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The Responsibility Jor CED Statements on National Policy

This statement has been approved for publication as a statement of the
Research and Policy Committee by the members of that Committee and
its drafting Subcommittee, subject to individual dissents or reservations
noted herein. Those responsibie are listed on the opposite page.

The Research and Policy Committee is directed by CED's bylaws to:

“[nitiate studies into the principles of business policy and of public
policy which will foster the full contribution by industcy and commerce
to the attainment and maintenance of high and secure standards of living

for people in all walks of life through maximurm employment and high
productivity in the d_omcstic economy.”

The bylaws cmphasize that: ;

«All rescarch is to be thoroughly objective in character, and the
approach in each instance is to be from the standpoint of the general
welfare and not from that of any special political or economic group.”

Board of’feading cconomisy) a small perm
by advisers chosen 1or their competence in the field being considered.

Each Statement on National Policy is preceded by discussions, meet-
ings, and exchanges of memoranda, often stretching over many months.
The research is undertaken by a subcommittee, with its advisers, and
the full Research and Policy Committee participates in the drafting of
findings and recommendations.

Except for the members of the Research and Policy Committee and
the responsible subcommittee, the recommendations presented herein
are not necessarily endorsed by other Trustees or by the advisers, con-
tributors, staff members or others associated with CED.

The Research and Policy Committee offers these Statements on
National Policy as an aid to clearer understanding of the steps to be
taken in achieving sustained growth of the American economy. The
Committee is not attempting to pass on any ‘pending specific legislative
proposals; its purpose is to urge carcful consideration of the objec-

tives set forth in the statement and of the best means of accomplishing
those objectives.
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Research and ' _" : ' e -‘;'
Policy i Pofd
Commuiitee
INTRODUCTION
id technological advances, increasing capital in-

vestment, have made it m‘h]g for fewer and fewer American farm-
ers to sugglz the food and fiber needs of larEcr and larger numbers of

le. American farmers have shown great initiative and compe-
tence in responding to the opportunity thus created. They have taken
up the latest production methods with a speed that amazes the ad-

ministrators of agriculture in planned economies.
~ Net migration out of agriculture has been going on for 40

years, and at a rapid rate. Nevertheless, the movement of people

ital create isi ivine standards of the American peopie
including, of course, farmers. Costs of movement, lack of knowl-
edge of nonfarm job opportunities, lack of training for nonfarm
work, in some periods inadequate nonfarm job opportunities, and
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other obstacles, have stood in the way of an ad¢quate rate of move-
WNational agricultural policy has not focussed
on removing these obstacles, but has tended itself to deter the out-
movement by concealing the necessity for it.

Our purpose in this policy statement is to suggest a program
that will assist farmers in making the adaptation they have been mak-
ing. We hope thereby to enable farmers, both those leaving agricul-
ture and those remaining in it, to earn higher incomes.

This is¢ie fourPstatement on American agriculture by the
Research and Policy. Committee of CED. The usé of too many re-
sources in agriculture; the unsatisfactory income of many farmers,
the excessive government expenditures and the network of govern-
ment coatrols that result from failure to solve the farm problem
would by themselves explain our continuing interest in this subject,
But we see in it something more. We sce in it an example both of
the costs and dangers of departing from the free market and of the
positive measures needed to make the Jree arket work well and to
regain it once it has been lost. The important lessons of agriculture
are that the free market is precious and that its preservation requires
positive action. These lessons apply far beyond agriculture.

The Research and Policy Committee is indebted to its
Agriculture Subcommittee, of which Mr. W. Harold Brenton is
Chairman, for preparing a draft that approached the farm problem
in a fundamental and constructive way. The Subcommittee and the
Research and Policy Committee had the advice of four experts: Pro-
fessor Dale Hathaway, Michigan State University, who coordinated
the research; Professor Henry B. Asthur, Harvard Graduate School
of Business Administration; Professor Richard B. Heflebower, North-
western University; and Professor Theodore W. Schultz, University
of Chicago. We are grateful to them.

Three studies written as background for our work will be
published shortly as a Supplementary Paper of CED. They are:

Karl A. Fox--Commercial Agriculture: Perspectives and

Prospects

Vernon W. Ruttan--The Human Resource Problem in
American Agriculture

Lawrence Witt—Potentials of New Markets for Agricul-
tural Products




An Adaptive Program for Agricul:ure

I THRELE POSSIBLE APPROACHES
o 10 the problem of agriculture :

The problem of agriculture is not unique. It is the leading
case in a large class of problems. Other problems in this class include
the industry in which workers are being rapidly displaced by tech-
nological changes; the industry experiencing increased competition
from imports; and the area depressed by the exhaustion of some
natural resource. :

The common characteristic shared by these problems is that,
as a result of changes in the economy, the labor apd capital
employed in the industry cannot all continue to eam, by

W’Mim
as they formerly earned, or as much as they could earn if
employed in some other use; that is — the industry is using
top many resources.*

Mﬂ:ﬂw@ﬁwﬂ class, as measured
by the number of people involved. It is also the case in which we
have the longest experience with a variety of attempts to find a

solution. This experience, if properly interpreted, holds valuable
lessons for dealing with other similar problems.

MEMORANDUM OF COMJ:I'IENT, RESERVHTION OR DISSENT

* By Frep C. Fov: [ agree with all of this paragraph except the italicized
statement. It is true that in some industries or areas of the economy labor
and capital cannot earn as much income as they could if employed in some
other usc but who is CED to say that in this situation “100 many resources”
are being used. In a free cconomy the owner of the labor or capital must
be free to decide how he wishes to use them. 1t will aiways be true that some
capital will earn less than' others in the market place, but their earning less

does not necessarily mean that they are being wasted or should be with-
drawn.”



There are three general kinds of policy possible in the kind
of situation we have described. )

The Laissez-Faire Approach

If nothing is done to prevent it, the incomes of labor or
capitat or, usually, both in the affected industry of area will decline,
at least relatively to incomcs earned by similar resources else-
where, and often absolutely. This will deter the flow of new labor-
and capital into the industry or arca. Some of the resources engaged
there will not be replaced when they are retired. Other resources €n-
paged will move to other uses. The resources that move will raise their
‘incomes, and the incomes of those that remain will be improved by the
reduction of the resources still in the ‘industry. This is the process
upon which we normally rely for adjustment to economic change, and
normally it works well, It works best *_ that is with the smailest and
shortest decline in the incomes of resources in affected industries —
when: (1) opportunities for employing labor and capital in the rest
of the economy are NuUIMCrous, (2) the shift of resources needed to
restore incomes in (he affected industry or area is relatively small, and
(3) there is ne scrious obstacle to the movement of the resources
involved. Where there is a substantial departure from these conditions
it is necessary to consider other approaches.

The Protectionist Approach

This approach to the problems of an 1 industry using 00 .
M
o the affected iwwm
earn by sclling their product in a free market have declined. This
approach usually requires government action. In some cases it can be
followed by concerted action of the workers or businesses involved,
although this in turn often depends upon government support or
sanction. A variety of measures can be employed. For example, the
government may purchasethe product of the industry at prices above
the free market. The government may limit the industry’s production
or sales in order to keep prices up. The government may, as in the
marketing orders and agrecments used for perishable farm products,

10
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fesources,

try to support prices, and income of producers, by rcgulations aimed
to sccure “orderly marketing” of output. The govcrnn-ﬁnt may attempt
to sustain prices and income by limiting imports. The businesses and
workers concerned may adopt rules limiting the introduction of new
technology or holding hours of work artificially low. In particular
areas the government may subsidize the continuation or introduction
of industries that would be unprofitable without the subsidy. Whether
such measures in fact help to sustain incomes depends upon circum-
stances that vary from case to case. But even where successful this ap-
proach sacrifices the basic national interest in efficiency and growth;
it must be regarded as inferior to approaches that would reconcile
this interest with the interests of the particular industries or areas

affected. At its worst it cag grossly distort wmm

The Adaptive Approach

ually this approach seeks to achieve what the laissez-faire approach
would ordinarily expect to achieve but to do it more quickly and
with less deep and protracted loss of income to the persons involved
than might result if no assistance were given. The adaptive approach

requires improved knowledge of available employment opportunities,

and measures t kers; that is, o

generally improved labor market, It works best when there is a high
rate of economic activity and employment.

The adaptive approach seecks to achieve adjustment to eco-
nemic reality without imposing hardships, by means of programs that
promote adjustment but cushion the effects upon people and property. *

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

* By ALLAN SProUL, in which Messrs. EMILIO G. CovLrape, Frep C. Foy
and THOMAs B. MccABE have asked to be associated: “What we are seek-
ing is a return to cconomic reality without imposing unnecessary hardships
upon particular people or property. Adjustments to the economic realities
of a free market do impose hardships on some people some of the time.

Attempts to protect everyone from hardship all of the time eventually
throttle free markets.”

11



Although the adaptive approach, like the protectionist approach, re-
quires government action, the objectives of the government action are
entirely different. The adaptive approac calls for action by govern-

ment working with th not against it. It seeks to achieve
the results of the frec market morc quickly and easily, rather than to.
kecp those results from occurring. The adapti WOor

permitting full production, rather than by limiting production. And,
government adaptive programs applied to particular industries can
ordinarily be temporary, whereas protectionist government actions
generate the need for their own indefinite continuance.

- - . # r - ¥
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II LESSONS OF THE
J PROTECTIONIST APPROACH

rricultural policy in the United States has predominan

" followed thefp onistlapproach. The history of farm policy is
largely a testament of the inad
“Teed for much gr i i It is evi-

dent that protective measures can indeed cushion the decline of in-
comes that would otherwise occur. But it is also evident that such
measures at best do nothing to assist, and are almost certain to retard,
the adjustments that would enable persons in the industry to earn in-
comes equivalent to those prevailing in the economy generally by
using equivalent resources of labor and capital. The dependence of
the affected sector upon government policies for its income is per-
petuated, and with it the burdens upon the rest of the economy. These
burdens show up in high taxes, or high prices, or both. In fact, in a
dynamic situation both the dependence and the burdens grow, as the

industry gets increasingly out of adjustment, Charts 1 and 2 illustrate
this.

12
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The rest of the country becomes increasingly restive at the
growing burden, continuation of the program becomes more and more
uncertain, and standards of support are whittled away. The burdens -

on the rest of the community and the income loss to the affected in-
dustry, which is only cushioned, not_eliminated, are reflections of a

basic national waste. This waste results from the continued retention

of labor and capital in industries and areas where they produce less
of value than they could. The waste may be tangible and visible in

huge stocks of commodities for whic

is no uge. It may be in a

less visible form, as resources denied productive use. It may be still
less visible in the form of commodities diverted into uses worth less

heir cost. Whatever its visibility, the waste is present and is the
root of the problem.

Chart 2
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These costs and evils of too much reliance on the protec-

tionist approach

are clear in the case of agriculture. We do not con-

clude from this experience that it would have been desirable in the
past, or is desirable now, to rely exclusively upon laissez-faire.

We conclude that a ricultural policy shou int

put much more emphasis on the adaptive approach, and

should do so now. We believe that if a small fraction of the
money, effort and thought devoted to protecting agriculture
in the past decade had been devoted to adapting agriculture,
the nation would be at least in sight of a solution today.
This is the main lesson that experience offers for the future
of agricultural policy. And, it is not a lesson for agricul-
tural policy alone. It is & lesson of broad applicability in an
economy facing and seeking dynamic change.”

Chart 3

MUCH HIGHER
PRODUCTIVITY
PERMITTED
MUCH MORE
PRODUCTION
WITH
LITTLE MORE
RESOURCES

3 1 1 11

il

e £ Produstivily s eaw of e
sl Forma Production

11

Repert

Sounce: Ecunemic
of ‘The V'redident, 1962

lAlL'LlAlAlAlA'AIAIAIA[A‘A[A‘.A'l“'&l‘l“‘l‘lLlAlLr
LR ] 1945 1950 1964 1980 M

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By THoMAS D. CAB0T, in which Messrs. EMiLIo G. COLLADO, Frep C.
Fov aad J. CAMERON THOMSON have asked to be associated: “The.adapt-
ive approach is well suited for agriculture beeause of the size and obduricy

“of the problem, but this does not mean that a similar approach would
“necessarily be preferable for other depressed segments of the economy.
Prescribing strong medication for a major ill does not indicate similar
medication is advisable for a minor ill. Even if we are successful in devising
a program which is a cure rather than a palliative, we may find it hard

to discontinue the
perpetuating because of the pressures fromi t rsonnel em :

-y
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It has been common for many years to say that aithough the
agricultural programs were unsound they were politically impossible
to change. We do not know if this was true in the past. But the fact
today is that the programs are being changed and will be changed
further. There is no longer a question whether we shall have a change.

