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AGRICULTURE IN THE NATIONAL ECOHOMY

In the last five years, American agriculture, with the help of a
benevolent Providence, has written an astounding record of production on the
farmse. Much has been said about our industrial accomplishment; tonight I
want to pay special tribute to the performance of the farmers = all of them.
During the war the food and fiber grown on our farms sustained our armed
forces and those of our Allies, and helped keep civilian life going in friendly
lends abroad. With only 15 per cent of the nation's labor force in their ranks,
the farmers of the United States brought food production 30 per cent above the
pre=wer level and held it there. The food production of the farms of the
United Staties last year averted mass starvation that threatened many millicns
of the earth!s population.

Farmers came out of the war with a good record, and in better shape
to meet the inevitable shake~down than was the case after Vorld War I, In
generad their debts have been cut down and their cash and other assets have
increased. Tough and trying years of adjustment are ahead of us, but the
farm segment of our country has the stamina and the rescurces to come through
them in good fashion if only the rest of the economy behaves itself, I suppose

I could call that my text, the central theme of my talk tonighte

In looking at the present scene, and maybe prospecting a little into
the future, I have to go cver some ground you have heard covered meny times
before. Most of the uncertainties ahead of us involve questions of mass human
behavior. Because I cannot forecast how we are going to behave in the clash
of interests that will continue to surround us, I am a little timid about
trying to analyze future trends. Events have a way of popping up in a year
or two and making a liar out of the man who today thinks he knows some of the
answers.

First let us try to see farming in the right perspective in our

complex modern life. It is impossible to consider agriculture by itself, the
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way you can fence off and cultivate an eighty-acre fields All of our in-
terests are interwoven in a tight, complicated, fast-moving economys In the
long run, conditions under which farmers of Indiana raise and market their
crops may be more nearly controlled by developments entirely outside of
agriculture than by what happens in their own field. Desigigns in Wwashington,
or Moscow or London, in the houses of Congress. in board reems of great
corporations, or in labor union halls will help determine whether we in the
farm belt of America suffer or prosper in the years ahead.

Generally speaking, agriculture will fare better in an expending
economy, with other groups in our national life busyv producing goods and
services to the best of their ability and capacity, than it will under con=~
ditions of curtailment, unemployment, and falling non=agricultural production
and purchasing powers Conversely, the rest of the economy is better off when
agricultural production is high, and prosperous farmers are exchanging their
abundance on a fair basis for the products of others.

This guestion of whether we get into trouble because farm income
falls, and farmers quit buying, or because factories lay off workers and quit
making goods to trade for farm products, is a good deal like the question of
which comes first, the hen or the egg. I have quit arguing about it. Two
ancients once drew their swords and started swinging at each other at the
foot of a statue in an argument over whether the statue's shield was gold or
silvers In the mixup they traded sides and quit fighting when each one saw
the other was rights I have come to the conclusion that it takes two healthy
legs to walk far and fast, and I want them both to be strong. Each leg is
essential to the other.

During the inter=-war years between 1920 and 1940, the goal of
developing agricultural policy has been expressed as the principle of parity
of prices or of income for farmers as they exchange their products for the

goods and services of .non-sgricultural industry snd labor. That thought will
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bear a little elaboratinge Parity does not mean a fixed price level; it re-
lates rather to the purchasing power or exchange value of the products of one
group when traded for the products or the labor of another groups The price
level is very important to a farmer whe is in debt, but in every other seunse
the most important consideration is not the dollar price cof a product, but
what it will bring when exchanged for other goods and servicese

If then we think of all the farmers as one trading group, and all
the rest of the economy as another trading group, there are two ways to hold the
exchange value of the farm output high, or to increase it, One way would be
to cut down the volume of farm production. The other way would be to increase
the quantity of goods and services produced by the non-agricultural group.

I favor the second way as being the better for the nation, better for the
farmers, and better for the world,

So if I could be granted the fulfillment of one wish for the growth
and prosperity of agriculture, it would be this: Let the non-agricultural
industries and labor find the way to kcep working at full efficiency and
capacity turning out goods and services thet can be absorbed by this country
in a high standard of living = in better homes, equipment, electrification,
refrigeration, sanitation, clothing, ad infinitum. With steady work and
efficient production, prices could go dovn without cutting profits or wagese
Real wages would increase, for the leborer is like the farmer -~ 1t isn't the
number of dollars, but whet he can buy with his products or his labor that
countse

Under such conditions, the furmsr could produce abundeantly end still
trede on good terms for what the other man makes; he could prosper at lower
price levelse. I think thet reelly is the way oute The reletion of agriculture
to the rest of the economy is changing radically end further radical adjuste
ments are ahead of us. When lndiuna was the unsettled outcr fringe of our

young, expanding nation, about 90 per ceont of the population of the then
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United States lived om farms, and those farms produced ounly snough surplus
to fecd the 10 per cent who lived in towne I %0ld you a few minutes zgo that
L& per cent of the nation's labor force produced in 1945 and 1944 the all=-
time record crops which fed and clothed this nation and its own and allied
vest war machines. Not much more than one«fifth of our total populstion
actually lives and works on ths farms, although the percentage dirsctly de=
pendent on farming is much greater than that.

