of their industrial plants and trans-< - .
portation, Such foreign demand for American farm products as persists -
after the relief period will, in all probability, be less urgent in character
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and less dependable as a continuous market,

This eventual decline in export markets for farm products will be of
particular importance to our producers of wheat, cotton, lard, vegetable
oils, rice, and certain fresh, dried and canned fruits. It is all the
more important in view of the established tendency of high agricultural
production, achieved during wartime, to persist long after wartime and
relief demands have changed,

There is little reason to expect that in general the farmers! pro-—
duction expenses and the level of marketing cost will quickly return to
prewar levels. Present indications, in fact, point to somewhat higher
prices for many of the durable and semi-~durable goods of the type which
farmers require for their farms and homes, All wartime increases in labor
costs have probably not as yet been fully reflected in higher prices, but
the evéntual effect of these increases is obvious,

But there are certain other factors in the immediate postwar situa- -
tion which should not be overlooked. The first of these is the tremendous
shift in population between 1940 and 1945, Total population increased by
7,500,000 between 1940 and 1945 but what is more important is the fact
that non-farm population increased by about 12,500,000, or more than 12
percent, during these five years, By 1950 a further increase of 6,500,000
is anticipated, much of which will probably represent a net increase in
non~farm population. Such shifts in population will inevitably be reflected
in a permanently enlarg 3d demand for the products of commercial farms,

A second favorable factor is the probability that domestic demand
for farm products will continue at a relatively high level during the
early postwar years. There is a tremendous backlog of demand for durable
and semidurable goods of the type which could not be produced in sufficient
volume during the war. What is equally important is the fact that this
potential demand is backed up by an enormous increase in the liquid assets
of individuals and corporationss Currency in circulation has increased
from about seven billion dollars to more than twentyw~eight billions. Demand
and savings deposits of individuals and corporations have more than doubled.
Large reserves have been put aside in war bonds, and individual debts have
been greatly reduceds This last, ths reduction of private and corporate
debts, is in striking contrast to the situation at the close of Torld War I.

Another factor which will help to maintain a high immediate level
of postwar employmsnt is the urgent demand for goods and services in
connection with the reconstruction of war—torn countries, May foreign
countries have substantial cash balances in the United States and others
will receive the necessary minimum of dollar-credits.‘ These balances and
these credits will be used largely for goods and scrvices, machine tools,
machinery, food, transport equipment, etc. Such demand will undoubtedly'be
important when mbasured against normal peacetime volume in many'lndustrles.,

It is p0551b1e, however, that these favorable factors may do no
more than provide a breathing spell of a few years during which farmers
may reappreise their postwar prospects and problems and also the measures
necessary to cope with than.
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In the period between World War I and World %ar II - 1920 to 1941 -

the Federal government ‘initisted a variety of new programs in behalf of a
distressed agriculture, In a brief discussion it is not possible even to
describe all of these programs, much less appraise their effectiveness in
the light of their objectives. These programs covered almost the whole
range of known possibilities ~ cash payments from the ‘Treasury, credit of
all types and varieties, adjustment or control of acreage or production,
marketing quotas, rejzulation of movement to maﬂket, stimulation of farmer
co~operatives, export subsidies, direct and indirect price fixing, govern-
mental gcguisition of surpluses by purchase or by loans at or in excess of
market .rices, diversion of surpluses into relief or by-product channels,
issuance of food stamps or food surpluses to low-income families, etc.
etc. Other types of programs emphasized soil conservation, crop insurance,
improved farming practiced, special aid to small or destitute farmers,
assistance to migrant farm laborers, purchase of farms by tenants, etc,
Durlng this period also rederal-state agricultural research and education-
al programs were greatly expanded with special attention directed to the
dlscovery of new industrial uses of farm products.

Since 1941 primary emphasis’ ‘has ‘been upon maximum food production
and the use of special devices to greatly‘expand the supply of those . -
products most needed, Nevertheless, most of the farm legislation passed
duririg the inter-war years is still in effect and the agencies which
administered the wartime programs have been charged with special re-
sponsibility for supportlnw farm prlcbs at 80 per cent of parlty through
1948,

As we face the early postwar years it 1s important that we adopt
policies which are best calculated to cope with the causes of recurring .
economic distress in agriculture. Unless basic troublkes are corrected
there is danger that large segments of agriculture will become increasing-
ly dependent upon government aid and contro} programs of one kind or
another. Such dependence would obviously not be consistent with the
‘vigorous type of agriculture from which _this nation has throughout 1ts
hlstorj galned much of its vitality.

What are some of the basic lessons to be 1earned from the past
twentyAflve years of experience, research and study of farm problems? What
to belearned frof the extensive experimentation with farm programs designed
to meet these problems? Without in any way attempting to .suggest final
answers to these broad questlons, certain observatlons are presented for -
consideration, : B

. Interdependence of farm and factory.

L The 1nterdependence of our modern economy has been amoly demonstrated
during the war, That a high level of consumer buying power is a stimulus

to food consumption has again been emphasized. In spite of certain short-
ages, the civilian population has been exceedingly well fed ~ better .fed
than in any previous period, in fact - that is, the over-all average, The
necessity of rationing changed many consuming habits, and while it had some
levelling effects, it also helped to change and improve the diets of large
segments of the population, After all, with blue points or red points
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limited, a great many people with enlarged buying power felt the necessity of
using these points for the purchase of products with which they were previously
not too familiar. Thus a wide distribution of income made for the greatest per
capita demand for food this country has known since it became primarily an urban
nation,

It has long been recognized that a prosperous agriculture is a vital factor
in the maintenance of a healthy market for a great variety of industrial goods.
It should be equally obvious that the economic position of the farmer, and
particularly the extent and stability of the demand for his products, is closely
dependent upon the status of the economy, as a whole. With general prosperlty3
a high level of industrial production and a wide distribution of consumer
incomes go a strong demand for farm products,

The farmers' first line of defense, then, is the maintenance of a vigorous
and productive economy in the nation as a whole., Farmers are vitally interested
in the attitude of industry and labor toward a program of really full production,
Writing in the New York Times recently, after a nation-wide survey of 1ndustr1al
centers, the editor made the follow1ng pertinent comments:

"ihile labor keeps talking about hlgher wages and management insists on
higher prices, what the public wants is higher production. It wants to see more
automobiles, radios and other consumers! goods, for which it has been waiting
almost four years, put on the market in sufficient volume so that the average
man can buy them, as guickly as possible + o o »

"Both inflation and deflation can be avoided by full production wi th high
productiveity, Highwages, good profits, and low prices are all possible with
full production, S , ' ' .