The question is what kind of a change. This is the question to which
this statement is addressed.

III ROOTS OF THE AMERICAN
o FARM PROBLEM are to be found

e ——— S ——————

in a combination of five conditions,
no one of which, |

alone, would have caused it

Swi-[ﬂy Rising Productivity

1. Total pr ivi i i in
agriculture,
#

The total amount of resources — land, labor and capital
combined — required in agriculture to produce a given quantity of
agricultural products has been falling rapidly. Chart 3 shows
per cent ise in farm sroductivity from 1950 10 1S

50, This indicates
That total resources used

improvements.

Declining Use of Labor Relative to Capital

15




The amount of farm labor' required to produce a given
amount of agricultural product has declined relatively more than the
total amount of resources required. The character of technological
change has been such as to make substitution of apitaD for fabor )
efficicnt. The increase in the cost of labor relative to capital has also

unit of agricultural output declined 20 per cent from 1950 to 1960

onfarm labo

wsed still less farm !abor,

Ghart 4

SINCE 1940
THE USE OF |
| FARM MACHINES |
DOUBLED,
FERTILIZER
QUADRUPLED,
BUT
FARM LABOR
Wd4S HALVED

Index
BTN -

Fowrte: Ecanemie
af The President, 1 FARM RE&L ESTATEV AR HECHANICAL POFER FERTILILER

—— oy and WACHIRERY
wagapl Hashs

The Slow Growth of Demand for Farm Goods

3. The tom m'ﬂﬂﬂ for W has_grown
slowly, and this i jcal.

In the aggregate, the quantity of agricultural products that
can be soid at unchanged prices does not rise much from year to year.
The American peoplggre at a level of dict where they wish to spend

only a very small percentage of any increase in their per capita in-

1 Here and elsewhere, “farm labor™ refers to everyont working at farming, whether pro-
prictors or hired workers.
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worked in that direction. While total resources used in aarismrs RS {

t — and capital — as an adjunct of farm roduction also
rose sharply. An instance is the use o srstrially produced fertilizer
~nd other chemicalg,) It would have been even more € cient to have §



E\ comes on increasing their food consumption. In a lesser degree this is
f\D truc u@[&) onsumption (where the growth of demand for
“l arm produced fibers has been further slowed by the increased use of

nthetics }. Thus, although there are differences from one product to
amggrcgate consumer expenditure for agricultural products
grows only a little more rapidly than population. (See Chart 5 )
Foreign markets are also important for agricuiture, but contribute
little to the rate of growth of demand, for two main reasons. One,
in the underdeveloped countries dietary levels are low and popula-
tion is growing rapidly, but these countries car spare little of their
income for buying imported food. Two, the countries of Western
Europe have rising incomes but also rising productivity in their own
agriculture and most of them have tnght restrictions on imports of
farm goods.

The Low Responsiveness
of Demand to Price Changes

Foods are not close substitutes for other objects of consumer
expenditure, so that a decline in the price of foods does not cause
people to shift from buying other things to buying foods. But since
food is a large item in most people’s budgets, a decline in the price of

Chart §
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the food they have been buying docs have a considerable effect on
their ability to buy either more food or more of other things: For
reasons mentioned above, they will spend refatively little of the saving
on more food. Numerous studies show that to induce an increase in
consumption of farm products as a whole by 1 per cent, other things
being equal, requires a price decline of about 5 per cent, although con-
sumption of particular farm products is more responsive to changes
in their prices. '
Rapid growth of farm pr ' ;

growth of overall demand for farm products, together, means that if

“—ihe Tesources being used in agriculture are unchanged, their product

W The large decline in prices of
farm goods needed to increase consumption substantially means that
income per unit of resources used to produce the goods will fall.
Income per unit of resources in agriculture can be maintained only if
the amount of resources being used is reduced. And, since it has
become efficient to use fess labor and more capital in farming, this
reduction of resources would have to be largely, pechaps exclusively,
a reduction in the labor used.

The Inadequate Flow of Resources QOut of Farming

INCOMES e

The point here is not primarily that resources flow out of
agriculture less easily than out of other industries, although this is
probably true, but that the outflow of resources required from agri-
culture has been extraordinarily large relative to the resources
engaged. :

The resoutces engaged in any industry, or on the margin of
entering it, are of different degrees of mobility. If we look at labor,
which is the main case, we see that some workers arc better informed
about alternative opportunities than others, some are geographically
closer to the alternatives than others, some are more adaptable by
training or tempcrament, some are of an age or family status that
makes moving easier, some arc better able to finance the costs of
moving, and so on. A relatively small reduction in the labor force
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attached to an industry will come about through the movement of the
most mobile people, or simply by failure to replace people who would
have moved or retired anyway. But where the rcductlon required is
large it will depend upon the movement of faj :

is unlikely to take place{fapidly enough

Chart &
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Although the exodus from agriculture in the past decade or
longer has Béen large by alm see Chart it has
not been large enough. Two important special factors, in addition to
the large scale of the movement required, should be mentioned in
cxplanation First, the need for movement has been disguised by
temporary upsurges of demand for agricultural products, during
World War II and the Korean War, and by the price-supporting pro-
grams of the government. Second, the excessively high level of urban
unemployment in the four years 1958-61 tended to keep the move-
ment of labor out of agriculture less than it should have been.

The combination of these five conditions has resulted in a
persistent excess of resources, particularly labor, in agricul-
ture over the quantities that could have carned, by sale of
their product in frec markets, incomes equivalent to what
similar resources could have earned in other uses. This has
causcd. and has been revealed by, a persistent tendency for
agriculturai incomes to be lower than other incomes, and to

gcline relative to nonfarm incomes dcsEite large public ex-
_penditures for the support of farm i Incomes.

R e P — 2 i

i9



I THE MEASURES TAKEN TO
e DEAL WITH THE FARM PROBLEM

have their rools

in the exceptiona”y low demand

and low income of the 1930's

and in the exceptionally high demand and
high income of World War II yeafs.

The problem of agriculture we have been describing dates
back at least in some degree to the 1920’s. This problem became
merged in the 1930's with the problem of the effect upon American
agriculture of a massive world-wide depression. In the critical situa-
tion thus created the government initiated a variety of strong measures
to support agricultural prices and incomes, the most durable of which
was government purchase of agricultural products at prices above the
tree market levels. The rationale provided for these programs was a
mixture of depression circumstances and longer-run characteristics
of agriculture. However, these programs could be described as
depression-oriented in two senses. First, with nonfarm unemployment
extremely large and pervasive, effosts to move resources out of agri-
culture could not have been successful, Second, there was a reason-
able prospect that when prosperity was regained the market would
yield farm prices and incomes above the support levels and agricuiture
would float free of the suppofllaas

In fact, duri
above the support levelST™Fae excess stocks accumulated in govern-
ment hands under the programs of the 1930's were used up. Farm
incomes were at a high level.

This condition persisted for about two years after the war
while European agricultural production was low and relief and re-
construction needs were high. But in 1947 the situation changed
radically, as had been clearly foreseen.!

1 See Agriculinre in an Expanding Econamy. A Statement on National Policy by the Re-
search and Policy Commiltce. Commiltee for Economic Development, 1945,

20
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The agricultural resources that had met wartime demands
could produce much more than could be sold at the existing prices.’
Farm prices and incomes began to decline in 1948,

Although this decline began from high levels it was believed
that if nothing were done the declinc might proceed very far. Some
increase of demand could be expected as population and income in-
creased, but this would not cut much into the excess of resources

engaged, as _productivity was also rising,,
In these circumstances a fundamental decision was made to

g‘i éuE:p_'ort Ericeaof certain farm products — the most important being

corn, wheat, rice, cotton. “tobacco, peanuts and dairy products —

= . - ' — m——— =

hc tices at ve sold in free
markets. This was to be dore by government purchase of the quanti-
Trs that could not be sold in private channels at the support prices.

This has been the main ingredient of fafm policy in the postwar

period. Under this program annu nditur

price and income support rose from about $1 billion in 1948 to over

35 billion in 19614 By, 1961, the government had accumulated stocks
illion. By 1962 the

=f farm commodities for which it had paid $9 billio
costs of keeping the stocks 1n storage were running around $1 billion
2 year. '
Am——
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Several changes were made in the basic program in an effort
- to check the rise of costs and stocks, The most important of these

L S

werc:

1. Gradual reduction of price support levels.
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2. Limitation of the acreage that could be planted to par-
ticular crops. :

3. Withdrawal of some land from cultivation through gov-
ernment rental.

4. Subsidized export of some commodities, including ex-
tensive use of farm products in foreign development

assistance.
Chart §
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None of these measures has been carried so far as to change
the basic character of the program. The reduction of price support
levels from 1953-54 through 1960 (see Chart 8) was so gradual it
hardly narrowed the gap — except for corn and dairy products —
between the support levels and the prices at which the product could
be sold. Market prices were declining as productivity rose. (In 1961
support levels were raised.) Acreage removed from use in particular
crops was diverted to other competitive crops. The rental of land
was on too small a scale to make much difference and was carried on
in a way that encouraged more intensive use of the land remaining
in cultivation. The export subsidy program did help significantly to
slow down the growth of stocks, but it did little to relieve the Ameg-
Jcan Taxpayer, especially since a large part of the exports was in

SERpEven away,)
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V CONSEQUENCES OF THE POLICIES
s FOLLOWED SINCE 1947

are summarised briefly here.

l. Farm policy may have moderated the decline in farm
incomes, per person engaged in agriculture, that would have occurred
if there had been no farm program after 1947, but it has not pre-
vented a growing gap between farm and nonfarm earnings. In addi-
tion, it has left many farmeérs in a situation where withdrawal of
government programs would cause a sharp drop in their incomes.

2. The program has not helped most the farmers who were
most in need of help. Since the attempt to support farm income has
been made by way of supporting the prices of key farm goods, farmers

who market the most get the most out of the support program. Smaller
farmers, who market less, do not receive iargc amounts from the

price-Income support programs, -

" 3. The support of prices has deterred the movement of
resources out of agriculture. It has given farmers erroneous ta-
tions of the earnings their labor might vield in agriculture jn the
futu;g The high support prices, plus the technological change in-

creasing the amount of land a farmer could eﬂicmntly work, have
rzised land prices isled the farmer e ac-
tually earning. These same factors, plus the financial capacity created
by the higher land values, have encouraged the investment ofCapit

. in agnculturc

4. Other aspects of farm policy ha.vc done too little to bring
about the withdrawal of resources from agriculture. Little of the con-
siderable withdrawal of resources that has occurred was the result

of policy.

5. Controls have diverted some land from its most economic
use to less economic uses, tending .to reduce efficiency in agriculture.

6. Taxpayers have b&me a heavy burden which, given the
character of the Federal tax system, has impeded the growth of the

23




economy generally. In recent years Federal outlays simply for carry-
ing accumulations of surpluses have come i0 about $! billion
annually.

7. The negotiating position of the United States in bargain-
ing for freer access for American agricultural products to European
markets has been impaired by the fact that the United States was
subsidizing its own.exports and imposing quotas 1o _protect high
domestic prices.

8. Underdeveloped countries have received more assistance
from the United States in the form of more agricultural commodities
than they would otherwise have received. But without these programs,
and the burdens they imposed on the American taxpayer, they might
have received other assistance more valuable to them and less costly
to us.

9. Some segments of agriculture have been subjected 1o
controls on their freedom of action.
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THE CHOICES BEFORE US: .

* (a) leakproof control of farm production
or (b) a program, such as we are
rccommre, to induce excess
resources fpeople primarily) to move

_Capz'dly out o géncuiture.

The preceding summary of consequences shows that the
agricultural policies of the past should not be continued. Recognition
of this has been growing and is now widespread. The proliferation of
suggestions for new programs is evidthc of this. While the sugpes
tions are endlessly varied and complex, we belicve that real alterna-
tives to the course we have been following fall into two gencral
categories,

ONE ALTERNATIVE is a stringent, leakproof control of
production, so that farmers will get hig i g sma :

+ [1]

“Of sales. Whether this . 3
e, M, . .
. m n America is uncertain, Such a program

would change the form of the burden on the nonfarm community

from high taxes to high prices. It would change the evidence of waiste.
W g stocks of surplus products to idle land, labor and
capital, withheld from farm use and not channeled to other uses. All
other consequences of the program would be essentially the same as
those of the past policy.

