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AGRICULTURE AND THE DEFENSE PROGRAM

The American Farm Burean was born out of the travail of the last World
War. TYou are meeting today in your twenty-second annual conveniien with the
0ld world falling to piecces about you. Even from our comparatively safe
ventage point 3000 miles away from visidle dissolution the outlook is unspeak—
ably grim. Unbelievable events have come to pass in the last year, and other
incredible things are anead of us.

Tre United States is not cscaping and cannot hope to escape the profound
consequences in our woy of life which must rollow the chaos abroad, Yot in
our time will the old comfortable habits of thought and action return to serve
use

Two years ago we were certain of many things. In fact, we knew too many
things thot weren't true, Since then the keystone of our thinking on inter~
pationol affairs has dissolved. That was our conviction that o nation which
minded its own business and respected the rights of its neighbors would be
left free to develop its way of life in its own sphere.

That rule hasn't worlked in Burope and Asia, Fow can be found today who
are cortain that it will continuc to work here. OCn the contrary, another rule
is proclaimed and is being demonstrated, In its force and power are all that
count —- and the demonstration hasnlt been ended yet, There is no limit to
it except the limit imposed by fear of another and a greater force.
fega2l
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Wealth and resources, mountains of gold and millions of acres of
factories, are not power in the equation that is known over threc—quarters
of the world todnys. They con be orgenized into power; until then they are

Just baiss

Weo cen honestly disagree over the likelihood of serious war being
launched against tho United States at home ¥rom eitheriyrope or Asiaj; but

we carnot disagree with the proposition that the likelihood recedes as our

armamecnt advances,

This is a new concept for many of us. At home we common everyday men
and women are confused and baffleds Many of us are gripped by a growing
pessimism as to man's ability %o rua tne machine he nhas created, Our indi~
vidual troubles are coming to seeom petty to us, comparcd with the collossal
horror that is asiride the world, Its swift growth did morc than blot outb
the peaceful Scandinavian democracies and tne well-ordered life of the Low

Countries. I inevitably has changed the pattern of our own life now and

for the future,.

I am speaking today on the assumption that the Uniteod States will not
enter the wer in Purcpe bub that, short of sending men to fight, our physical
regsourcss will te made available to those who still rosist ageressicn.s I am
spealing on the assumpiion that we will really mobilize our resources to the
full, so tha® we will o eutirely wiassailavle in this healgphercs Ve haven!
done it yet, I do not belicve most of us have realized what the syllables

1 PR . f
Byotal defonse," "total cffort, and "complete mobilization actually moan.
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We usc the words, dbut their significance in terms of our own actlvities

and prejudiccs hasa't struck home to us yet.

Men arc going to work as the armament effert spreads, tut we still hore
millions of men unemployed. We haven't even developed plans that will
put them to work without uprooting them and shifting them into areas
which will inevitably become crowded beehives when the nation hits its

stride in maximum production,

We can make the plans that will make full use of cur manpower and
our meterial resources and we can put them into effect. We can do.it in
a democracy. WYe can orgsnize and execute en ermément program beyond any-—
thing the world has ever secen in any country &nd still prcduce for our
civilian needs. Eub we cannot do it without sacrifice and without changing
our. point of view on meny things. It will not be possibtle %o have full
production for both defense &nd the maintenance of our standrrd of living
if the important elements in our economy - incdustrisl mancgement, cepital,

labor and agriculture - successfully resist any modification of their

traditional rletitudes..

If there is likelihood thet more capacity will be needed to precduce
essentizl industrial raw materials to meet both defense end normal recquire-
ments, then additional plant capacity must be proviced regardless of the
quite understendable apprehension of industrizl management over the peecetime
use of such facilities. In the.beginning the Englich steel industry and the
English machine tool industry were unwilling to sacrifice profits and security
by incressing capecity £nd tzking sdvantage of new vroduction methods. This

experience should be all the warning we nesd on that point. As long as supply
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can keep up with the demand, goneral price increases are not necessary.