"infortunately, it is the nation-wide controversy over the symptoms that is
prolonging the disease and retarding the cure. Production is being held up while
people squabble over wa:es and prices which will mean ljttle unless we have
mass production to give them meaning,"

We all know that full production was a- v1tal factor in winning the war. But
much of the wartime production, which was paid for in considerable part by the
creation of national debt, went into goods and services which have been
consumed or destreoyed on the painful and costly route to victory. As a result,
we have a huge national .debt, large holdings of liquid assets by individuals,
and glaring shortages of goods and services of many categories, A vigorous
program of full industrial production is the only program which can prevent this
situation from becoming increasingly troublesome to all concerned. ' :

It is natural for farmers to respond .favorably to the idea of full production
on the farm and in the factory, But, quite justifiably, many farmérs ar:LsOme~
what hesitant about adopting the full production slogan unless they are sured
of the necessary companions along this hlghway of abundance,

Farmers have a still further interest in the maintenance of a high level of
industrial production. A high level of industrial activity at home is a
stimulus to world trade and to peaceful relations among nations, Only under
such conditions can farmers expect to have even a moderate export market |[for
such farm products as cotton, wheat, lard, dried and canned fruits and similar
ltemSQ
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Also of great importance to farmers is the fact that a program of full
industrial production is the only constructive long-run solution to the ~
basic problem of chronic under-employment in large segmenits of American
agriculture, particularly in the South, Farm production:increased by almcst
one-third during the war in spite of the fact that farm population decreased
by one~sixth, that about 1,850,000 farm boys went into the armed forces, and
the number of farm workers decreased by more than 12 per cent, . Increased
farm mechanization potentialities and other technological improvements in ag-

" riculture, coupled with a relatively high birth rate on.farms, make it nec-

essary that oppertunities for employment in:industry and in the trades énd
services be available in an expanding economy if under-employment and low
incomea in agriculture are to be avoided sometime in the decade ahead.

Progress has been made dﬁring the war in correcting some of the prewar
population unbalance in agriculture which is incident to technical progress
in agricultural production. TWe should not loose this progress by uhwise

'_backeto-the;land movamnents.

Farmers have then an interest.of first importance in the policies and
programs of government, industry, labor and finance which affect the general
levels of business activity and the general level of prices of non-farm goods
and services, The farming industry is committed almost by its very nature
to a program of full production and its long-run prosperity is largely
dependent upon the effective prosecution of corresponding programs of full
production in other segments of the economy, : '

This is agriculturet!s first line of defense against recurring ecoriomic
difficultiess The implication of this, if true, is that farmers should ’
Place less reliance on new legislation of a direct farm relief character and
more reliance on changes in national policy which will lend maximum encourage—
ment to an expanding economys .

* Support prices and price policy,

Under an authorization which now runs through 1948, the Secretary of
Agriculture is directed.to support the so-calleti basic commodities (cotton,
whedt, corn, rice, tobacco, and peanuts) at 90 per cent -of thé 1910-1/
parity. Certain other commodities on which a proclamation was issued by
the Secretary, calling for expanded production, are also to be supported on

‘the same basis., Furthermore, the Secretary is directed; in so far as funds

are available, to support all farm products on the basis of 90 per cent of
paritye ) . o : -

This price support commitment places a very heavy responsibility upon
the Secretary of Agriculture. Except for potatoes, no major price support
program was necessary in connection with 1945 production of excess supplies.
Recently a surplus purchase program for eggs was announced for the spring of -
1946. As supplies tend to out-run demand in particular products, some: '
difficult policy decisions, which may have future implications will have
to be made., Some of the questions are such as the followihg: ' '

1, Can a continuing program of price support for international

commodities such as cotton, wheat, and rice, be maintained -
through 1948 - ' " ' ‘ '
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(a) Without cumbersome and uneconomic programs of attempted production
- econtrol which will interfere with fundamental and, in the long rum,
more profitable adgustments?

(b) Can such a program be harmonized with this country's broad post~
war 1nternatlonal trade program?

(e) . Can such a program be maintained without tending to accumulate
‘ surpluses which may make the situation even more dlfflcult to
" handle after 1948% :

One suggestion is that such commodities might be allowed to move to market
in the normal manner and that producers be paid a price adgustment payment
equivalent to the difference between the sctual sales price and the legal
support price, Such a program was used effectively with respect to cotton
in 1935 and for certain farm products has obvious advantages over a continued
program of duad prices and export sub31dies.

2, Will Congress and the public support through 1948 a policy of foreign
food relief in order to provide an outlet for any semiperishable or
perishable products which the domestic market will not absorb at
support prices? Will such outlets be available$ If not, are we willing
to face the possible necessity of having to purchase such products for
wastage or destruction by government agencies?

3« Will producers of so-called basic commodities be required to impose
acreage or marketing quotas in order to be eligible for such support if
the applicable provisions of the Triple A Act of 1938 should become
operative with respect to these commodities in 1947 or 1948%  If so,
what about the other commodities for which no such controls are provided
under existing legislation?

Altogether, farmers should consider the hazards of "bscking into®" a new
program of attempted production control as a means of implementing the program
of price supports. The question may well be raised as to how far farmers wish
t'o go down this road of. "supporth or ‘tuaranteed prices." It may not be a
"dead~end" street, but somewhere down this road, unless we use extreme care,
are hazards to a vigorous and independent agriculture. There is an old
Chinese proverb to the effect that "he who rides a tiger should have plans for
dismounting," Farmers are properly interested in reasonable and temporary
"support prices" to cushion the shock of postwar readjustments and to prevent
the type of price collapse which occurred in 1920-21. But there is a limit
beyond which it is obviously not safe to travel this road. ‘

It is not suggested that Congress should withdraw the commitment to protect
farmers from price collapse if it should develop. There is need, however, to
authorize additional measures for protecting farm income without incurring the
iiabilities of the price-fixing approach in those instances where such an
approach promises to create more problems than it solves.