THE OTHER — adaptive — alternative is a program to per-

mit and induce a larEe'-. raeid movement of resources. nate- *
bly labor, out of ggricylture. This is the progrant we recon-
mend,In our opinion. it is the only approach that offers

solution from the standpoint cither of the agricultural com-
munity or of the non-agricultural community.

We describe such a'program in the rest of this statement.
There are however two points of great importance that should be
made here.
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First, if we choose the adaptive course recommended here,
we must_pursue it_in a large scale, vigorous, thorough-

going way. ___

Small steps will not do. We are dealing with a big and diffi-

cult problem. We are proposing an alternative to programs that now
cost $6 billion a year and involve massive government interference
in the free economy. The alternative we offer will cost very much less
after a short period. It will change government’s role from supplant-
ing the market to improving the market. But it wiil not be cheap and
easy; if it were, it would not be effective. _
We are recommending many governmental activities here
that we would usually regard as The circumstances,
however, are unusual. Agricultural: policy has brought into being a
vast field of governmental activity. These activities cannot simply be
dropped,; it is necessary for agricultural policy to work its way out of
them. The relatively few, and in part temporary, governmental ac-
‘tivities recommended here will, we confidently believe, enable national
-farm policy to work its way out of a larger number of otherwise
‘permanent governmental operations in the economy.

Second, we must be prepared to moderate the temporary but
sharp decline in farmers’ incomes that would otherwise oc-
cur in the shift from rhe protective appraach to the adaptive
approach.

The program we suggest contemplates that a major part of
the required aﬁlustment in agriculture would take place over a five

year period. We recommend steps to supplement, on a diminishing

+_Scale, the incomes that fasmers would earn in free markets durin g

that period. This does not mean that no further movement of

out of agriculture will be required after the five year transition
As lon as the rise of productivity in agriculture equals or exceeds

the ri .the rest of the economy, some movement from agricult

is likely to B¢ pecessary. But after the transition period the required

movement would be ond scale that would not strain normal processes
of private adjustment or require special measures of assistance. Therc
would be a continuing, graduallx emcrEmE excess of resources in

agriculture, resultmg_rom the gradual growth of productivity and

26
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population increase, but this excess would be continuously moved out
of agriculture. It wouldmmm
stantially below the incomes of comparable nonfarm resources.

The transition we visualize will not bring itself about in a
five year period. Action will be required to bring it about. We believe
that the transition can riod if the program
recommended here i
period depends considerably upon high employment in the nonfarm
economy. But we cannot be certain that our estimate is correct. Un-
foreseeable developments, for example, in foreign’ markets or in pro-°
ductivity, may cause’ difficulties. In other words, there are uncer-

should be prepared to share the costs of these uncertainti , and not
leave them to t_;w. We must watch the progress of the
program and be willing, if necessary, to adjust it in ways consistent
with its basic philosophy. We are confident that the direction we point
out is the correct one, and while there are uncertaintics about rates
“and amounts these uncertainties are preferable to the certain wastes
and frustrations of the alternatives.*

It will be seen that we describe the agricultural problem in
general and propose a general program for its solution.** We do not
have a program for hard winter wheat and a different program for
long-staple cotton. Analysis and experience show that a list of pro-
grams addressed to the specific problems of specific parts of agricul-
ture does not solve the basic problem of agriculture. At best it re-
distributes the problem among the parts of agriculture. There ‘are
differences within agriculture, some of which are recognized in our
program and others that would have to be considered in its applica-
tion. But with respect to the basic problem, the excess of resources,
agriculture is a unit. Enough of the land, labor and capital in agricul-

ture can be shifted, and is shifted from one agricultural product to
another, and the products move sufficiently between one use and

MEMORANDA OF COMMENT, RESERVATION OR DISSENT
*By J. CanteroN THoMSON: I would emphasize the possibility that the

program. if adopted, may not go forward in total or as to important segments

according to schedule because of the complexity of the agricultural industry.
- (Continued on following page.)

**Memoranda by Messrs. FReberick R. KapPeL and I. CAMERON THOMSON
on following page.
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{(Memorandn continued from previous page)

its relation to other industries, the responsibility of both government and
privatc business. and the influence of foreign government policir on our
exports. Adjustments in the timing of the program will undoubtedly have
to be made and if so. we must recognize the necessity for cushioning the
drastic effects of the program on the agricultural production industry. Ad-
justments where necessary must be consistent with the basic objectives of
the program which I feel are the continued production of an adequate but
not excessive supply of foods and fibres through reliance on an unregimented,
private agricultural production industry, utilizing to the fullest practical
extent scientific and technological developments and having available adc-
quate, competitive profit incentive.” : '

E‘ BE FREDERICK Bl-KAFPELj “This program represents a start toward solving
some parts of the agricultural problem. However, it should not be looked

upon as a complete solution. This Policy Statement deals primarily with the
coduction problem, which involves the over-emplovment of Jabo

related tg . -r- |gv_',_

note amhic ¢ ; TorT o

= products and i catest amou

i i ith the greatest numbers ot Ia workers and
t west average farm incomes.

seRy J. CAMERON THOMsON: “While recognizing the soundness of an overall
approach relnted to general principles, 1 believe that exceptions must be
made. 1n my opinion, it is necessary to consider at Jeast some specific cases,
in order to avoid the danger that even a sound over-ail approach may not do
justicc in all instanccs. One such case is the dairy industry. Its size and its
specific problems call for particular consideration. Another instance con-
cerns wheat. No distinctions are made here among the differing probiems and
situations of different types of wheat. Yet there are very great differences. We
use in this country only about a third of our production of white wheat,

’ | J grown mainly in the Pacific northwest, and we have exported about two
Q thirds of it, largely as surplus food, in the past decade. In the casc of hard red

spring wheat, anaual domestic disappearance has amounted to about 80
per cent of the crop, and all ot nearly all of the rest has been commercially
exported and paid for in dollars. Diffcrent recommendations are nceded for
the two crops. North Dakota gets from wheat over 40 per cent of its cash
receipts from farm marketings, and three quarters of its wheat crop is hard
red spring wheat. 1 belicve that when legislation is enacted to implement
broad changes in our agricultural policy that this legislation will have to
recognize the special considerations relating to the production of such crops
as hard red spring wheat, and the effect on the economy of trying to apply
generalizations to agricultural policy in particular areas with limited eco-
nomic choices.”
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another, to require this total approach. An excess of resources in one
part of agriculture depresses incomes throughout agriculture and

withdrawal of any excess resources will improve agricultural incomes
generally.

f 7
Before presenting our program for agricultural adjustment

we would like to make clear our recognition that United States agri-
culture has been adjusting vigorously on its own, for many years, to

market pressures. Qur program suggests governmental action to facil-

_tate the adjustments the American farming industry has been making
privately. One of our principal reasons for thinking such a program
will succeed is the evidence that American farming has exhibited a
large scale readiness to adapt to change; an adaptiveness that marks
our farm industry as a vigorous participant in the free enterprise
system. This evidence may be seen in Tables 1, 2, 4 and 6 m
Appendix A, and in Charts 3, 4, and 6.

We havg naled ;hg; ggggu];g;g 5 cEef need is a reduction o

the nu leina . Fa armers hﬁgg hm moving out

of agnculture on.a grand scal

It is equally evident (see Chart 4) that thc farmer in the
United States has devoted a great part of his eamnings and energies
to the purchase of machinery and the use of advanced technigues,
thereby (see Chart 3) contributing markedly through high farm
productivity to the nation's potential overall economic efficiency. The
program we are proposing is aimed at realization — for the farmer's
bencfit and the nation's — of the full potential of United States agri-
cultural efficiency.*

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By ALLAN SeRouL, in which Messrs. FRep C, Foy and TuHoMAs B,
McCa8E have asked to be associated: I am disturbed by this tribute to
American agriculture, not because 1 would subtract from agriculture’s great
accomplishments, but because the same thought is better phrased in the

introduction to the Statement and because its repetition in this form at this -

point could suggest to those who favor present programs that we can kecp
on in the way we have been going and cventually work out of the mess we

b

- 77
rid of
hryve ﬂd-‘m

are in, It should at least be emphasized that the pro which has been
made by agriculture in Adfusting to market pressures in recent years has

been _made largely despite government cfforts to protect it from these
pressures.”

29



{

¥

e A i

30

THE PROGRAM IN SKELETON
We begin with

A. Policies and Programs
for Attracting Excess Resources
out of Farming

Getting_excess IeSOUICEs out of use in farming is

fundamental to the solution of the farm problem,

and the fundamental condition for doing this _is
Y — —

An Improved Labor Market

Under this gubject We consider
and
Labor mobility
— Job information
— Training in needed skills
— Defraying the costs of
moving
Within a framework of general high cmployment

Next, the program makes recommendations for
Adjustment of Agricultural Prices

After which, we come to the second major past
of the Adaptive Program for Agriculture

B. Cushioning the Process of Adjustment

by means of three transitional programs
A Cropland Adjustment Program
An Income Protection Program
A Temporary Soil Bank
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VII A PROGRAM FOR
» AGRICULTURAL ADJUSTMENT-

calls (a) for policies and programs
lo allract excess resources

Jrom use in farm production,

and (b) for measures to cushion
the effects of the adjustment

on property and people.

First and fundamentally, we propose a set of measures de-
signed to bring about a condition in which;

l. A much smaller total quantity of resources will be used
in agricultural production;

2. This smaller total of resources at use in farm production
will be composed of a much smaller amount of labor, and,
possibly, somewhat less capital;

3. Production per unit of resources used in agriculture will
be higher;

4. Earnings per unit of resources used in agriculture will be

1gher. on the average, and these earnings will be obtained
\g&, rough sale of farm products without government subsidy

Ol' Sll

Adjustment of farming to this condition is basic to solution
of the farm problem.

Second, we propose a:set of temporary, transitional mea-
sures designed to:

I. Prevent a shacp decline in farm incomes, and

2. Avoid further additions to stocks of farm goods,

while the basic adjustment to the COl’ldIthl‘l sketched above

is being brought about.*

¢ A MI—MORANDUM OF COMMENT on the program, by Mr. Faep C. Fov, is noled
on papge §
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It is an essential charac teristic of these transitional programs
that they should cushion the adjustment, but should do so in ways
that do not prevent or retard the adjustment.

Attracting Excess Resources
from Use in Farm Production

This is the heart of the matter in aggicultural adjustment.

_Excess resources in use in the production of farm goods is
the farm problem. Everything else suggested here is for the
purpose of facilitating the fundamental transaction — with-
drawal of excess resources from agricultural production —
or serves to hold things steady while the basic transition is
taking place. '

An Improved- Labor Mafket

: Some of the measures we are suggesting here are broader

. than the program traditionally associated with agricultural policy,

. or lie outside what has been the usual farm policy scope. The fact is

; ,Y,v\"b 2 £ that the well-being of agriculture cannot be assured by programs
\(" bt b~ having to do only with the production and marketing of farm goods:

S w""’va"a?,:.- healthy agriculture requires a healthy economy as a whole and healthy
. u,l*""b VA% relations between the farm and nonfarm scctors. It is obvious, there-

J,.‘L"' . fore, that the Department of Agriculture would not be called upon
';0_\.-} to administer all the programs suggested here, but that, regardiess of

the fact that they are suggested in connection with solving the farm
problem, they should be administered by agencies best able to do so.

1. High Em;;loyment

The maintenance of employment opportunities in non-
agricultural industry and services is an essential condition
i for the most satisfactory agricultural adjustment.

In our diagnosis, the problem of geiting excess resources
ont of agricuiture is a nonfarm employment problem: resources, par-

ticularly labor, are engaged in_farming when they could produce
Wﬁ.‘mw . This implies that opportuni-

T1s for their employment exist or can be created outside of agricul-
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ture. (Sec Appendix A, Table 4). If this were not true, the problem
of agriculture would be basically different. "

We believe, of course, that high and growing employment
can be maintained in the nonfarm economy. We have discussed the
steps necessary to achieve this result in a recent statement' that
emphasized: ‘

a) The potential contribution of monetary and fiscal policy

to a steady rate of growth in total expenditures for goods

and services, and ) -

b) Moderation of the rate of increase of wages and other

labor costs, so. that the rise of total expenditures is not ab-

sorbed by higher prices, but takes effect in raising produc-
tion and employment.