Labor coufronts thie serious challenge of supplying the manpower
which this effort requires and doing it without contribubting substantially
to the vicious spiral of rising wages, costg, profits, and prices, which
could werk deadly impairmont of national efficiency in the job at hand.
That necans that future nceds for skilled and semi-skilled workers must ho
anticipated and met. Untrained or semi-trained workers nusi becone skilled
notwithstanding the fact thad at some future time all these trpined workmen
nay not be required in their porticular lines. The tnask is to use these
nillions of unemployed in productive work when and where necd for thenm arises
As long as the supnly can keep up with the demand and as general price
increases are avoided, goneral wage increases are nct necessarye Neilther,
s0 long as there is an unimpeded flow of idle workers %o jobs, is there any

)

present necessity to incrcase working hours.

Farmers will have tieir own and very serious adjustnents to make,
Defense necds may require that domestic production be supplemented by in-
creased imports, as wo see happening in the case of some grades of wocl,

Cocperation with Latin America may require farmers t0 re-cxamine nost crit-

ically some of their traditicnal patterns and prejudices,

~

Theso are only a few exanples, far from complete, of the areas in .which
national and grouvp patterns will have to change if the defense effort is to
nmeet the challenge we have taken up. I repsat —— we use the words "tetal

dofenga” and "total mobilization' rather carclessly. On the whole, we in

Arerica haven't oven stopped to think what they really mean.
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Six menths ago I was aprointed to membership on the civilian body

intended to assist in the sne=dy and orderly develonment of the defense
T y y I8

rrogram. My particular intcrests ara to sge that the effact of the cefense

moves are interpreted to farmers and to the institutions that serve them;

to help see that agrleculture is organized to do ite part; that its view-

point is understood and congsidered in the steps that are taken; and

finally, that defense industries and the vasgt volume of na=w business that

supplies them are planned and gaidsed so as to reach reservoirs of unemploy-—
ment and avoid overconcentration in aroas that are certain to become over-

crowdedwhen the heavy industries reach full prcduction.

On that last point it has seemed to me to b2 vitally important that

the unemployed ia rurzl areas and the millions of ineffectively and unsatis-

factorily employed men and boys on the farm havz the same cowertunities for

employment as thoge who are listed on the rolls of unemployad in the cities

and towns

I want to take a little time to discuss this last line of interest - the

ES

location of defense industriza, It sounds very simple to say thet these

industries should be located threnghout the intarior of the United States

avoiding areas whose workmen and facilitics are certain to he fully employed

anywsy. In fact, it is anything buat simple. The locaticn of new plants and

tne placing of orders for the first stags of.the program is nearly completed.

™ s Y . . . + o
That first stege aims to wrovids facilities and equipment for an army of

1,200,000 men and at the sams time maintain and incrense the flow of suvplies

to Britain, The fact that in some respects location of plante hes been so
poorlv done from the standpoint of industrial decentralizetion is not due to
any lack of interest or symnathy on the part of the Army or the Navy or the
The trouble lies in the lack of planning for
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the situation that has doveloped.

For 22 vears the business of the United States has been peace, not
war, Zven planning and preparation for war has beea discredited, Now
the whip of speed forces decisions wnich might have been avoided had plans
tn that cnd been made in advance., I am hopeful thet if and when new stages
of yreparatien invelving new facilities and new producticn are authorized
for the United States and for Zngland, we will be in better shape to do a
better job then we have done heretofore. By better'shape I do not mean
that the plants and facilities that have been located herstofore will nnt
produce »fficiontly the materials end the implements they are designed to
turn out. I mean that the additional units would be located where they can
tap resources of materials, facilities and men heratefore untouched,

On the human side and te minimize the aftermath, it is important that
we avoid so far as possible drawing men from the nmountains and the prairie,
from farms and intericr cities and towns to crowd them into industrial centers
mindreds >f miles away. It is far better to leave as many as possible on
farmns btut sive those with low incomes ovnvortunities for emvloyment in industry.
This wiuld lossen the immedirte rced for housing and vrovide a neasure of

security when thse emergency has passed,

Let me illustrate what I mean by lack of planning., Twn of the important
elements of nodern explasives, of TNT and smokelrss nowder, are ammonia and
sulphuric acid., Ammenia can be fixed from the air., Its first siage in large-
scale production rcouires the use of large guontities o= c-ke. The only two
large commercial plants manufacturing synthetic ammoniz from coke are located
in the Fast and they use hirh-grade metallurgical colte from the coal fields

nf one limited section of the countrr. That is, therefare, tne onlv kind of
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coke with which we have had big-scale experience in the United States.
Practically nothing has been done to determine whether, in the practical
cperation of a large ammonia plant, coke from western coal or lignite

fields can be uwsed satisfactorily.