Now a word about 1910-~14 parity prices as a continuing base for the 194,650
farm price policy., On this I should like to quote a statement edited by one
of the best friends that American farmers have had in these past thirty years
of farming in an unstable economy ~ Chester C. Davis, Admlnlstrator of the
early Triple A. The statement is as follows:
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"Farmers have fought'for a quarter of a century to get the concept
of purchasing power parity established in the law . . . . AS a yardstick
in remedying the disastrous collapse of the farm product price structure
in the 1920's, the 191014 standzrd had merit. Tt has much less meaning
for agriculture-and the economy as a whole in 1946i

YParity as an idea appeals to the public as fair and juste But used
as a legal instrument to fix farm product prices, parity based oh a re~
lationship that existed thirty years ago has become a liability in American
agricpltural policy. Rliaking it effective, by means of loans and purchase
programs, continues outgrown price relationships and tends to perpetuate
past production patterns; resists production changes that are in the farmers'
long-run interests and builds up surpluses ‘toward an eventual crisis and -
coliapse; it tends to drive a wedge hetween internal and external prices
of farm products that enter export trade, thus opening the way for two
price systems, export dumping and other measures hostile to a liberal
foreign trade policy . . . o A redefinition of parity is overdue.® -

4An index of parity prices has real significance from the standpownt
of the over-all relation of agriculbural prices to non-farm prices, But
in these days of hybrid seed corn, mechanical cotton harvesters, and
similar developments, it has but limlt 2d usefulness as a yardstick for
individual commodity programs,

There 1s one serious objection to. changing the historical parity
concept as presently used., . There is always the hazardous possibility that
a less satisfactory. StdtlSthol concept might be adopted.

Soil Conservgtlon

Perhaps the greatest permanent cdvance made in-national agricultural
policy in the past thirty years has becen in the field of soil conservation.
It is true that only a beginning has been made. Much remains to be done,
All citizens have a vital interest in the prevention of soil erosion and
the maintenance of our limited soil and water resources. Farmérs must do
most of the actual work ¢f soil conservation, but the guneral public should
bear a part of the expense through the continued support or research,
technical advice and assistfance, and in such other ways as experience ‘proves
te be effective,

With the passing of urgent wartime food production requirements, there
is both the need and the possibility for rencwed émphasis on balanced cropping
systems and farming practises which prevent erosion <nd promote ‘'soil conser-
vation. One may be pardoned for exprcessing the hope that the agencies of the
U« Se Department of Agriculture and of the various states interested in soil
conservation will work toward a.more effective coordination of the .official
programs and services in this ficld of activity, FHowever, this hope is more
easily voiced than accomplishad, Furthermore, we must beware of short-cut
solutions to this problem, ' '

A sympathetic layman recognizes the accomplishments of the Soil
Conservation Service, the Agricultural Colleges, and the Agricultural
Adjustment Agency in the field of. soil conservaticn. This layman sympathy
and understanding is not always prevalent to the necessary degree in’
official cirecles, There is danger that this situation may handicap
maximum accomplishments in soil conservation and related fields. All of us
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can do much, county by county and state by state, to kcep the emphuasis on

common objeetives and aid in the development of agricultural production and

soil conservation programs which represent the meximum accpomplishhent consistent
with the funds availables The problems vary county by county and state by

stdte, but they can be met if qpprrmched with determined co—operatlon.

o i Crop Insurdnce.

_ Another fleld iA which some heglnnlng has been made but whlch is still
largély unexplored is'the field of crop insurance. Uore: axperlmentatlon

‘:Wlll ‘be required, but the problem is not an insupe r-ble one. Furthermore,
" it is one in Nthh the non~farming public has a vital interest. Eventually

such a program can be largely selfw<supporting, but the Federal government
#ill have to continue to provide the necessery assistanes for the development

of ‘such a- proerem.'

Closely llﬂk 4, w1th the problcm of crop insurance in many. areas is. the
development of more realistic crop storage programs., This is particularly
truc for wheat and other small grains which may be the most-@conomical basis
for the maintenance of livestock industries in such areass ' To do this will
require readjustment in leglslatlon and in loan pollcies,'w1th less emphasis

"Aon price maintenance and more attention to the maintenance of stcble livestock

enterprlses as‘a pert, of. the farming system of such high~rlsk areas.’

o

Mhrketlng,Agruemcnts.'?

Murketlng agreements under certaln circumstanCes have proven their
merit in conneetion with the marketing of fruits and vegetables and in.
prov1d1ng graater Stcblllty in the marketing of fluid milk and cream, Such
programs have greatest value where they ace used to regulate the flow-of
products to market, improve standards of quality, and otherwise contribute to
market sto blllty w1thout attempting to esteblish or maintain artificial prices.
Where the latter has been undertaken, the ultimate effect has bsen to postpone

ecessary adjustments or create neW'problems which tend to discredit the
programs., With the experience gained in the 1930'5, it should be possible
to utilize such programs . on =z gradhally increasing scale, prov1ded they are
geared to limited and proper obaectlves..L» Ll

Surplus Removal and Improved Nutrition.

4

. During the 1930‘5, the “Federal UOVernment expanded substantial funds
in surplus removsl programs and on the food stamp - plan with the doublc
objective of maintaining farm prices and expanding food consumption. - The
obligation to maintain prices at arbitrary levels through 1948 may stimulate
the development of similer proorams in the intercst of prlce ‘maintenance.
Past cxperience indicaztes that such progrems are, only slightly effcctive as
aids to price msintenance unless the "surpluses" are moderate and the, price:
goal quite low, Such measures are hardly justifiable eACept in a perlod of
acute economic dislocation, und- it"is y=t to be demonstratcd that such an
approach ' is the most appropriate onc even then., Certainly it is hardly to be
expected that such measures will be very <ffegctive in maintainln priczs at |
90 per cent of porlty Por any extond d, pcrlod of ‘time.,

Such an upproach to thp farm surplue problem, if it again deVeIOps, Sen i
is aleo subject to the -objection thqt ‘it may overlook the reletlon of .