The importance of high employment for a resolution of the
farm problem must be emphasized. The movement of labor from agri-
culture has shown itself to be responsive to the state of the non-
agricultural labor market (See Appendix A, Table 2). A sustained
period of high employment would itself make a major contribution to
agricultural adjustment, and would contribute to the success of any
other measures that may be undertaken. '

While emphasizing the importance of high employment in
the non-agricultural economy for the speed with which agricultural
adjustment can be effected, we do not mean to suggest that the other
. parts of the program recommended here must await the achievement
of high employment or should be suspended in the event of future
departures from high employment. There has been significant move-
ment of people from agriculture even in recent years when unempioy-
ment was unsatisfactorily high, and even in such circumstances mea-
sures to facilitate the outmovement will have coastructive results.*

 Fiscol and Monetary Policy Jor High ‘Emplovment. A Statement on Mational Policy
b; th_:e Reseatch and Policy Committee, Committee for Economic Development, January,
1962,

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

* By Freperick R. KAPPEL: “The problem of absorbing the increased flow
L be formidable iz vi

of labor out of agriculture under these proposals wi

—ofThc_prospeciive ; _This adjustment ma
take longer than suppested in the stutement unless more atiention is given
to increasin. farm job opportunities by encouraging expansion of in-

~vestment and output in the private cconomy through tax reform and other
incentives.” o

e
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2. Education _
Table 3 in Appendix A shows that cent of the farm

opulation is presently below the age of 20.

p
mmmprEwE™Th OUr Opinion, 15 4 main key to agricultural adjust-

ient; we have an oggg;tgn';g to secure long-lasting telief from the
income b

I
overburden of people DL ing upon { etti
mumber of le out of agy i it
It is obvious that the extent to which we may be successful
in using this key will depend upon the impression the farm youth gets
when he looks at the nonfarm economy with an eye to uprooting him-
self permanently from farming. If employment prospects off the farm
.are high and growing, the attraction to farm youths of training for non-
farm careers will be strong; if the current prospects for employment off
the farm are not attractive, YOUng people deciding whether to commit
themselves to a career on the farm orin the nonfarm economy <an
be expected to decide in large numbers that the long term prospects
are best in farming. This tends t0 perpetuate the farm problem.
Recent studies have brought out that tewer farm youths
than others (a) graduate from high school, (b) enter college, and
(¢) graduate from college. '
Attendance of boys at school falls off sharply in countryside
school districts, by comparison with the nation as a whole and with
urban schools, beginning with the 16-17 year old age brackets (final
years of high school)

Per cent of Males Enrolied in School

Place of Residence
October, 1960

: RURAL . Usual School '
Age Groups TOTAL URBAN NONFARM FARM . Grade '-
5 years 64.1 741 - 580 337 i Kindergarten
6 years - 978 988 i 980 1 927 ' First

7 to 9 years 99.6 - 99.6 | 997 . 997 ! 2-3-4 i

10t0 13 years 994 . 995 005 . 986 @ 5-6-7-8 i

144 15ycars 979 . 980 . 983 © 963 ' Fr&S, HS.

16& 17 years 845 gs1 ¢ 854 ¢ 797 ! Ir & S, HS.

18& 9years ; 478 . Shé 468 - 335 1 Fr&S§,Co .

20& 21 years 271 311 ¢« 208 , 188 \ Jr&St,Col. |
¥ 5 ) 1

1 Burcau of the Census, Current Papulation Reports (school grades supplied).
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tion as it rclates to far

Table 7 in Ap

vocational education funds,

m

pendix A illustrates another facet of educa-
ing: the United States as a whole derives 4.3
per cent of its personal income from farming, and no state derives
more than 26.1 per cent; yet the nation devotes 44.5 per cent of its
exclusive of funds for home economics
training, to training for agriculture. In the 20 States getting the

highest percentage of personal income from farming (North Dazkota,
26.1 per cent to Texas, 6.5 per cent in Table 7), all but two — Arizona
and Vermont — spend over half of their vocational education funds,

excepting home econonics, for trainin
y states where farming is strongest

This means th;t in man
vocational education
m

any peopie i agriculture by holdin

gt y £.ouf gxtraordinary Opportuni-
ties to train for farming as & ypcation

tends to pe

America's R

lished in 1954, gave the followin
tween the father's occupation an

Father's
Occupaiion

Professiona] and
semiprofessional

Managerial

White collar (clerical, '
sales, service)

Factory, craftsman,
unskilled, ete. :

Farmer

esources of

Percentage of High Percentage of High

g in the skills of farming.

roble

Specialized Talem,! study pub-
g summary of the relationship be-
d higher nducatiou:'

School Graduates School Gradugtes !
Entering College - Graduating from College
67% ) 40%
50 ; 28
48 27 :
26 15
1
24

11 :

The tendency for farm youths to have fewer years of school-
on vocational education for farming, together
showing the relatively low proportion of farm
youths in colleges, indicate that it is necessary to give attention to the

ing, and the emphasis
with the above figures

amount and the kind of educatio

level,

1 Report of the Commission on Hu
Brothers, New York), Dael Wolf

n farm youths get below the college

man Rescurces and Advanced Training (Harper &
¢, Dircctor, :
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We have three recommendations on this vital aspect of the

farm problem.
g program for Fed-

a) This Com
college level in the

eral aid to
js program were put into effect, its

low income states.' If th
he improvement of educational at-

preponderant effects in t
1d be felt in lower income farm states. We

tainments wou
once again urge adoption of this program, and rejection of

proposals for. aid to all states.*

mittee has recommended

s Committee has point
deral effort 10 provide research and in-

state education departments and
gkills are in demand of coming

Thete is need, a3 thi
for an expanded Fe
formation to help guide
jocal school boards in what
into demand.?

G)WML
the national needs (1LIQ gge the number of gcoglg con-
mitted for theil g’gliaggd (7] farming, and (ii) to raise the
al attainment, by measures to bring the

narional education
participation of farm youths in higher education up to the
national standard. Our recomymendation (a) above tends in

this direction, by increasing opportunities for youths in
Beirer Public Schools. A Satement on Mationa} Policy by the Research
ittee for Economic Development. December 1959,

v, A Statement o0 National Policy by the Re-
for Economic Development. June 1961.

[
1 Paying jor
and Policy Committee, Commy

1
2 Distressed Arcas ina Growing . Econont
search and Policy Committee, Committee

> MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

main key 10 agricuttusal ‘adaptatigh
Public_Scho

policy statemcnt Of ation, (Paying for Better _
wssent trom the Commitice's recommendation that ederal aid 10 public

cducation be confincd to the low income states. Even high income states are
unlikely to reform state and local tax systems 10 the extent required by the

imperative need for larger budgets for education.”

olg), 1 mwust

o
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lower income farm states to qualify for college. There should
also be a general increase in the availability on the basis of
need and merit of loans and scholarship grants for college
education. State and private funds for this purpose have
been increasing and should continue to do so, Federal loan
and scholarship funds for needy farm youths qualified for
college study should be provided quring T ¢ transition period
in which a rapid migration from agriculture is needeq, Here
aiso, as 1n (a) above, major effects wou e telt in lower
income farm states. :

It should be reéognized by all agencies, public and private,
that on the average the farm youth, more often than the nonfarm
youth, will have to tive away from home while he is at college, and that
a college education therefore tends to be more “expensive™ for farm
youths than for others. This should be taken into account in judging
need for financial help, ;

3. Mobilit
Early in 1962,

: a Federal Man&wer Developmeny gnd

Training Act was enacted. The objectives of the Act are to “appraise

power requirements and resources of the nation, and 1o

develop and apply the information and methods needed to deal with

the problems of unemployment resulting from automation and tech-
nological changes and other types of persistent unemployment.”

In farming the counterpart of unemployment resulting from
automation and technological changes is underemployment, or, as we
have discussed it here, excess use of resources.

We are glad to see the problem of the excess use of resources
in farming, particularly excess commitment of people, integrated with
the general problem of the nation's manpowcr reqitirements. and the
national, general need for policies to help the nation adapt to the ever

'changing skill requirements of the economy.

This coincides with our view, basic to the adaptive approach
We are recommending for solution of the farm problem,
that the farm problem is not unique, but is, rather, the lead-
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ing case of a large class of problcms where an industry is
using too many Tesources, and, that solution of the farm
problem lies in policies tending to improve, generally and
overall, the efficient use of our resources, rather than in
protectionist, specialized “farm policy.”

The provisions of the ne an be an ims

portant ste in guidin and casing the movement out of farming of a
large number of Eogle_ " a short time, if the Act’s purposes are

interpreted as applying fully and specifically to the farm problem, and
if they are vigorously pursued in that light. This includes:

Job Information

The Act requires the Secretary of Labor to promote, €i-
courage or directly engage in programs of information and communi-
cation concerning fnanpower requirements and improvement in the
mobility of workers. We recommend additionally that:

The Federal-State Employment Service be expanded to rural
areas, angd its coverage made national and regional, rather
than local only, and that:

The present farm labor service should expand ifs responsi-
bility to include placement in off-farm work, instead of
limiting its referrals to farm employment.

Careful attention should be given to the impact of the
foreign worker program upon the wages of domestic migrant farm
workers. '

Retraining and Movement

The new Act establishes procedures for selec i train-
ing workers for occupations requiring new skills. It specifies that
workers in farm families with annual pet income under $1,200 are

eligible for .retraining assistance under the Act. The Act provides
allowances for training, subsistence and transportation, and for Fed-
eral assistance for state and private occupational training schools.

The adjustments required in agriculture will call for the
movement of many people who would not be eligible for
retraining under the provisions of the Act. 1t confines re-
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training allowances and other assistance to workers in farm
families with net annual income below $1,200. Basically
our objective should be to provide assistance for retraining
where the individual will not get it without assistance and
where the retraining will substantially increase his ability
to produce and earn income. Some arbitrary definition of
eligibility may be necessary for administration of the Act,
but we believe that the present definition is too restrictive so
far as agriculture is concerned.

The retraining of farm workers Ieavin-g farming should be
ose_responsible for the administration of the Act should
have it clearly in mind that farming is the leading case of
misusc of resources in the American economy, that over-
mmm\mlihmd is
the special form of the use of excess resources in agricul-
ture, and that the Manpower and Training Act should con-

sequently be applied with all vigor to solution of the farm
problem. '

The provisions in the Act limiting and qualifying direct help
programs to avoid abuse should be fully and carefully
observed,

We recommend that retrained farm workers leaving farmin
should be assisied in moving to nonfarm work sites, by a
program of loans to cover the cost of moving themselves
and their families, Such assistance should be given once only
e purpose of leaving farming. It should be given only

for movement from areas where there is excess labor supply
and only for movements in excess of, say, 50 miles.*

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By Frep C. Fov: “Therc appear to be real dangers in this proposal. Such
loans, if made at all, should be confined to those situations where the bor-
rowcr already has a job in a nonfarm area, Otherwise the loan may result
in additions to both the uncmployment and relicf rolls ia some other area,
even though the worker miy, as the recommendation supgests, have com-
pleted a retraining program.”
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It should be emphasized that all such direct help programs
chould apply to farm tenants, hired hands and domestic _migrant

as well as tnd their families.

We regard direct help to farm people in finding better op-
portunitics in the nonfarm labor forcc as necessary and
desirable, because wé believe that a _sm Sl

funds now sp_egi on agricultural subsidies would, if spent in

ways that tended Eositively to induce the nceded movement
esult in higher national

of human resources out of farminﬂi T g
a

income and lower national outlays on subsidies.,

Adjustment of Agriculturall Prices

The basic adjustment required to solve the farm problem,
adjustment of the resources used to produce farm goods, cannot be
expected to take place unless the price system is permitted to signal
to farmers how much is wanted, of what.!

Therefore, it is recommended that a Price Adiustment Pro-

ﬂt gram be instituted. .

In order that the prices of out major farm products should
give the correct signals for investment and production, the
prices of cotton, wheat, rice and feed grains and related
products now supported should be allowed to reflect the

estimated long run “adjustment price” of these products.