1ave been made the War Department, facing immediate need
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for ammonia to convert into nitric acid or ammonium nitrate, naturally
turns tc plants that can draw coke from these same areas., Unless these
tests are made, no matter how much ammonia is required, the new plants
will cluster around the West Virginia and east Kentucky coal fields., Ar-~
rangenents have been made with the Bureau of Mines to gn zhead with com—
prehensive tests of other coal, From the standpoint of decentralization
rmuch depernds cn wnat their ressarch discloses., It would have been for—

tunate if these experiments had been made long ago.
A vl

The location of a TINT plant is largely determined by the existence of
an adequate supply of highly concentrated sulphuric acid, and a neardby marke
or use for the spent acid from the process. Conspicuous points where supply
and spent acid market exist are Cleveland, Chicags, St. Louis and Buffalo.
Sulphuric acid, however, can be easily produced anywhere if supplies of sul-
phur or certain substitute materials are available, Sulphur comes from the
Gulf Southwest. The largest use for sulphuric acid in the United States is
in the manufacture of super-phosphate fertilizesr for agriculture, and plants
that use it are scattered thickly through the area of fertilizer's heaviest

use from Texas to Virginia,

When the need for THT hit the Army, 1t was natural that its officers

should turn to the points where the specified condition with respect to sul-
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phuric acid was known %o exist at the present time. I am satisfied that
sufficient thought and planning have not been given tn determine in advance
wvhether or not arrangements can be made in connection with feriilizer manu~
facture which will vastly extend the areas in which these explosives plants

could be located,

When the ammonia, ammonium nitrate and TNT sites are chssen, their
lccation in turn influerces the choice of bemb and shell loading plants,
smokeless powder plants and factories for these seconlary operations, I
nention these things in some detail not becnusz they are interesting in
themselves but because they throw scme light on the cemplexities of the

problem of site selection.

I believe they iliustrate another need. I belisve that provision
should be made for building up within the Army, with adsquate rank and com-—
pensation, o strong body of scientists dravn from civilian 1life, technically
trained men whc know the probdlems that have arisen in this new kind of war-
fare even though they haven't been trained to direct men tc march and shoot.
Medern warfare is no longer a guestion of nwmbers of ren and numbers of guns,

It is 2 question of industrial organization, of technical and scientific

172

skill. Private industry naturally develops on lines applicable %o pressni-
day manufacturing and commerce. They do no* necessarily meet the reeds of
modern armament, On the other hand, the Army at its arsenals carries on
limited experimental work in peacetime devoted mainly to the old type of

e

warfere. There is an ever-widening gap between them which needs to be filled,
To direct this work the Army needs within its own orgenization a.large number

of the best men who can bde drawn frem civilian life into its service, crganized

on the scale so admirably attained in the Army Engineering Corps and the Army
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Medical Corps. I believe pr slon should be made nov and never abandoned
for such a digaified carecr btranch of the Army, to work in advance on
nroblems of thie character sc that the chuntry need not again be caught

with iradeguate plans.

There are otn-r kinds of planning to which the people of the Unitead
States mist be giving thought. Under the impulse of vast arproprieticns
and expenditures this cruniry is going to move forward toward a perlod cf
comparatively full employment of its resources and its monpower. An in-

finite nmumbar of mroblems surround us as we move along that vath., I want

t2 mention o fow of them,

We ncar a great deal of {alk about the dangers of inflation. I realisze
that the definitiong of that term are numerous and varied. I want to telk
absut two kinds, The first results when, even though we have idle men and
idle mlants, supoly is parmitted to lag behind demand, bdettlenecks develep.
and prices start their spiral. The sacond is a trpe of monetary inflation
which manifests {tse¢lf when commaratively full nroductinn has been reached,
but therate «f Masiness octivity is such that the creaticn of noney through

credit exmansion sontinues uncontrolled nnd unchecked.