N . N
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"surplus foods'" to a sound nutrition program. Ccntinuous efforts to improve
the diet of lov~income families should be. encouraged through education, school
lunch programs, and in other appropriate ways. But too great reliance should
not be placed on such measures as a solution of problems incident to low
prices and excess supplies. Certainly priority should be given to measures
designed to maintain an economic clinmate which will encourage full proéduction
of non~farm products, and the maximum use of food products by the purchases

of consumers in the open market,

A farmer recently stated that "A favorite pasttime of the economists
of this day is to point out the errors of those of yesterday, and of caurse
to perfom a similar service for their contemporaries, . . . The bad
guesses of the dead economists of the slow-going past ought to warn living
economists against oversureness in these swift changlng times.v There is
much wisdom in this latter caution. _

We do not 1live in ‘the economic enviromment of 1910-14, or of the 1920's,
or of the acutely depressed 1930's. At this juncture the nature of the post-
war econcmic enviromment to which the nation and the farmers must adapt
themselves cannot be accurately foreseen., We are in the slow process of
developing that environment, both at home and in the far corners of the
world. Much has been accomplished but a great deal more remains undone. In
the hope of constructive results we as a nation have already consecrated to
the task our finest treasures, our own sons and daughters. It is not
possible to turn the clock back. e must strive to utilize our improved
techniques in production, transportation, communications, and marketing in
such a way as to achieve a higher standard of life for all our citizens and
to contribute effectively to the maintenance of real world peace.

 STATE ECONOMIC LEGISLATION

" A. E. Clark, Attorney at Law
Portland Oregon
and Student of State Economic Legislation

Vhen I looked over the program of this Conference and my part in it,
there came to my mind the case of the college student to whom was assigned
the task of writing a paper on a subject of his own choos:.ng. Later, he told
his instructor that his subject was:

"Ienorance and Its Relation to the Objectives of
Academic Study."

Whereupon, the instructor said that he knew of no one who better exemplif.\.ed
the very heart of the subject.

The subject assigned to me is "State Economic Legislation." I
suppose it includes existing as well as prospective legislation.

There are a great many laws now in force in this state that have some

relation to state economy. Indeed, almost every law has. The effect of some
is direct; the effect of others somewhat remote. Laws providing for general
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education, technical training, protection of life and property, the inspection
of factories and other places and activities, maintenance of commodity
stdndards, industry advertising of dairy products, reforestation, development
of mining resourcps,‘taxation, drainege, regulation of utilities, pensions,
unemployment. compensation, minimum wages for women and minors, may be
referred to by Way'of examples.

There are several hundred pages in our statutes rcgulatlng many

- phasés of agrlculture.

The act1v1t1 s, authorized and supported by legislgtlon, carried on by
the Oregon State College, and the informed leadership it has provided,
especially in the field of agricultural economics, have had, and will continue
to have, a very profound and vital significance in the development of our
states Many of these laws follow a somewhat standardized pattern, and are
found in other states, varying of course with local conditions, The continuing,
long-range effect of these laws upon the industry and the general welfare
of the state is very great. They are .stabilizing factors, without which
there would be much confusion., But they dre not miracles such.as many
seem to bc looking for at this time. They do'not possess dramatic and
dynamic qualities. They do not, in the main, seek to direct; control, and
plan for our private industries, but rather provide a frame-work within
which people of this state may work out in large measure their own economic
problems.

There are many scrious problems affecting our domestic order and
economy as well as our international relations. As to the latter, I have
little to say, bccause they do not come within' the scope of the subject
assigned to me. Ve should, of course, work with all other nations to establish
a' lasting world peace, if possible, and cooperate to rebuild and stabilize
"world cconomy. e should do this without sacrificing our national autonomy,
and within the reasonable limits of our capacity, It will not hclp, but I
think in fact harm, all other nations if we sacrifice our .system of government
and the stability of our own national economy,

We .now have a national debt of nearly 300 billions, This does not
take into account thc.debts owing by statss, municipalities, private
corporations, and individuals, 'The national debt amounts to over {2000.00
per capita, or between eight and nine thousand dollara per American family.

' Qur present national debt probably equals, if it does not sxceed, the
aggregate debts of all the nations with which we were associated:in the late
war. This is guite & mortgage on the future of our youth now living, and
quite a mortgage to hang on the cradles of future generations, and we are
likely to have deficit flnanclng for some years to come, thus 1ncrea51ng our
national dgbt,. . ,

Wwe should keep in mind, in our domcstic and international thinking,
that we have only about 6 or 7 percent of the population of the world, and
about the same percent of its usable areas e do not have any'substantlal
disproportion of the natural resources of the world. We are living in a -
world in which probably lsss than 20% of the population have the capacity,
the desire, or the understanding to establish and maintain a representative
form of government based upon a broad suffrage, Our commitments to feed,
finance, and rebuild the shattercd economy of other nations should be-
tempered with common sense, - generous common sense, but still common sense,
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coupled with a sane appraisal of our capacity to perform,

In much of the discussion now going on throughout the country, a
program of continusd and expanding state and fedsral spending, planning,
and control, is assumeds There seems to be a minimum of discussion as to
how the farmer, manufacturer, wage carner, and other groups may go forward
with the largest possible measure of freedom from State and Federal control,
The industry of the whole country is now confronted with strikes, threatened
or in progress, coupled with very definite threcats of political reprisals.
These disturbances in part have an economic-bsse, but in my opinion they also
have a very definite political base, It seems to me that one objective of
the organizations promoting them, may be to establish a larger, if not dominant, .
control over the industry of the country.

State laws and pollcles may stimulate and help diversify production,
increase efficiency, promote better marketing and distribution methods, and
in many other ways aid the development of the states But, if Oregon should
embark on a program of planned and controll:d cconomy, it would I think be a
mistake and prove an ultimate failure. This for two reason, among others;
first, becuase it would be foreign to the spirit and genius of the Oregon
people; second, because the field in which the state may now function with
respect to its own industries is so limited and circumscribed by the new
doctrine of federal supremacy there is little left that the state can do,

Nor should the state embark on a program of supporting industry by
public grants or subsidicss Contrary to what seems to be a widespread belief,
the public treasury is.not & self-replenishing source of fundss Neither a
state nor a nation, any more than a private individual or enterprise, can go -
on indefinitely financing deficits by issuing additional promissory notes
without some time reaching a point where the notes are no longer markztables
This -fact should be kept in mind particularly by our national financiers
and statesmen, in dealing with the federal budget, and by the people in
Oregon and other states when they feel the urge to orgasnize future demands
on the federal treasury.