The adjustment price would simultaneously satisfy two con-
ditions. WCC at which the total output of the

commodity can he sold to domestic consumers of in com-

mercial export markets without government subsidy. Second.

it is a pric officiently employed in
agriculture, after a period of maximum freedom to move
__-_.__—---‘---—-_-_

i The importance of the correct price signals for farm products was highlightcd by re-
cent developments in the Jdairy indusiey. During 1960, production and consumption of
dairy products were about in balance and the government had to purchase only small

amounts of surpluses.” Then, in late 1960 and catly 1961, the support price for dairy
products was increased. This higher support price, together with lowet feed graim
prices, induced o sharp incrcase in the production of dairy products at a time when
the demand (or duiry products was ot cxpanding. The result has becn mare resources
in dairying, morc output, and sharply increased expenditures for acquisition of sur-

pluses (o support prices of dairy products.
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out, could earp i S_equivale earned in the
nonfarm economy.* -
arm_cco

%
the present support price and js likely to remain so even after a period

" of stimulated out-movement. This means that at prices below the
?rcsent support prices sufficient resources would prefer to remain in
agriculture, rather than move out under favorable conditions, to
produce as large a volume of these commodities as would be bought
by consumers, at home and abroad, at these- lower prices. The
willingness of labor to remain in agriculture after g period of maxi-
mum opportunity to move out, with the incomes they can earn at
these lower prices, will be objective evidence that these incomes are
“satisfactory.” It will be possible for labor to eary satisfactory in-
Comes at Iower commodity prices because output per worker will he
increased by two developments: a) the number of workers will be
substantially reduced, which will increase the capital each worker has
to work with, and b) restrictions On output per worker will be
removed, '

: While the adjustment price for most of the major commodi-
ties is below the present support level, it is above the price that would
result if the total output that the resources now in agriculture would
produce were sold in ag unsupported market. Such a purely free
market price would be lower than the adjustment price we have in
mind because it would resujt from marketing crops without previous
adjustment of the resources used in their production. We propose
below two measures, an expanded Soil Bank and and Adjust-
ment Program, to keep production from exceeding demand at the
adjustment prices during the transition period while the basic oug-
movement of resources is taking place.

The purpose of setfing the adjust_msnl_p:ice_is_co_gmg

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By Frep C. Foy: “The last sentence should read, ‘Second, it is a price at
which resources cificiently employed in agriculture, after 2 period of maxi-
mum {reedom to move out, could carn incomes sullicient Lo satisfy their
owners without nced for governmental or other artificial support.’ The idea
that all carnings on invested capital or Payments to labor should be cquiv-

alent throughout all scgments of the economy, is highly theorctical.”
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farmers the ‘bie indication of the rices t! i

receive during and at the end of the transition period, so that ¢

farmers who do not think they can carn incomes_they _ICS )

@@W avantage of thetran: ition perio

-l “ourylt is not proposed that the government should support
prices at the adjustment price levels after the transition period.
Neither should it be expected that market prices will remain perm-
anently at the adjustment price jevels after the transition period. The
long-Tun course of agricultural prices will depend° mainly upon the
rate of growth of agricultural productivity and the rate of movement
of resources into and out of agriculture. :

We do not faver a gradual lowering of farm prices to the

although ‘we ook a Eosition in our statement on
e o o sraduatism, Gradual price rcductions in

cces used in farming fast
cnough and have not allowed total groduction 1o flow into usc.

Therefore,
" it is recommended that the price s¥ oris for w.
ow under price SU orls

rice, feed grains and related crops n
{ i ] To The prices that could he exgcgted
10 L and use. after the transition period, with-
out new additions (0 government stocks.* y
SRS __-.-—_
undesirable effccts on farm incomes during the transi-

tion period should be handled separately and simultan-
eously, as suggested later.

The importancc of such price adjustments should not be
further com-

nderestimated. The lower Bricc levels would discOurage
it appeared

u
mitment of new groductive fesources-10 those Crops unless
so, the

profitable at the lower prices. lower prices would induce
some increased sales of these products both at home and abroad.

Some of these crops are heavily dependent upon export markets.
Finally, these price adjustments would put the United States into

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By J. CAMERON Tuomson: “1 would add to this that they should cqually
ceflect consideration of the cost of production of supported comemoditics bY
a substantial portion of the most efficient farmers.”
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position to begin disentangling itself from €xport subsidies, import
quotas, and other inconsistent policies which now surround’ our
foreign trade in these farm products,

Specific adjustment prices to satisfy these principles will
have to be estimated when the program is initiated, in terms
of the facts and outlook at that time. It appears that at the
present time (1d-1962)) the adjustment price would be,
or cotton abouy ents a pound, for rice about $3 a
hundredweight, for wheat about $1.35 a bushel, and for
feed grains the equivalent of about $1 a bushe] for corp.!

These prices for wheat, rice and cotton are believed to ap-
proximate the prices at which these crops would be sold in the market
without further accumulation of surpluses. The suggested price for
feed grains is about the level that had been maintained for feed grains
for two years prior to 196}, ; :

To keep feed grain praduction from outrunning usage at
the suggested adjustment price, we recommend below 3 Tempora
Soil Bank, desighed to hold output of feed grains below 155 million

Consequently, althoygh government supports of the crops
designated above would continue at the adjustment price levels dur-
ing the five year adjustment period, it is not expected that the goy-

erament would acquire S“’p_‘wwxwm and tem-
S rem—— s
porary cltiumsianess* :

1 These prico levels were estimated by specialists in the field and are based upon their
judgment as well as 2 number of unpublished and published statistical studjes regard-
ing the levels at which the domestic and internationa) matkels for these products would
clear under the assumptions of the proposed program, Among the published studies

feges IRM? Advisory Commitiee on Larm Price and Income Projections 1950255,
Senate -Document 77, 86th Congress, Second Session, January 20, 1960; Ecomomic
Policies for Apriculture in the 1960's, Materials Pre, for the Joint Economic Com.-
mittee, 86th Congress, 2nd Session, I960: W. A. Cromart ,» "Free Market Price Pro-
jections Based on a Formal Econometric Model™ and Armold Paulsen and Don Kaldor,
“Methods, Assumptions and Results of Free Market Projections for the Livestock and
Feed Economy.” both in the Journal of Farm Economics, May [961.
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does
not sulfer as a result, whereas the errors of too ‘nigh a level cay oniy

The effects of the adjustment prices would reach beyond
our borders. The adjustment price suggested for cotton would pcrrriit
our domestic cotton mills to compete on a more even basis with
forcign mills, in our markets and in foreign markets. At present,
forcign mills can buy United States cotton more cheaply than can
our domestic cotton producers. The same would be true of our do-
mestic flour millers and rice exporters.

An estimate of the market adjustment price for farm prod-
ucts will be partly a matter of judgment as long as markets are not
free and earnings in farming are too low. However, this judgment
must be made, and the preferable direction of error, if any, is clear

in our present situation. 57 :
L ¢

moved to levels that, if wrott

For several reasons it is imﬂrtant that price suElEorts be /}6

: Eiwillbelowra ex than high. -
First, price su on the Jow side wi the marke
demand for fa "If this demand turns out to be higher than
output at the support level we can meet the needs from our huge

stocks.

Second, neyL IESQUICES pecially peoplg) should be dis.
couraped from entering agg ¢ least during the adjustment
period, and the rate of entry in the longer run should not be excess-
ive, Price supports set too high will tend 10 continue the errors of

Therefore, the costs of ervors of se tin

initially are virtually zero as long as the inco

i LA S TRy ' e . = -
it R

be corrected at consi blic
Srbotk.
If it is demonstrated over a period of time that the adjust-
ment prices originally determined are too high or too low,

the adjustment price should be corrected accordingly. i
W;WM&uﬂmem level, i

production restrictions should be abolished.

In explanation:

" Given two cushioning programs discussed later — 2 Crop-
land Adjustment Progranm and a Temporary Soil Bank — the output
of the products for which we are suggesting reduction of supports to
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an adjustrment price should be approximately in balance with domes-
tic and export use at the recommended prices. Where it is exception-
ally advantageous to produce these crops, producers would find it
profitable to expand output at the adjustment price. Such would be

the case for cotton in California and wheat in certain areas of the
Plains.

On the other hand, in other areas farmers would find alter-
natives more attractive than continued production of the
crops for which supports had been lowered. In some cases
the aiternative would be nonfarm employment. In other
cases, the alternative would be the production of farm goods
for which demand is rising fast (meat, for instance, as con-
trasted with wheat). -

Cushioning the Process of Adjusting

the Resources Used in Farm Production

A Cropland Adjustment Program

What we are recommending with respect to land use is a
program designed to turn land being misused in agriculture to better
agricultural use. It is not a pragram to take land out of farming
where there is no non-agricultural alternative use, since that would
be wasteful. Our suggestions concern mainly the Western Plains and -
Mountzin area. They are designed to convert land bein used for the
production of crops back to grassland, It is anticipated that if wheat
is priced lower, farmers in this area will have better income raising
livestock on this land, once it is returned to grass, than they have as
arid country wheat farmers. The object of the program we are sug-

gesting is to assist them in converting their farms from plowland to

" Tivestock grasslands,

It is recommended that a Cropland Adjustment Program be
instituted, to induce the reconversion of at least 20 million
acres of Western Plains and Mountain Region land from
Crop use to grass, as rapidly as possible.

45




To induce a farmer to convert from wheat production to
grassiand, the government would: (

1. Pay an amount equal 1o the expected income from pro-

ducinig @ ¢rop, so that these conversion payments, together
with the income protection payments mentioned later, would
provide, over the adjustment period, an income equivalent
to what the farmer would get if he produced a crop.

2. Make available techni istance and planning in the
COWM to grass, and share the costs of con-
servation practices, where applicable.

3. Requiie agreements on the part of the owner that, once

converted, the land would not be returned to the produc-
tion of wheat for some specified period.

This program is an extension and enlargement of the Great
Plains Conservation Program started in 1956 and continued until
the preseat time. What is proposed is an expansion and extension of
" its scope to induce greater participation. '
The extraordinary demands of World War 11 and the im-
mediate postwar period brought tavorable wheat prices. These prices
induced a substantial expansion in wheat acreage in the United States,
from a low of 57 million acres in the early war period to over 77 mil-
lion acres in the late 1940 {(Appendix A, Table 6). The increase
in production was intensified by good weather. This expansion in-
cluded a marked increase in the total acreage in the low rainfall areas
of the Western Great Plains. i)

When wheat surpluses appeared, acreage allotments WeTe
inaugurated and land was forced out of wheat. However, in this
western region grain sorghums have been developed that are an al-
ternative dry country crop to wheat — as long as wheat and feed grain
prices are maintained high enough to keep sorghum prices high. In
the Plains and Mountain region harvestedcreage declined by
9 mitlion acres from{ 17) the last years before allotments )) to
1957-58. Feed grain ‘pCreige meanwhie increascd by over 12 million -
acres. This additional 12 million acres in feed grains can produce
just about the amount of surplus feed grain produced annually in re-
cent years before 1961. Moreover, total wheat production in this
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region still substantially exceeds prewar production despite the acre-
age ailotments, ‘

These basic facts point directly at what should be dom;,:

1. Acreage converted to cropland in the dry areas must be
returned to grass.

2. Wheat and feed grain prices should be allowed to tell
farmers how much of each is wanted. That is, the price
signals should be allowed to work.

‘ As long as five years may be required to return this plowed
land to grass. During this period farm operators would have to fore-
go all or a major portion of their cash income and at the same time
incur some out-of-pocket expenses. Even though the long run income
prospects in the dry area would be higher from a grassland-livestock
program than from wheat, if wheat were priced correctly, few farmers
can afford to forego current income to make the change.

This is why we recommend a Cropland Adjustment Pro-
gram. Payments under the plan should reflect the length of
time required to establish grass. This will differ in vatious
areas. Payments should end at the end of that time.

Payments under the Cropland Adjustment Program would
be on a declining schedule, to mesh with the growth of new income
from different use of the land.

A Temporary Income Protection Program

If price supports for wheat, rice, and cotton were reduced
immediately to the level at which adjustment of resources would be-
gin to take place, the income of the producers of these crops would
decline sharply in the absence of any compensatory public policy.
While such a quick and sharp decline in income might conceivably
increase the rate at which needed adjustments took place, it would
exact a high cost in terms of suffering of the farm people displaced.