A price infletinn of the first sort is dus to non-nonetary causes. It
nmight result from menopolistic practices on the mart of industrial management
ani lahor, short-sighted wrice and wase molicies and relatad causes which give

rise tn bottleanecks of cne sort and ancther. These bottlenecks de not neces-—

0

sarily result from a shortage of nanpower or from a shortage of facilitie

that exist or can he constructed.

The cure for a condition like that is not less, dut nmore procduction,
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Monetary action cannot relieve or affect it, except perhaps adversely.

As I see it, the risk we run is that conditicns of this sert may
develop and that an upwerd surge of prices in scme parts of the ecenomy
will throw heavy disndvantsges upon other parts. I believe if these con-
ditions come thev would opcrate tc the particular detriment of agriculturs;
also, they would adversely affect uncrgenized labor and the low and fizxed

income grours.

To provent them it is essential that we anticipate where facilitics
need to be exvanded and that, if we make mistakes, we moka them on the side
of too much capacity. It is essontial that dusiness and labor avoid strikes
and lock-outs that interfare with the flow of vroductlon; that ferward duy-
inz and excessive inventory hoarding due to fear of higher prices be dis-

s before new facilities can be dbreought into

D

couraged., At interim peris
production it mar become necessary to substitute allcecations and prioritics
for the free nperetiosn of nrices. These can be avoided if productionis

increased to keem pace with exmanding demand.

This will involve ccnstructisn of new plants that mar net necessarily
be required in peacetime; it will invclve snecding up widesnread apprentice
and vocationel trazining of labor, and the maintenance of the already expanded

farm plant with nanagement thset is alert to chenging needs.

Before considaring the second type of inflatien, where full preduction
has been: reached but the creation of meorey contfnues, it is important that
we take a look at the monotary backgrmund. We heve at the present time in
the United States by far the largest supply of meney, nc matter how that tern

is defined, we ever had, The amount of currency in circulatisn is double the
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volume of 1329, The total of demand depcsits and currency neow amnsunts to

k1,5 billions of dollars, or nearly 15 billion above the peak of the bacm

perind in tie 'twenties, As a result largely of continued inflow of gcld

inte the United States, the volume of excess reserves in the banking systen

has mounted to 7 billion dollars, which is capable of supporting a dank

credit expansion of fully 00 billion dollars in addition to the present

v~lune ~f deposits,

As long as these funds remain relatively inactive, tuey present only

a potential problem, DMNovertheless, looking ahead to a time when these large
& P ? 3 =

cash and credit resources may be turned into epeculative channels under the
rapid dusiness. expansion generated by the defense program, any successful

conirol requires that new authority bes lodged in those menetary authorities

which will be looked to for prompt action when need dewvelcps.

You may balk at the suggestion of further governmental powers, I say

to you that I see no chance that the government's share in our econecmic and
financial life will not expand both during this crisis and in the years that

follow, TYor the world that emerges is not going to be the world we have known,

These limited suggestions I have made do not constitute a complete pro-
gram, It is essential that preduction and monesary pelicies be synchronized

with government taxation and borrowing., The government must borrow heavily

during tne lag betwsen the time of huge defsnse disbursements and the sub-
sequent rise in rational income which will yield increased tax revenues. I%
rmust tax heavily when production is full, but care sust be taken as to the

ferm and timing of taxation if it is to promote and not upset economic progress

and stabllity. Additional consumer and sales taxes do not fit the nation's
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needs as long os widespread unemployment prevails aand while we are striv-
ing to spoed up production. And in taxation above all clse, cvery element
in our economy must recognize this one fact -~ no one is entitled to get

rich ag a result of this nation’s expenditure for 1ts defense.

Beyond all this it is of vital irportance that ve get rcady for the
aftermath that will follow this war and the cessation of defense expenditure
Wo cannot afford to go into-that period planiess. We canfs turn men outb
from the armed forces and defense production intvo the breadlines, It is
importent to perfect plans now for useful projects which contribute to the
general wealth of the rotion to which these men can burn. Blueprints of
completed projects cen be drawvn and tucked away to be called into use when

need develops. The President of the United States has announced his deter-

mination to follow just that policy.