In the field of planned and controlled economy in which the state
assumes to fix and control prices, production, allocatlon of markets, and the
- like, - Oregon has embarked on fow experlmunts.

Years ago, a minimum wage law was enactéd, affecting women and minors.
It is still in force, but littlc used,

A few ycars ago a law was enacted authorizing a commission, upon the
request and consent of a percentage of those engaged in the business, to fix
the prices that might be charged by barberse. The law was held invalid by
the Orcgon supreme court, Another law of the same gencral nature was later
enacted, but its validity has not. yet been passed on by the courts,

In 1933, a law was c¢nacted which was subsequbntly enended in several
particulars, It authorized a commission, whose powers were later transferred
to the Director of Agriculture, to regulate and supervise the fluid milk
industry of the state, that is, that part of the dairy industry engag:zd in
the production and sale of milk in fluid form for human consumption. This
law is still in effeet, It authorizes the regulating authority, im the
-language of the Oregon supreme court, which sustained the walidity of the law,
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4o fix the minimum wholesale and retail price to. be charged. - - © .. .
for milk handled and sold in the state for tuman conswmption. .
'in flhid form, to define and limit the geographical area from .

. which fluid milk shall be produced for any given market or
sales area, and to provide for the pooling and averaging of
all returns from the sale of fluid milk and the payment to. - -
811 producers of a undform pool price for all milk so produced,
and to determine what proportion of the milk produced by any

. . producer shall be considered as marketed as fluid milk, and
~ vhat proportion marketed as surplus, which-is made effective ‘
" thtough & system of market basics or quotas.™ . R

. The redsons given by the eowrt for sustaining the lsw would not be
applicable to agricultura) cemmodities generally., The fluld milk buginess

is largely lecalized becauss of the nature of the products its close relation’

to public health; the short peried which must elapse between production at
the dairy and use by the ultimate consumer,. trangportation problems and costs,
and other factors peculiar to the fluld milk industry, . - L

In 1933 a state agricultursl merketing act vas passed, which was
held unconstituti onal by the supreme court in October, 1935. Shortly after
this decision was rendered, the Legislative Assembly, being.in special sesslon,
enacted another agricultural marketing act, in some respects dlffering from
the former act, but following the same gengral pattem. . The validity of this
act has not been passed upon by the supreme court.s \ o I

This act deslt with deiry products of every character, except milk .
intended for human consumption in fiudd form, salso with deciduous fruits,
berries, melons, tomatoes, all vegetables, and any canned, packed or
procedsed product of these commodities, and all byproducts therefroms

The controlling powers are wested in the State Board of Agriculture
acting through the Director, vho is authorized to f£ix maximun and mindimum .
prices-of any producer, progessor, distributor, handler, or retaller; limit
produttion.of any commodity or products. restrict the gquantity that any handler,
etc., may purchase or sell in the state; control surpluses; prescribe price
margins or spreads of processors, dlstributors, or other handlers, and :
regulate trade practices gemerally with respect to all:such commodities.

- . Broa diy :Speaki.rig,* .'-the.'Dilrector of Agﬂclu_lque is gii.rén quite unlimited
comtrol of “the production, processing, distribution; and prices within the
state of the ca‘modities_ covered by the act. - L L

[y

I-do not express any opinion: as to the validity of the act. There are
obvious' differences in the operation of the cpntrols authorized by 1t. and
those in the act relating to fluid milk, - The bulk of the comnodities embraced
in the act, other than fresh fruits and vegetables logcally sold, would find
markets outside of the stgte.. Apart. from the legal questions involved, it - °
is not difficult to visuslize the political impact of the enforcément of the
act ‘if the consumers in Oregon are required to pey. fixed prices for what they
pirchase for use in the state, and like commoditles were sold elsewhere ab
substantially lower prices. Another very practical qonsiderat_im ,,ﬂ;sy‘mﬁmlved
in the fact that if the controls exercised under the law resulted in prices
to consumers in Oregon higher than those prevailing in other states, .
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comparable commodities would flow into the state in interstate commerce.
Tt is my opinion that in the main the act is unworkable. The Director of
Agriculture informs me that no steps have been taken by his department to
put into effect any part of the act, and that,:since its enactment there
has been only one request, made some years: ago before Mr. Peterson came to
office as director of the application of the act, and that was with regard
to peaches. The application was denied." , : o

For reasons which I ﬁill now briefly peint oﬁt,, there is not meh the
state can dvf 'in the way of legislation looking to & program of planned and
controlled economy. ' ' : et

A new and very expansive interpretation of the Commerce clause of the
federal constitution has been developed during the past seven or eight years.
This interpretation has greatly diminished the jurisdiction and powers of
the state, and has paved the way for converting our :system into a highly
centralized govermment exercising, if and when it chocses to do so, un-

limited power in every state over practically all local affairs and industries.

Rurning parallel with this new interpretation of the Commerce clause,
another doctrine, at first vaguely stated, 1s now teking definite form. It
is that congress has the power without any constitutional restraint and in
disregard of the historic concept that the federal government is one of
enumerated and limited powers, to legislate on, and regulate, any and every

matter affecting our way of living, if done with the declared purpose of

promoting the general welfare., It may be recalled, as a matter of historic
interest, ‘that when in 1934 the German Reichstag voted to suspend the
Weimar constitution, and to vest the powers of the state in the Chancellor,
it was done with the declared purpose of promoting the general welfare.

As a necessary cmsequence.of this new trend in judicial interpre-
tation, the power and jurisdiction of the ‘states.in relation to thelr _
internal affairs are being whittled away to the vanishing point. The states
are gradually being reduced to the status of geographical designations, and
their constitutional and histéric powers are being absorbed by the federal
government. I an not at this point 'discussing whether this new trend is
necessary or desirable., I am merely stating . the fact. e i

Up to 1937 it had been quite uniformly held throughout the entirs
history of this country that agricultural proguction, manufacturing, mining,
and their related activities, were not interstate commerce and were subject
to state regulation., The same line of cases held that commodities were not
in interstate commerce umtil they had begun thelr interstate journey. It
had also been uniformly held that congress could not, under the Commerce .
clause, or upon any other constitutionsal: ground, deny interstate transporta-
tion facilities to commodities produced in a state useful in themselves and
not hamful to the public health and morals. All these decisions have been
brushed aside. Congress may now, so the supreme court has said, deny any
commodity produced in ‘any stete access to interstate or foreign markets
for any reason, or indeed for no reason at all.- The power to exclude any.
goods originating in any state frem interstate and foreign commarce has
been declared to be unlimited. Thus, it will be seen that each state now
at the will of the federal goverrment, may be compelled to.become an isolated,
self-contalned, ewnomic unit, cut off from any commerce with other states =
or foreien nations unless it ylelds control and regulation of its industries
to the federal govermment and produces commodities in strict compliance with
the laws and regulations laid down by it. ST . o