Therefore:

We sﬁw;mmry Income Protection Program
he inaugurated, to prevent the major impact of the required
price adjustments from bearing excessively upon the farm
community.
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We recommend Temporary Income Protection payments
only for wheat, rice and cotton because the price drop in other crops
would be much less than for these three. ’

The Temporary Income Protection Program would have
five controlling features:

1. Payments should be made only to farmers who now have
acreage allotments for wheat, rice and cotton. The adjust-
ment payments should be based upon a quantity of the
product determined by the present acreage allotment and
the normal yield of the farm for the previous two years
prior to the beginning of the program.! '

2. The program would continue only five years.

3. Payments would be a declini ¢ excess
of the 1960 su jces over the adjustment price.

4. Payments would be independent of further production
of these crops. . ’

5. Payments would decline to zero within five years.

To illustrate the workings of the progﬁm in the case of
wheat farming: :

The farmer has a base period quantity of wheat, computed
as above in Point 1. Let us assume that this quantity, for a particular
farmer, is 1,000 bushels. The support price for wheat in 1960 was
$1.78 a bushel. If the adjustment price, as described earlier, is $1.35
a bushel, this leaves a difference of 43 cents a bushel. In the first year
of the program, the farmer would receive 1,000 times 43 cents, or
$430. In the second year he would get 80 per cent of that amount,

ot $344. In the third year he would get 60 per cent of $430, or $258,

and so on. In the sixth and succeeding years, there would be no in-
. come protection payments.

The farmer would get the income protection payments,

based upon his former marketing quota, no matter how much wheat

1 Under the present production conlrols, cach farm producing one of \hese crops has
an acreape allotment permitting the farm to produce so many acres of the crop, with-
out penalty. If more than the allotted acres of the crop are planted, penalties are

assessed.
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he grew if he srew no w ing * This

—provision is essential. The farmer should decide how much wheat 1o

produce, if any, on the basis of what is profitable for him to do at
$1.35 a bushel. It is essential that receipt of the supplemental pay-
ment should not be dependent upon the production of wheat, Qther-
wise the supplemental payment would stmply be an additional price
for wheat and an additional inducement to produce wheat, beyond
what would be induced by the adjustment price.

The foregoing exampie has assumed that the adjustment
price is constant during the five year period, but, as nated earlier, the
adjustment price might be changed if circumstances indicated that
it was too high or too low.

To put the above into the form of rules for the program,
the income protection payments should:

;‘.N -+ ‘

L. be based upon (a) the acreage allotment held by the
farmer and a marketing quota, converted to an income
protection base derived from it, and (b) the difference be-
tween supports in 1960, and the new adjustment price:

2. decline to zero by the end of five years;

3. be made whether or not a crop was produccd.l‘

1 Plans have long been proposed for the rrmmiou of farmer incomes during a period
transition to lower farm prices, While the Committee was 2| work on this State-
ment a plan very similar to the one suggesicd here was independently proposed by
Hendeik S. Houthakker, Harvard University, in an artiete, “Toward Solution of the
Farm Problem,” in Review of Economics and Swatistics ( February 196i).

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By Frep C. Foy: “Payment of public funds to anyone for something not
produced is economically wrong. The idea of the recommended Temporary
Income Protection Payment being independent of turther production of the
crops in question is a serious mistake,

“If. as the farmer looks at this program. he decides it is desirable to switch
in the first, or some other early year, to some other crop, the program already
has achicved its purposc. Ta continuc to pay him income based on the crops
he has abandoned is simply to give him a bonus for not producing them
instead of letting the probable future normal market prices be the basis for
his decision as to when and whether to shift.

“In the wheat example cited, a farmer switching the first year would
collect over five years a total of $1290. for wheat he kad decided not to
raise at all.”
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A Temporary Soil Bank

The third measure for cushioning adjustment should be a
Temporary Soil Bank, to prevent feed grain production from exceed-
ing demand in the next few years.”

It is recommended that d Temporary Soil Bank should be
established, to last not more than five years, and to hold
feed grain output, during that time, t0 not over 150-155
million tons a year. The Temporary Soil Bank would ex-
tend, under .conditions set forth below, the. existing Soil

Bank.

If feed utilization per animal continued at the rate of recent
years, it appears that by 1965 the: domestic demand for livestock
products will require the use of about 165 million tons of feed grains
annually, at about 1960-61 prices. This would mean that feed grain
and livestock prices should stabilize at about 1960-51 levels without
the accumulation of feed grain stocks. Until such time as this bal-
ance is achieved, 2 Soil Bank program should be utilized in order 10
prevent low livestock prices Of continued accumulation of feed

grains.

The Temporary Soil Bank should be on a whole farm basis.

First, the retircment of whole farms is less expensive in

terms of the inducement needed to obtain the necessary land. Second,
the whole farm i ires bo d capital from
g Y rinking the total resource base in agriculture.

farming, thereb shrinki

There been much obijection t:

Program from the nonfarm people in rural communities. They have

e

¥ This is the program in effect, with varioud changes, since 1056 wnder which the gov-

arnment makes puymenls 10 farmers (o hold cropland out of production. It is affi-
cially Title [ of the Agricultural Act ol 1956

MEMORANDUM oF COMMENT, RESERVATION OR DISSENT

* By J. CAMERON FroMson: “This scction should have included a descrip-
tion of the present continuing soil bank programs, together with an cstimate
of the cost of the suggested soil bank program over the five-ycar transition

period.”
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objected to the loss of sales and to the competition from farm people
in the local labor market. However, the impact of the Soil Bank on
adjacent communities will depend very much on the state of economic
activity in the economy generally. Moreover, the program should be

operated so that its impact will be minimized on individual communi-

ties or areas.* =
les or areas.®

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

*By Frep C. Foy: “I congratulate the Agriculture Subcommittes on putting
forward a plan for: .

a. the restoration of a profitable free market in agriculrure, and
b, releasing the taxpayer of a burden which has been costing him many
necessary billions of dollars a year.

“] am disappointed, however, to find the CED again going on record in

favor of a ‘mixed’ economy.
*] refer to such ideas as the one that it is ible for some

entity to decide that some industry is ‘usiE too many Iejources’; that the
economy will be impro y government working with the free market’;

that in an economy, changing in other areaz than agriculture, the adaptive
approach, which ‘calls for action by government,’ is necessary and desirable:
that even though the ‘Price Adjustment Program’ for farm products is ex-
pested to ‘make farming profitable without govermnmentat controls and to
establish free markets for farm products’ over a five-year period, it is desir-
able for government to participate and influence direction with artificial
monetary inducements in the form of a Cropland Adjustment Program and
a stepped-up Soil Bank Program; that to decrease ;swmment spending in
ane area we must recom ew spen n o (i.e., an expansion of
employment services, loans for family moving costs; loans and scholarships
for farm youths, payments to farmers for switching land from crops to grass-
land, and thc permanent establishment of a non-recourse government-
operated crop loan system.) _

“{t scems to me the Committee proposcs a workable idea in the five-year
price adjustment program. Is it not rcasonable to supposc that with five
ycars' notice capital and labor marginal to farming at normal frec market
price levels will make its own adjustment or withdrawal?

“Would it not be better in this paper, as in its paper on ‘A New Trade
Policy for the United States™for CED again to take the position that spe-
cial additional governmental direction or relief might be ncither necessary
nor desirable beyond that already available where an industry has as much
as five years to adjust itself to reduced price levels?”
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VII OTHER REQUIREMENTS

« OF AGRICULTURAL POLICY

| involve commercial markets
and aid programs abroad,
maintenance of the lead of the United
States in agricultural efficiency,
am}‘ the relationship of farm policy

to the problem of distressed areas

The Export Market

The fact that the United States is a low cost producct of
foods and natural fibers should give us moxe advantage in foreign
trade than we are realizing.

{n an efficient organization of the world economy, the
United States would make much larger exports of farm commodities
to Europe than we do. This is so even though Europe in 1960 took
a third of the grains and grain preparations we exported, and in 1959
took close to 2 half.

Qur past price-support programs have interfered with
United States efforts to achieve reduction of European barriers to im-
ports of farm products. Our sales of farm commodities in world mae
kets below our domestic prices, and our application of import quotas
to protect our domestic prices, have been used by importing countries
as justification for their own restrictions on trade. In fact, the United
States has been careful not to “dump” farm products on commercial
markets, and we do not believe, therefore, that our domestic farm
programs justify the obstacles placed in the way of our exports.Nev-
ertheless, so long as our domestic prices are above world prices, it
has been difficult to avoid the suspicion of claim of dumping. The
program we recommend here would eliminate the differential be-
tween domestic and world prices. This should strengthen the effective-
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ness of U. S. cfforts to achieve a liberalization of world agricultural
trade.®
Liberalization of agricultural trade, now blocked chiefly by
the use of restrictive quotas in Europe, should be a cardinal
point of United States trade policy. There is a danger that
the agriculture policy of th opea nomic @lmu-
nity (the Common Market) will be such as to proMote ag-
ricultural self-sufficiency in Europe. This would be a mis-
take from the point of view of the efficiency of the entire
free world. Europe should accept, as a fundamental decis-
ion in the course of its current economic integration, the
idea that there is an advantage to Europe in the increased
use of American Jarm goods, and the decreased use of high
cost European farm produets.

MEMQORANDUM OF COMMENT, RESERVATION OR DISSENT

*By J, Cameron THomson: “The Statement might usefully have included a
discussion of our agricultural production in relation to foreign trade and
the principal factors affecting such trade, The : iy

farm problem m its

. . the cnunlnns of the Free World cannot permannmly afford the
suuation in which they find themselves, and which is growing worse. We:
cannot continue to devote to agricultural production (0o much labor and
capital - too much of both in the wrong places — and to divert the re-
sulting surpluses to undcrdeveloped countries whom we would be able to
help more effectively if we used our own resources more efficiently.

“ ‘We recognize that a country may choose to use its own resources to
subsidizc some sectors of its population, although we regard it as usually
unwise to do so. But there is a great difference, in principle and in fact,
between supporting a sector of the population, such as farmers, and support-
ing a particular economic activity, such as agricultural production. To
support farmers involves a diversion of income from the nonapricultural
population to the agricultural. But to subsidize farming, in a way that in-
duces an uneconomically large volume of production, imposes an additional
cost by reducing the total income to be divided. When the subsidy is pro-
vided by limitation of imports, part of the cost is forced back on the potential
exporters. The costs of supporting German agricultural production, for
example, are borne in part by German consumers, but also in part by
American consumers, taxpayers, and farmers. ,

* ‘Reduction of barriers to imports of agricultural products by the ad-
vanced countries is critical for the underdcvcloped countries. For éxamplc,

ssentinl that Latin Ameri f a

tural products — not only tropical products but also meats and_&raln.
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Limiting Seasonal Price Swings

Under the program recommended here farm price supports would be
terminated at the end of five years and the trend of farm prices would
be governed by free market forces. It would, however, be desirable
to take certain limited government actions tending to moderate
seasonal fluctuations of prices after the five year transition period.
Farm products come into the market in large quantities at
particular seasons, but they flow into consumption rather steadily
throughout the year. Prices received by farmers are lower when the
supply comes into the market than at other times of the year, because
the supply is suddenly increased greatly. Unless there is an adequate
supply of credit to carry the product through the year the seasonal
swing of prices is very large. Farmers who must sell at the low point
<uffer. In some parts of the country the privately available credit
supply is inadequate. . _

The stability of farm life and the efficiency of agricultural
production would be improved if the government were pre-
pared to moderate the effects of this problem by making
non-recourse loans based on some large fraction, say 80 per
cent, of the expected average prices for the year.*

L
Two aspects of such provision for shielding farmers from
the consequences of seasonal price instability should be emphasized:
(L) M‘m
in the ands of the government from one year to the next, and (2)
farmers would be responsible for storage of crops under loan.

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT

* By ALLAN SPROUL, in which Messis. Frep C. Foy, FREDERICK R. KaPPEL,
and THoMAS B. MCCABE have asked to be associated: “This recommenda-
tion might better be left to the determination of a more complete study and
discussion of the credit facilitics available to farmers in those parts of the
country where, it is said. the privately available credit supply is inadequatc
for scasonal agricultural needs. Once 2 government agency gets into the
lending business, ‘RoA-recourse loans' tend to lose their meaning, and the
ntervontion of the government tends to gencrate a need for the indefinite
continuance of that intervention. If our suggested program for re-adapta-
tion of agriculture to the forces of the market-place . is successful, private
credit is tikely to become available in arcas where it may now be less than
adequate.”
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since 1954 at uncertain prices has disguised the extent of surplus pro-
duction. This, again, has cushioned public reaction and encouraged
continuation of a program that is bad for agriculture and bad for the
national economy as a whole. The burden of supporting wasteful agri-
cultural production limits our ability to give underdeveloped coun-
tries assistance of the kind they most need. :

2, Costs should not he ineusred {o dispose of surplases 4
less these costs yield a benefit sufficient to make them worthwhile. For

example, it is sometimes proposed that surplus feed be converted into
chickens, which would then be given to underdeveloped countries.
The soundness of such a move depends upon whether the chickens
are worth the cost to the recipient country of converting the feed to
chickens, in the sense that it would be willing to pay that cost or
would prefer the chickens to the dollar amount of the cost of con-
VErsion. :
3. Disposal programs should not affect the agriculture of
recipient countries in a way that retards their overall development.
4. Disposal programs should not lead to the accumulation
in U. 5. hands of excessive amounts of foreign inconvertible curren-
cies that conceal the facts of the transactions and causé irritation in
U. S. relations with the recipient countries.