Lan hl

I do not mean to imply that the governmant must contribtute all and
private industry nothing in meeting these problems. Quite the contrary.
Recanse I do nct think I could myself say it as well, I want to quote
briefly on that point from a recent address by my associnte, Marriner S.
Eccles, Chairman of the Board of Governors of ‘the Federal Rescrve System.

He said:

"Underlying my approach to all of these problems is my velief that
democracy and the system of free enterprice can fuection to provide reason-

ably full and sustained employment for all of our available man power, in

peace as well as in war times. The great bulk of that employment is and
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must be provided by private enterprise. Public policy, therefore, should
be directed to creating an economic climate that will give the greatest
possitle encouragement to private initiative and private enterprise that

is consisbtent with orderly and continuous national progress.”

Let me turn briefly to the situation of agriculiure. That is one
segment of our ceceonomy wnich is producing and has contvinuously produced
all that the nation requires of it of the commodities it normally yields.
Our storehouses and bins are full. It is well that that is so. We are the

envy of the other industrial nationg of the world in that respect.

Some branches of farm production will be stimulated both in demand and
price as consumer employment and payrolls increase. Cther important crops
which have depended largely on forecign merkets now almest wholly destroyed
will suffer. Under present and prospcctive conditions there arec too many
people trying to grow cotton and tobacco and in some areas wvheat. Many of
them camnot earn a decent standard of living at it. The real job is to pro-
vide new sources of income for them.. Industrial employment near their homes

would help,

I hope no one, whcther he live on the farm or in the city, will get
the idea that we are facing a war boom for agriculture as a result of war
morkets for farm products. I say tc you that after a gencration we have not
liquidnted the disaster of the last world war and that®we cannot emerge com-

fortably from this one,
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Tarly in my remarks I said that coopsration with Latin America may

t

require farmers to re-exarine mest critically some of their traditional
patterns and prejudices. Our hemispheric relationships 2nd problems ought
to be lonked at cleariy and courageously by every crganized farm group in
America. Wo cannot be military friends and econoric enenies with Latin
Americn at one and the seame time. Obviously we cannot import from the
southern temperate zome Tor consumption in this country agricultural cor-—
modities of which we already hnve large surpluses. DPut with our vast re-
cources we can heln them through their critical times. We can assist in the
developrment of meny things which we need to import but which we are not gei-
ting in wolwume from the tropical countries to the South,., The Department o
Agriculture is cooperating in the long-time effort to develop rudber pro-—
duction on this hemisphere for this the greatest rubber rarket in the werld,
We can help develor sources of supply of tin, quinines, irepical hard woods,
cocoa, course Tibers and many other thinge our southern neighbors now grow

or can produce and which do not compe ith our own prcduction,

Tren in the fisld where some competition exists farmers must not let
their prejudices run away with their common sense. Tarcuven their organiza
tions they must study this problem at once and with cars. Economic and mil-
jtary éictotarships are swesping most of the world's erea into their systienms.
If we are to keep the western hemizghere free from their grasp, the United
States and Lotin America must learn to work together, to trade %together, and
to develep together. I hope that the farmer's voice at the council table
when plans to that end are boing studied will Dbe constructive, not obsitruciive,
I cannot go into it further, but I do want to urge that the local and national

farm bureaus give it real study this winter,
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I an sorry that this address %o you has been so sketchy and incom—
plete. Perhaps it may even sound glocmy. There is no excuse for defeatisn
now or later. Ve know we are blessed by living in the best country on
earth. True, the clouds are hsavy ahead. Ve face the grim necessity of ac-
commodating curselves ta the werld as it is. We cannot see 21l the way)
we can only look nhead and plan ahead to the limit of our powers, and do

the jobs at hand to the very best .of our ability.

The world isn't what we would like it to be, It isn't even as goed
as we thought it was, 3But the destiny that shapes our ernds seces farther
than we can. As long as.the spark of freedon and dignity for individual
man lives, there is hope that todsy's pain is but a phace in the evclution
of a rew and better world -~ one in which fresdoa of hought and the insti~

tutions of free men have survived,
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