160



. The ‘deeision .in Wiekard v, Filburn, (317 U.S. Rep. 111} arisifig under
the Agricultural Adjustment Act of 1938, aslAmeﬁdéd in 194, decided by the
supreme court of the United States in 1942 and the cesision in Unlted Svates
v, Wrightwood Dairy (315 U.S. Rep. 110), ar131ng under the Agricultural
Marketing Act .of 1937, and decided in 1942 by the same courty.in effect
hold that under the Commerce Clause the federal government may fix the .quantity
of any agricultural product a farmer may produce, fix the prices at which he
may sell his products, prescribe conditions with respect to hours and wages,
the types of crops or commodities he may grow; the use to which they may be- _
put; and in facb control evexwmming relatdng to the farmer's ebonomic 1ife.

The Kirschbaun case (316 1,8, 517) and the Warren-Bradshuw Driliing Co
case (317 U.S, 88), and other cases following the same line, held in~
substance that the federal government may, if it chooses to do so, control
all employee and employer reietions, industrial prectdoes, and aetivities.

In. determining what is interatate comerce, .the ‘court -seems to have
gone back to the old -theory that 4f & pebble were thrown into the middle of -
the ocean, the resulbing movement would extend te.the utmost limits of the
‘seven seas so any digturbance, however slight, at any peint 4in our. egonomi.c.
.system might extend to the peripherys From these .deuisions; I epitomize -
‘the description of +the chain of- causation followed by the federal supreme
. aburt. in determining what 4is-interstate: ccopmerces The language itimina. It
illustrates the logic of the court.  © .. TR W w0

i Any dlsturbance, however slight or unim@or%ant,of any part of *:

~-the totel structure of our intricate, -complewx, and delicately balariced.
:system, may, by the centrifugal forces; be rpropelled outward to. v .-
the peripheral boundaries and the repercussions of centripetal
forces thus react upon all integrated parts.

A new doctrine with respect to watersﬂwithin the staxes praeticamlyw
eliminates their ‘Jurisdiction, except in-se: far as it may be exercised Wy .
permission of the federal- govermment, It would now .secem that the waters ot
any- stream are subject to. federal comtrol -if-any part, in the.course of its.
meanderings through mountain gorges-and walleys, might yeach navigable waters.

There is no*1imit ‘upon the power of the federal goverrment to assess
and collect income taxos. The same 1s tmhe of estate and succession taxes
upon estates of descedents, The’ trend in the federal income and estate tax
laws is to take for the fedarkl treasury more and more from these sources of
revenue, leaving a constantly dlminlshing part Tor the state,

VYany assert that this trend toward an enlarged and exclusive federal _
Jurisdiction over all these: Bubjeets and activities ig@ neeeasary-%onsequence
of the complexity of our own economic' problems and their relatibnship’ to
world conditionss The trend toward centralized government and managed:
industry is manifest in. otheri cotntries, and especislly in Europe bn tha
part of certain nations that heretofore have not been very sympathetiec: to
that ideology.

e ® ‘u e

If we continue to burden the federal and stété treasurias with demands
of this group and that; if we continue the many obstructions to free enter-
prise; 4if we: contihue to:enedavige the belief held by sb meny that they may
thumb a free ride to a workless Utopia;- {f various’ groups can éucCessfully
ekert political préssure’ to obtall grants and subsidies from public %régsuries,
our whole economic structure state and natiohal may collapse, - -
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- If-we are to have a planned and. ceritralled: ‘economy., - obviéusly there nust
be devised a method of dividing the national income by some mathematieal :
formula or slide rule. ,

Under such ‘a system, agriculture might not fare S50 well'. thﬁers are

“ no longer the deminant political pewer in this country. ' They are greatly

outnumbered by ‘those who are not st least diréctly engaged inm agricultural

pursuitsy and the latter group or groups have a:paramount interesti in ‘cheap

and abundant food. In any alloeatiganf income winder a controlled economy,
tha political powdr of nonagrarian groups is likely to outweigh the farmers
The farmer might find the floor protecting the income of other groups so
nhigh and his price ceilings S0 1ow that there my not be room for him to
stand upe , , _ '

We . may he facing the question in wlﬂ.cmdirecticn we choose to go.
Shall we try to maintain, in substance, our historic American system, and
perhaps retrace some ofour.steps:away from it, or, upoen the other hand,
accept as inevitable some form of cooperative commonwealth, statism, or
socilalistic state, and adjust ourselves t¢ such a system,. We should meke
up .our-minds scon and quit fumhling. ' We camnot have Both; and at the present
time we do not have either. If we are to seegk to maintain our American mtem,
then let.us go to work on that Job. .If we are to have wholly government
planned, eontrolled and managed economy, let us make up eur minds -accordingly,
turn the job over to federal bureaus, and quit talking and vcorrying. '

But F do not concede that we have lost faith in ,.our..system, or that a
majority of the American pegple have been converted to alien ideclogies, or
that we are in the grip of forces 400 stmng to resist and which az:e dﬂving
us toward a soclalistic state. :

In the past, the American system has given a greater measure of liberty,
opportunityy peace, order, material comfort, and spiritual, intellectual,
and political liberty than any other system of which we have any record. I
believe we can preserve it and dissolve .the confusionh, the apprehensions,: - :
and the emotional thinking of today by the catalysts of' hard work, economy,

-and common gense, - I think it is well worth trying. .