Farming and the Low Income Areas

There is a structural link between the problems of the low
" jncome area and the farm problem already poted in our recommenda-
tion on education of farm youths: low production farms predominate
in the low income arcas. Solution of the farm problem is part of the
solution of the low incomc area problem, and solution of the low
income area problem contributes to the solution of the farm problem.
We recently issucd a policy statcment specifically discussing area
development.!

' The proposals we have made for improving the mobility of
{abor from farm to nonfarm employment would do much to relieve
the excess labor problems of the low income areas, where so much
of the excess labor is excess farm labor.

U Distressed Areas in o Growing Economy. A Stalemcnt on National Poticy by the Re-
search and Policy Committee, Committee for Economic Development, June 1961,
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THE PROGRAMS
IX. WE ARE SUGCESTING for the better
use of our resources in agriculture
would, vigorously prosecuted,
bring production and use into balance
at a level of prices that would enable
the people and land in farming
after a reasonable period
to recetve higher incomes without

extensive government controls or subsitz'_y.

verage size fui tanti igher i rker
As {o costs, in money and other terms:
1. We do not think that the effects of these recommenda-
tions on farm land values would be widespread, or large. The pro-

posed Price Adj . create some decline in farm
and values where acreage allotments have been capitalized into

land values. This appears to be primarily a problem that would affect
the western edge of the wheat areas. The proposed Cropland Adjuyst-
ment Program and Income Protection Program would assist land
owners in that area. !

2. Assuming that the income protection payments for the
first year were 100 per cent of the difference between 1960 support
price levels and the proposed price adjustment levels, and assuming a
base output of 1.1 billion bushels 6f wheat, T4 million bales of cotton,
and 50 million hundredweight of rice, the cost of the income pay-
ments for wheat would be $473 million, for cotton $324 million, and
for rice $71 million. Thus, the income adjustment payments would

amount to about $900 milli t year and less in subsequent
years.

57

[} L
o : .'QI-I'-":F;\.;‘“.R‘P“?;"F'—"""‘"" -




3. There are (wo ways to reduce government a icultura

outlays without great 10S5€5 to farmegs, One is to tighten conLrols Sl
( fg production and marketing enougl'_l 1;_% E_gggcg ;ﬁrm output {Q ;hg ggjm‘,
here_allguiput will iﬁH .&E EEEEE'E% This will gﬁ con-

w

@ @ The other way js to attract
A @q arming so that C r will
o - : . R .
. Tising farm prices despite 2 decline in _gove agri-

Qc\f v g EulieEe '

The first method reduces government costs by shifting them
1fc e Torcing some resources out of productive use in_agri-
Tuture without at the same tume C anneling them toward betier al-
fernative Usc. "he secona m =ithod results n a true met reﬂ_!ggég' of

costs to the country as 2 whgls Government costs go down. armers’
per-family incomes are sustained. Many peo le now in farming shift
to work more profitable to them and to the nation. Lonsumers — in-
cluding farmers — are ot made to pay higher food fiber pri .
TS Sida LIS W . LI R
Our program would not result in immediate reductio
government costs. Government costs could only be immediately and
substantially lowered by transferring them cither 10 consumers or to
farmers. However,
the program presented here would, over a period of time,.

reduce government agricultural expenditures, which have
been running (see Chart 1) around $6 billion a year, by

roughly $3 billion a year.*

MEMORANDUM OF COMMENT, RESERVATION OR DISSENT
mson: in which FREDERICK R. KarpEL has asked
to be associated: “The Statement should include a recommendation
that the remaining items, to cost $3 billion a year, or perhaps as much
as $1,500 per commezcial farm, should be carefully scrutinized. Some items

may not be necessary, oF may be subject to reduction, if the program recom-
ici vai the

*By J. CAMERON THO!

entire agricultural community.
is reported to be ¢X
h privaté powet compani

reviewed. Lertainiy,
e REA expansion into competitive private utility fields.

Similarly, there should be a cealistic allocation of the cost of the use of food
surpluses in forcign aid between the aid and the agriculture programs.”

Tng 1ts scope (o the point W gre it
icull!
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The remaining costs (of approximately $3 billion) relate

to items not dealt with in this statement, including farm housing, re-

\{ search, rural electrification certain commodities, such as wool, and

the cost of aid to underdeveloped countries equivalent to that now

L‘) provided in the form of surplus farm goods.

4. As we emphasized in the early portions of this statement,

s it is the very heart of the farm problem that a massive adjustment

needs to be made in the human resources now committed to agricul-

. tural production. Small adjustments in the farm labor force will not
suffice.

\? This, we think, would be large enough and fast enough to
offset the effects on farm cutput of new technology and investment.
It would thereby contribute to the basic goal of a net reduction of
the resources — human and other — now employed in farming.

-~ This is 2 high, but not an im‘:_lracticall goal.
the farm labor force were to be, five years hence, no more

than two thirds as large as i riresent size approximatel
@he program would igyol¥e moving off the farm about two mil-
# “;,-\ ion of the present farm labor force, plus 3 nugber equal to 3 large
\c\\n} u\' pam_ entrants who would otherwise jgig the fagn labor
‘3 force 1n the five years. The total number of workers leaving farming
in the five years would amount to 3 to 4 per cent of the present non-
farm civilian labor force of some 65 millions. This would be some
400,000 to 500,000 persons a That is considerably less than
an addition of 1 per cent a year to the nonfarm labor force, However,
- small percentage extra addition to the annual increase of the non-
n labor force is a large matter when it is viewed as an addition to
number of people newly becoming nonfarm job seekers each year.
icial projections indicate that the nonfarm labor force will be ris-
by about 1%4 million persons a year (including present migration
n farming) over the next five years. If something like half a mil-
\ additional new entrants come from the farms, the annual increase
. be about 134 million persons, or some 40 per cent more than

v projected.
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It is obvious that, in this sense, the “price” of agricultural
adjustment is the maintenance of a high rate of employment and of
economic growth.

The suggestions we are making attack the farm problem
at its root: the use in farm production of too many people, and pos-

sibly too much capital.

Our program is based on the convicw
ﬁé 1o have satisfactory incomes in agfmlﬂ"'twﬂhw-
__sive government controls over farm management and out-.
_put, if the resources engaged in farming are reduced, and '
L, _those remaining consolidated into production units of ade-
_quate size. It is our further central conviction in formulating
the farm program we have put forth here that the resources -
employed in agricultural output can only be brought into
balance with demand for farm products if farmers get the
right price'signa!s as t6 how much and where to invest and

produce.

e program we have suggested secks to make farming
profitable without government controls, and to establish free markets

for farm products.

RSN PR R
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TABLE 1: Number of Farms

A. Classified by Acreage |
Size of Farm ' Number of Farms

1900 1925 1930 1954 19591
" THOUSANDS

TOTAL! 5,737 | 6,372 5,381 4,782 | 3,703

Under 10 acres 267 379.] 485 484 241
10-49 acres 1,664 | 2,039 1478 | 1,213 ] 311
50-99 acres 1,366 | 1,421 ] 1,048 264 658
100-259 acres 1,912 | 1,887 { 1,589 | 1,417 | 1.186
260-999 acres . 481 583 660 674 671
1,000 acres and over 47 63 121 130 136

B. Classified by Value of Sales

Value of Farm Products Sold Number of Farms

(Constant 1954 Prices ) 1919 1950 1954 19591
THOUSANDS

TOTAL | 6,097 5,382. 4,782 | 3,704
Under $2,500 4,185 | 3,295 2,680_ 1,638
$2,500 and Over 1912 2,087 | 2,102 | 2,066
$2,500 to 4,999 | 1,015 8821 812 618
$5.000 to 9,999 585 721 707 654
$10,000 and over 312 484 383 794

! Census data, not strictly comparable with carticr years. A change in definition of furms
excluded 232,000 units which could have buen classed as farms in §954 and 1950.

Source: Stutistical 4 bstract of the United States, 196].
® Appendix A was prepared by the research staff of the Committee for Economic
Development,

61




TABLE 2: Net Migration From Farmung

A. By Decade Averages (1920-1958)

Annual Average net Annual Rate of net
Migration Migration
Period ! from Farming® from Farming’
PERSONS PER CENT OF FARM POP.
192029 630,000 2.0
1930-39 383,000 1.2
1940-49 952,000 3.5
1950-58 £05.000 g 3.5

B. By Years (1950-1958)

Year ' Persons Migrating (Net)?
1950" 1,302,000

1951 271,000

1952 1,996.000

1953 ' 962,000

1954 25,000

1955 435,000

1956 ' 1,134,000

1957 _ 576,000

1958 ' 548,000

T Data are far periods ending in April.

2 lncrludcs persons who have not moved, but whose residence is no longer classified as
2 furm. :

L] B;ns_c‘;ld on data in second columa, and average of the April farm poputations for the
period.

Source: Department of Agriculture.
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TABLE 3: Age Distribution
of the Farm and Urban Populations,
1930, 1950, and 1960 (Per Cent)

AGE 1930 1950 1960

RURAL! | URBAN | FARM URBAN | FARM URBAN

PER CENT
Under 14 34.0 1258 1333 | 244 | 319 | 301
14-19 103 |87 | 93| 65 110] 70
Under 20 443 | 345 1426 | 309 | 438 | 37,
20-24 631 79| 49| 62
25-44 {33'4 422 242 | 315 | 208 | 28.0

45-64 166 {.18.1 | 195 | 21.4 22.0 | 206
65 and over 5.6 5.1 7.4 8.3 8.5 9.2

I Rural faﬁu and nonfarm ulation
! Bureau of the Censssop .

TABLE 4: How Farm Employment Shrank
While Nonfarm Employment Grew (1929-61 )

CIVIILIANW EMPLOYMENT
' CIVILIAN
YEAR LABOR ! NON.
- FORCE TOTAL AGRICULTURAL AGRICULTURAL
THOUSANDS OF PERSONS 14 YEARS OF AGE AND OVER
1926 49,180 | 47,630 | © 10,450 37,180
1939 55230 | 45.750 9,610 36,140
1949 62,105 | 58,423 8,017 " 50,406
1954 64,468 | 60,890 6.495 54,395
1959 69394 - | 65581 | 5836 59,745
1960' | 70,612 | 66681 5723 60,958
1961 | 71,603 | 66,796 5,463 61,333

! includes Alaska and Hawaii: labor force in 1960, 306,000; total employment, 289,000;
agricultural employment, 27,000; nonagriculiural employment, 261,000,
Source: Department of Labor.
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TABLE 5: Farm Price Supports

Highest Support Price, 1960 1961
and Most Recent Year fl Support Support

Commaodity | Supported at that Pricel| Price _Price

(DOLLARS AND CENTS)
Wheat, bu. $2.24 - (1954) | $1.78 $1.78
Cotton, Ib. 3184 (1961) 2663 3184
@ 1.06 120
Rice, owt. 5.04 (1952) | %42 4.71
Peanuts, 1b. 122 (1955) .10062 1105
Tobacco | | -

(burley), Ib. 572 (1961) 572 572
Butterfat, Ib. 692 (1953) 6042 .604
Manu. milk,

owt. 3.85 (1952) 3,40 3,40
Oats, bu. 80 (1953) 50 62
Rye, bu. 1.43 (1954) 90 1.02
Barley, bu. 1.15 (1954) 77 93
Sorghum, cwt. | 2.43 | (1953) 1.52 1.93

oybeans, bu. )| | 2.56 (1953) 2.30
Flaxseed, bu. | 575 | (1948) | 2.38 2.80

 Waool, 1b. 62 (1961) 62 62

I Average yuality cotlon.