THE SERVICES OF EDUCATION AND. RESEAK)H
- IN THE FIELD OF AGRIGﬁL'IUBE

: Wim. As Schoenreld
. Dean and Director of Agrieulttre
Oregon State College

After three daye of listening to outatanding leaders rliscuss fwtora
affecting agriculture. seonamy, it is natural. that we consider what this -~ .
institution proposes - to;do about some of . these factors and what has been done
in ttgzz?ast. Aleng the side.of 2 Harvard. gate is this mscription put there
in l . S . . P PR . R

"This college 1s created to avoid passing on 'c.o posterity an
. Jlliterate ministry. y

&

The field. of ministry was. evidently domimt at 'ohat. time. Ncw thew
field of ‘economics scems to be on top.. Thig conference has been dedicated
to, marketi.ng and distribution, Some may wonder why other social aspects: were

" not given consideration. The time alloted did not. permit. fuller discussion -
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of both social and economic problems; therefore, our attention has been . °
- Gevoted primarily to marketing and distribution. People not: familiarwith =
the field of marketing, distribution and production will often think ‘there
is a sharp cleavage between marketing and production. As -a matter of fact, -
the more you work on problems of either, the more you realize there is no

sharp line of’demarkation,

Historically production was confined to local markets, ' However as '
our production increased, thére was a nced f£or national markets, and later,™
international markets. In order to find out what these markets demanded, it
was neagssary to determine the consumers! demands in these markets. This -
was done not only bty trade, but alse by various state and federal agenciesy
Producers and sellers needed to know what was wanted. . . where it was wanted
. . . when it was wanted and how (if.e. form). These are fundamental duestions
which need to be answered before getting into production of any given
commodity either industrial or agricultural, In the process .of making these
analyses, consumer wants and markets both national and international, it was
found that various trade barriers such as freight rates,-regulatory pollcies
between states and between urban and suburban areas, tariffs, quotas both
domestic and foreign, and financing werd important in expanding markets.

Tt was also found that we needed to know the steps the products go through
‘before reaching final destination; that ie, the warehousing, types'of = -
transportation, speed of tramsportation, processing and storags. ‘Knowledge:
of these factors is essential if the .producer is to market his produets at:
the most advantageous prices, - ‘ R R ‘ e

One of the 1last acts performed by Lincpln made possible the establishment
of land grant colleges and universities. These institutions were established
to fill a need not being met by existing educational institutions,

The land grant colleges from their inception were set up to ‘Serve:the
economic needs of the peopls, - In the earliest stages it wasg thought ‘best
to train a few young men ‘and a few, but not many, young women in agriculiure,
mechanical arts, and subsequently in domestic sciencese - The, garlier traine~’
ing was predicated on the-applications of pure sclence to the solution.of
practical problems. Exeellent work was done in these fields; however,: thetr
findings were not readily available to the.public. ' In fact, few thoughts - -
were dévoted to probléms of the state. Subsequentlyy Agricultural Experiment
Stations were set up in e¢ach state to cedrry oh research and experimentations
on the probleéms of agriculture, industry and of tho kome. However, the -+’
findings were still kept in the archives. Few people benefitteds .

- Today our;land=grantf1nst1tutions’are”mOde;n and have pxovisions for
taking the findings of research and experimentation to the peop%ea“'.Fo:,
- .example, hers at Oregon State College the School of Agriculture is made’up !
of three'cqordinate divisionsg: . e T T ol
g The%AgriaultﬁfalﬁExperiment Stafioﬁ‘ o ““(rl.w,- .f S
The Teaching Staff ' * N
_ The Extensibn”Service-  y o
While each of these divisions has its specifiec functidhﬁrtoipéffbrm; '
they are, of neeessity, interdependent one upon the other.

o The'Experimenﬁ Sﬁatich‘is charged wfih;the responsibliiityxbf-dogdﬁgting

basic research’ work and ekperimentation in all types of problems affscting:
agriculture. The teaching staff lias the prime responsibility of teaching -
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gur young people the fundamental sciences concemed with agriculture, together
with the economic factors associated with the production end handling of agri-
culturel commoditdes. The Extension Service, created by an Act of Gongress
in 1914, has -the specific task of carxying to the farmers and rurel people of
the state scientific knowledge in the field of agriculture and home economics.

, It can be noted from this brief outline of principal functions of the
three coordinate divisions of the School of Agriculture, that the basic re—
search . and experimentation carried out by the Experiment Station workers .
forms the basis for much of the material used by the teaching staff in its
educational activities with the students in the School of Agriculture, Their
work, together with the research done in other states and by the U, S Depart- -
ment, of hgriculture and other workers, forms the basis for the educational .
activities of -the Extension Service in the field-of rurel education, °

 _Iwould like to briefly review at this #ime a few of the important -
acoomplishments in the field of research which have a bearing upon the market-
ing of Oregon's.grops. : : e S e e

- 1a Oregon is one of the major producing areas for winter pears., A
number of years ago, considerable difficulty was experienced in the marketing
of Oregon's winter pear.crop.  The Experiment Station conducted research work
in a number of -eastern.cities to detemmine the vartous factors concerned in
the consumer acceptance of winter pears. As a result of these experimentations,
winter pears are now pre-conditioned; that is, ripened in central warehouses
prior to being put on sale in the retail markets. Consequently the consumer
is-able to buy a pear which is ready for consumption at the time it is pur-

2. Another important development brought about through research at the
Experiment Station is expanding the market for Oregon's butter. - Several years
Agoy butter was piling up #n our cold storage plants. There appeared to be
-an unlimited demand for butter in our -sister state to the south, yet they were
hesitant -to buy Oregon butter. This lead to a research project which entailed
a survey of the consumer-markets in several California cities., This survey
démonstrated that those citics demanded a higher quality butter than that -
being generally produced in Oregon. = These findings necessitated the in-
auguratian of a series of intensive research projects in the state which
resulted in developing methods whereby the Oregon dairyman, in cooperation
with the manufacturer, could improve the quality of his dairy products and
therefore eypand his market. o ’ ER. 4 =

" 3a I should like to present one more example, - Oregon is ideally suited
to the growing of ormamental nursery stocks, and is parsicularly famous for.
its fine roses: Nurserymen were experiencing comsiderable difficulty, however,
in marketing their rose stocks due to the fact: that the leaves did not. -
naturally defoliate; and therefore, when the stock was shipped, the leaves
decomposed resulting in an unattractive-appearance which imvariebly reduced
the market price. Research carried out at the Experiment Station developed
a practi¢al methqd of defoliating the rose stock through-the use of a simple
gas. Today Oregon's rose stock commands & good price in nearly every market
in the:United States, : R T :

Other significant contributions to marketing processes are: lhe removal
of spray residue from tree fruits, development of brining process for cherries,
harvesting and seutching of fiber flax, testing and developing legume and grass
seeds for eastern markets, These examples taken from the files of ‘the Experi-
ment Station are only illustrative of important work which has been done in
the field of marketing Oregon's agricultural products. So much for the past.
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Let us now see what is in store for the future research program of the Exper1~
ment Station. o

‘. - . vu; . tl s . . ‘.\" LI

Yuring the past few years, the number of men who have'beén"turhéd“dowh"
as being physically unfit for military service has forcibly brought to the
American public’ the need for better nmutritionhs The Experiment Station is
undertaking- comprehensive: research ‘studies in this field to detarmine the . .
nutritive valies, including the vitamin dontent; of various Oregon grown ‘fogd
crops, It 43 anticipated that these investigut ons will Have considerable -
bearing’ on the future marketing and perhapg future producﬁfbn of certain food
grops, Concurrent with these investigations, research in’ breeding will,be -
carried out-in an-endeavor to build up and dévelop néw variétied or strafns
of vegetables, fruits and cereal crops containing high nutritive valuesy 1
especially vitamins, Intensive research will also be carried.out in the
field of food ‘processing), particularly bett@r methods applicéble to the quick,_
frozen food industry Whiuh has had such phenomenal growth in the past f%w R
years, ; )

The aforementioned.Specific examples are used only ag 111ustratiﬂns ‘Bpd
do not by any mears cover the field of activity in tre Experiment Station, SR
The Experiment Station staff is now in the process of adjusting its reSearch '~
project work toward inVestigations which will further enhande’ Oregon's
agriculture in the world markets, “In addition’ economic studies on prices, ‘
transportation, mainly freight rate structure, are going forward,

Let us ¢ohaider the secopd divia;on. A e the teacning phase of ‘the
School of Agrfculture, For the past elghteen riohths, ‘staff committees in
the' School of Agriculture have been giving much study to the revision of our
curricula. "Thé work of these committees in many cases will result in new i
courses geared to meet the changing conditions in our economv and the dropping
of obsolete courses, We expect the effect to be a better educationmal program
for our young people who will be the leaders of tomorrow. Solution of our
agricultural problems depends primarily upon the education’ of. young peoplg
interested in' agricultural pursuits in such a way that they will have the
basic knowledge of the numsrous factgrs aifecting~the agricultural econamy. .

Let us review briefly some of* the activities of the Bxtehsion Servica.i;
As indicated previously, the research resulte obthinsd ‘through the Experiment

.‘»-,_.' ,- . ...' . . " -_ PR
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Station worker are cdrried to’the rural people prinéipally through’the’ extension .

worker,  A-mumber of spe¢idlists dre emplbyed in the central staff ®dch of . '
whom 1s closely associated with thé déparbmert of the' Experiment Station =~ = |
charged with the “respon: ility of carrying out expefimental work in. the'fields -
of farm crops, horticulturé, pailtry,dairy, edonomics, a'gricul tural anginearing o
and animal husbandry. Because aach man is directly comected with the = '
Experiment Station work and worker, it 1s not necessary for him to wait untdl’
the results are published. He can make availatle to the famm people, through
the 1oca1’county agricul 1 ‘agent’ staff, the deveIOpman@s whieh are appli—:
cable to thé agricultur production in any given area of tha atate. g
Oregon Extension Service was one of the first in the nation to amploy &
specialist in marketing. It is the task of this specialist to work with all
groups in the marketing and handling of agricultural commodities., In coopera-
tion with specialists in other commodity fields, farmers are kept currently
informed as tb the market demands for various agricultural commodities.,
Through the activity of the Extension Service, commodity associations have been
organized for most of our major agricultural groups, These organizations serve
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as a Spearhead for study and analysis of major problems ai‘fecting the pam -
ticular group, and make the necessary ad;sustmenta in theiz- pro&uction to
meet, fcqnsumer demand. - R

The Extension Service maintains & market news aervice whj.ch in L
cooperaﬁion with the federal and state agenéies; is responsible for tha,
daily assembling and dissemination of market news on major agricultnral .
products, This group in cooperation with other federal agencies; partic~ =
ularly the Bureau of Agricultural Economics, also maintains eurrent -statis-
tlcs, not only in the production of Oregon's agricultural corps, but.for. .. .
the nation as well,. Further adjustments are now being made S,n the. Extension
Service program. ‘ : , ,

. In 15 Oregon counties agricultural planning oonferencea are :
now in prpgress. At these conferences the farmers and extension specialists
are exploring problems facing the county's agriculture, and developing spe-
cific recommendations regarding the solution of these problems, A basic
cons:.demtion underlying most of these recommendations is market prospects
and qutlets as a guide’ to adjusting the widely diversified production possible
in most of :Oregon's 36 countics. The conference reports will be the basis .
for making such adjustments as are ngeessary in the Extension and Experiment .
Station proeram. . During the winter of 1946-47, similar planning confemnoes
will be held in the 'remaining counties of the state.

Steps. are now underway to improve and enlarge the marketing .
news and agricultural outlook service. . The fundemental factors affecting
the agricultural economy which have besn brought out so ably by the speakers
at this conference will be of material assistance and the basis  for develop--,
ing a wider understanding of fundamentals in the staffs of the variona cqunty
Agents' officess. . . s _ .

- The School of .Agriculbura will continue to pay attention to .
prodncts and markets both domestic and foreign. We will keep in direct touch
with the developments of economic, so¢ial and pelitical conditions atroad
affecting the marketing of our products, interpret these developments and
pass the results on to the people of this state., We .will atudy consumers!
deimands’ more closely and direot.ly. In the past it has not always been -
~ possible tp get information from the ultimate coneumer and aseertain. hi& S
likes.and needs. Most of our work is with the industrics themselwes and as .
a mutual undertaking. * We will continue to work with rural people, our farm .
population, in helping them understand the fundamental facts brought, put in’
this conference and the fundamental facts affectin wo:;l.d trade, If we
succeed in that s WO believe that we' will fhave ful ed a very useful
mission. | ) . ST g

O
" On behalf of the staff. of Oregon State. College, I certainly want
to express appreciatiqn for the speakers who- have.prepared papers and .to the
audience, some of whom have come great distances, I hope you have bena—-
fitted as much ag we have at this conferences . . ., .

.
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