? Support price increased, Sept. 16, 1960, from $.566 1o 3.596; on March. 9, 1961 in-
creascd to $.604 (all in 1960 dairy products marketing year). .

) Support price increased, Sept. 16, 1960, from $.06 to $3.22, on March 9, 1961 in-
creased to $3.40 (all in 1960 dairy products marketing year).

Source: Depuriment of Agriculture
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TABLE 6: Wheat P/alm'ng
and W, /z_eat Production

A. Wheat Planting

1941-43 1949-50 1961
. {MILLION ACRES)
Cornbelt '8.0 10.3 8.5
Northern Plains 18.4 24.8 17.1
Southern Plains 21.9 32.1 226
Western States 4.9 6.8 4.7
All other 4.0 ‘38 2.8
TOTAL | 572 77.8 55.7

B. Wheat Production

194143 1949.50 1961
(MILLION RUSHELS)

Cornbelt 130.7 208.3 264.3
Northern Plains 3147 . 307.5 238.5

" Southern Plains 293.7 330.5 534.0
Western States 118.2 i 147.5 126.2
All other 61.1 65.1 71.6
TOTAL | 9184 1,058.9 1,234.6

Note: States inchuited jn abave specificy regions are:
Cornhelt: IHl., [ad., lowa, Mich., Minn,, Mo., Ohio, Wisc.
Northern Pliins: Mont., Neb.. N.D., S.D.; Wyo,
Southern Plaing: Colo.. Kan.. N.M.. Okta., Texas
Western; Ariz., Calif., la., Nev., Ore., Utah, Wash.

Source: Department of Agriculture,
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TABLE 7: Vocational Education and
Income From Farming

States ranked
according 10

per cent of personal
income derived

Per cent of
personal income

Per cent of voca-
vonat cducation
fundst spent for
agriculrural

Runk of state
by per cent of
voacational
cducution funds
spent for agri-

from farming from farming | draining cultural training
[. N. Dakota 26.1 57.6 18
2. S. Dakota 22.6 68.4 9
3. lowa 176 72.6 5
4, Montana 17.1 62.1 14
5. Arkansas 16.6 76.9 1
6. Nebraska 16.1 70.3, 7
7. Idaho 15.9 57.0 19
8. Mississippi 15.3 76.4 P
9. Wyoming 10.7 64.8 12
10. N. Carolina 10.6 74.4 3
11. Arizona 10.0 39.7 33
12. Minnesota 92 52.4 22
13, Kansas 8.6 65.7 11
14. Kentucky 8.4 64.7 13
15. 8. Carolina 7.7 69.1 8
16. N. Mexico 7.1 61.0 16
17. Vermont 7.0 38.1 34
18. Alabama 6.9 + 61.8 15
19. Tennessee 6.6 58.5 17
20. Texas 6.5 70.4 6
21. Missouri 6.5 52.5 21
22. Wisconsin 6.4 43.0 25
23. Georgia 6.4 73.0 4
24. Oklahoma 6.1 68.4 10

=
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Rank of stale

States ranked Per cent of vocu- | by per cent of
secording (o tivnal eucation vacitional
e derer 1 mersi o | icuminat " o Slacation fomds
fram farming from farming Iraining cultural truning
25. Oregon 59 47.2 27
26. Florida 5.6 32.4 39
27. Maine . .53 51.5 24
28. Colorado 5.1 35.0 _ 36
29. Washington 48 34.2 38
30. Louisiana Y- % 539 20
31. Utah 4.8 35.9 35
32. Indiana 4.7 - 47.7 26
33. Virginia 4.3 471 28
34. California - 4,2 + 25.2 42
35. Nevads 3.8 39.9 32
36. Illinois 3.3 518 23
37. Delaware 2.8 30.6 40
38. W. Virginia 2.4 41.4 31
39. N. Hampshire 2.3 44.0 29
40. Ohio 2.1 42,9 30
41. Michigan 2.1 34.5 37
42. Maryland 1.5 22.3 43
43, Pennsylvania_ 1.3 26.1 41
44. Connecticut’ 1.2 7.3 48
45. N. Jersey 1.0 15.6 45
46. N. York 0.9 - 13.7 46
47. Massachusetts 0.6 10.6 47
48. Rhode Island 0.6 16.5 44
United Statcs ' 4.3 44.5

! Exclusive of Home Economics

Saurces: Department of Commerce and a study by E. O. Heady and W. G. Smcky; of
the Center for Agricultural and Econamic Adjustment, lowa Stale University.
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FARMS, FARM POPULATION AND FARMERS

Part of the controversy over farm policy arises beccause the terms
“farm™ and “facmer” provoke different images in the minds of different people.
To onc person the concept of a farm may be a large well-organized production
unit which produces a substantial quantity of farm products. To this person only
the people living on such units really are part of the farm poputation, and only
individuals responsible for the management and the work on such places should
be counted as farmers. To another person a farm is virtually any place located
in a rural area with a plot of ground attached. And farm people to him, there-
fore, include all those who live on such places regardless of whether or not their
major occupation is that of producing food or fiber. Quite often individuals with
these different images of farms and farmers look ‘at the incomes of the people
involved and reach different conclusions as to whether or not there is a farm
income problem. "

The statistics which are available help little, if at all, to decide which
image 35 the relevant image. The official statistics relating to agriculture are based
on a specific definition of a farm, and any place which meets this definition is so
¢lassificd. In 1959 all places of ten acres or more were counted as farms if the es-
timated sale of farm products for the year amounted to at least $50 or if they
could normally be expected to produce agricultural products to mest this re-
quirement. Places of less than ten acres were counted as faims if the estimated
sales for the year amounted to at least $250 or if they could normaily be ex-
pected to produce enough agricultural products to meet this requirement.

This definition of a farm is not the same as that used previously. For
instance, in the 1954 Census of Agriculture, places of three acres or more were
counted as farms if the value of farm products whether for farm ust or sale, ex-
clusive of gardens, amounted 1o $150 or more. Places of less than three acres
were counted as farms only if annual sales amounted to $150 or more. A few
places were also counted as farms if they normally could have been expected to
meet the minimum value or sales criteria. 'Thus, over time the number of farms
have depended in part on the definition in use at the time the Census of Agri-
Cullure was taken as well as the number of units in cxistence which met the
delinition,

Some idea of the importance of the definition can be obtained by
looking at the changé in the number of farms from the 1954 to the 1959 Census
of Agriculture. During that five year period the number of places counted as
larmis in the United States declined by 1,079,000 from a total of 4,782,000 o a

® Appendix B was prepared by the research staff of the Committee for Economic
Development,
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year period, :
Regardless of the official definition of a farm at any particular point
in time, there still exists 2 wide diversity within the units defined ag farms and
this diversity makes j extremely diflicul( 1o deal with the agriculiury problems
i an agprepate lashion, )

ever, these farms accounted for 79 per cent of a the sales of farm products re-

to the total output of farm products. However, the statistics available are based
upon the official definition of the farm; and, moreover, as we shall see, it does
little to change the fact that there are 4 large number of people living on places
currently defined as farms which have relatively Jitgle income from other sources,
Therefore, whether or not their total contribution to the Production of farm
products is large has little ¢o do with whether or not they are Primarily engaged
in the production of farm products,

he Farm Population

Historically we have assumed in 1he United States thqy Peopie wheo
ved in the country lived on farms and had farming as their primary accupation,
hus, our Census of Population included (wo residence classifications — urban
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and rural. However, as time passed it becamc increasingly clear that aot all of
the people who lived in the country were engaged in farming. So in the 1930
Census of Population the rural population was divided into two categories — .
the rural farm population and the rural nonfarm population. Since that time it
has been generally assumed that the rural farm population could be identified
by asking peopie if the place they lived on was a farm. If they answered, “Yes”
they were counted in the rural farm population. However, as we have seen,
there are many problems in deciding what is a farm unit. So in 1959 and 1960
the Census decided to find out what would happen if the official definition of a
farm, adopted for the 1959 Census of Agriculture, were applied to the places
where rural people lived in taking the sample.

The results of using an official definition to decide whether the place
was a farm were highly enlightening. In April, 1960, using the official defi-
nition of a farm showed that thc farm population consisted of about 15.7
million people; whereas under the procedure previously used, merely asking
peopie whether or not they lived on a farm, the farm population consisted of
19.8 million pecople. Thus, merely defining a fnrrn_—' mere precisely reduced the
estimated farm population by 4.2 million people —- the result of removing 5.4
million people that would have been counted previously as farm population and
adding 1.2 million to the farm pOpulauon that would have been missed under
the previous methods,

The new method of deﬁmng the aew rural farm population probably
improves substantially the ¢oncept of the people engaged in agricalture. For
instance, the cffect of the new definition was to delete a million people, or one-
third of the previously reported non-agricultural workers, from the farm popu-
lation. The new definition at the same time only reduced employed persons in
agriculture by 120,000 or about 3 per cent. Even so, in April 1960, of the 6
million cmployed persons in the newly defined farm population, only two-thirds
were employed in agriculture,

Thus, using the Census definition of who is now in the rural farm
population and the Census definition of employment, which we shall discuss in
a2 moment, we can get some idea of the farm population and what they do. It
appears that in April 1960 there were approximately 15.8 million people living
on places defined as farms. About 6 million of the persons living on farms were
employed, with two-thirds of these people working entirely or principally in
agriculture. However, during the same month, there were an estimated 5.4
million persons who were employed and whose major employment was in agricul-
ture. Thus, it appears that about one-third of the people who live on farms have
as their major employment industries other than agricuiture, and about one-fourth
of the persons who have their primary employment in agricuiture did not live on
places officially classified as farms. Thus, it appears that we must drop our older
itlusions regarding the agricultural popilation, farms, and farmers. It is no longer
teue that all of the people that live in rural areas are farmers, that all of the
people who live on places classified as farms are primarily dependent upon
agriculture for their living, or that all of the people who are primarily dependent
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on agriculture for their living have their residence on places that are clagsificd
as farms. .

Not only is it difficult 10 define a farm and the farm population, it is
even, if anything, more difficult to determine who really is dependent on agricul-
ture as a source of livelihood, The United States Department of Agriculture
publishes statistics on larm employment. It includes separate estimates for family
workers and hired workers. It counts all of the persons employed as farm
operators if they work onc hour or more in the survey week. It counts unpaid
family labor if they work 15 hours or more and hired labor working one hour
or more per week. The Dcpértment of Agriculture samples farms, so that it is
possibic for an individual to be counted as working on more than one farm.
Thus, thix particulur series on farm cmployment measures all people employed
in agriculture, paid or unpaid, on a part or full-time basis. A simple average
of this monthly serics reported 7.0 million persons in the farm fabor force for
1959, .

The Bureau of the Census and the United States Department of
Commerce also issue employment estimates for agriculture. These cemployment
cstimates are based upon sample surveys of households and persons are classified
as employed if they work for pay at all or if they work in 2a unpaid status for
15 hours or more. However, the Census statistics oaly allow for one souree of
employment and the industry of employment is that industry in which the indi-
vidual worked the most hours, so that persons shown as working in agriculture
either spent more hours there than elsewhere or had no other employment at all,
Farmers working more hours in a nonfarm job than on the farm during the survey
period are classified in the nonfarm industry. The Ceasus statistics for 1959
show 5.8 million persons employed in agriculture. These 5.8 million were com.-
posed of 1.7 million wage and salary workers, 3 million self-employed workers,
and 1.1 million unpaid family workers.

However, these statistics do not measure the people actually working
in agriculture. A Census. study of multiple job holding in December, 1959
showed that about 3 million people were estimated fo be holding two or more
jobs and 970,000 of them were persons with a primary or secondary job in
agricuiture. A December 1960 survey showed about the same results and stated:
“Farmers and professional and technical workers are two job holders to a
greater extent than persons employed in other occupations.”

Thus neither estimate of farm employment gives an accurate measure
of the actual fabor input in agriculture, cither in terms of man-hours or in torms
of equivalent full-time ¢mployed persons. The Department of Agriculture scries
consistently overestimates the persons working in agriculture by counting every-
one almost without regard to the contribution they make 10 the industry or their
dependence upon it. On the other side. the Census figurcs underestimate agricul-
tural employment by failing to count persons who contribute to the farm labor
force even though they work mare hours in another occupation. Therefore, it
is very diflicult to really tell to what extent people are solcly dependent on
agriculture and to what cxtent agriculture has become a part of a dual occupation.
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