So you see that with so few producing so much to feed so many, the

abliity of the cities and towns to psy for and consumc our farm products is an

ell=important consideration to the farmerse Thet ebility in turn rests on the
roate at which towns and cities, the mincs and factoriess, kecp busy and produceas

In view of the importance to the farmer of this pulsebeat of
national business ectivity, of cmployment and producticn off the farms, what
is the situation today, not yct two years after "V. Je Day™® And what is the
outlook? I think the clements are present to support o high level of business
activity for some time to come, if we cen cnly overcome two great big "IFS"
that confront use We can keep going:

1. If labor will realize that it must inerease ifs production

in order to have increascd wages., Without increased production,

increased wages are phony; labor lesders know it ond will sdmit

it, though they certainly don%t all practice it; and

2+ If monsgement will strive for lower prices as volumc grows,

and will share foilrly with labor end consumer the benefits of

increascd productivitye

These are stubborn "ifs" but they are very importont. They have
their roots in humsn attitudes, in human behaviors Psrheps ycu may say there
isn®t much egriculture can do cbout these things. But they are fundamontal
to farm welfare, and there are some things we in the cecuntry can do, as well
as some things we should not do. Many farm cnd business lsaders heve seen
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clearly the policy we must follew if cur economy is to function satisfectorilya
Tewmwork is ettaining cnd holding = high level of production is necessary if
we arc to develop the full economic life which the welfare of the world re-
quires of this netione

Farmers have alweys done a bettcr job then the others have done in
keceping on producing ot capecity through bad times ss well as goode The
problem is how to get the others to morch slong with agriculture in full
production. It is the only way the economy can be mede to funetion at a high
levela

I anm not forgetting nor minimizing the great and difficult adjuste~
ments agriculture will need to make when the wereborn vecuums heve been filled.
The foreign demend which we have tried to mcet, will not continue very longs
Restoration of the farms has A=1 priority abroad. Farm iImports will be SOuéht
from countries which will accept payment in the form of manufactured goods,
We can look forward to the time when we will not need billion bushel wheat
crops for human food, and when our cotton crop will heve to find its level
along with synthetic fibers snd foreign growths., On the other hand, milk,
meat cnd othcr dairy and livestock products, tobacco, poultry, fresh vegetebles
and fruit will have & sustuined ond expanding merket here ¢t home if employ~-
ment end wages and non=agricultural producticn kecp highe

You can see gencrally whet I think 1s sheed of us. I expect to see
prices of farm products work lower as the war and early post=war demand folls
offs I expcet this tendency to develop and continue in spite of any laws now
on the books or enacted later, though we can all be gled that we have
legislation aimed to support farm prices for & limited period while farmers
get their house in order., TFarm priccs may show r tendency teo bresk before
other prices do, bcezuse wages and controlled or managed prices arc "sticky".
That is why I hope that volume will rise and prices fall in non-agricultural

lines as soon as possibles Too much lag would be dangerouse

org/

Federal Reserve Bank of St. Louis



“ffo-

The increasing productivity p:or worker in farming to which I
referred before, has rcsulted because farmers, yeur by yosr, commend more and
more capital per worker in the form cof mzchines ¢nd lunde As one pair of
hands gets morc and better tools to work with, their ovmer mancges more land
cnd works it better; his unit costs go down, and the farm yields higher re=
turns and a better living per workers This trend is going to continue; it is
inevitables It means better homes and a better life for those who remain on
the fermse It also raises the question whether the growth of decentralized
industry throughout rural Americs will be rapid enough tc sbsorb the workers
who are released from the farms ss mechanization proceeds.

I do not think this development nccesserily will be troublesomes.
Agsain it is o question of the right human behavior. Think what it would mesn
if &1l our population at home became cducuted to wmnt and demand &« full,
healthful, rich dietd You know we cen kecep 10 to 13 times ss many people
alive on on scre in cercels, as can be fed on the livestock products from
that acre, but we are not likely tc do that in this country. The trend is
the othor waye. Wie could use our farm resources fully, with mors workers than
are now employcd in agriculture, if 211 our people could buy and consume the
dairy-=and=livesotck diet necessary to muximum nationsl healthe

That brings me to the question which is more important then eny
other in the relstionship of the farmer to the nrtionel economy = s«nd I in=
clude every country bankcer and business man when I say farmere Thet is the
way we have weasted cnd mis-handled our greatest natural resource, the land.

Recently I have spent o groct desl of time driving over Missouri,
Southern Illinois, Western Kentucky, end Tennessce, snd other parts of the
Eighth Federal Reserve District eround us heres I saw the enormous waste
and destruction caused by row=-cropping the hills and slopes with corn and
cotton., Hundreds of thousands of hills and slopes in this country ought to
be in permznent pasture or legume =and small grain rotation instend of growing
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It has been cestimated roughly that men has existed for only about
a quarter of one per cent of the zge of the planet earth. The last few yeers =
perhaps 10,000 = since man begen to plant seeds and hervest the crops,
probably amount to only one-fifth of one per cent of the age of mane Yet in
that short time comparatively grcot civilizations hove grown, flowercd, and
heve perished because man destroyed the scil in which they were rootedy
desert sands now blow over the marble ruins of once great citics.

It was only a little over 300 years sago that the white man's plow
first plerced the soil of America ~ =z spon which compares with earth's
antiquity as the tick of = clock with eternity. Yet the loss of the land,
the waste and impoverishment of our soil in thaet span of years has been in-
celculable, and is still going on. You can sce thousunds of zcres that prove
the point on & drive of an hour or so out of La Fovettce

Yet we know that 1f this nction is to hold the basis for its
futurc greatness, each generation must proserve and enhance the soil resources
for the use of generations to come. Up to now cach generation has defaulted
in this rcsponsibilitys. The Bnglish government is now proposing thet a
farmer's right to hold and operate a pilece of land be made conditionsl; that
if he fails to operate the land as decrced by the State the lond mey be taken
from hims We recoil from that suggestion here. Ve prefer to tackle the pro=
blem threough cducetion, demonstration, leadership, ond finsncial inducements
or subsidiese. But meske no mistake ebcout it, that problem stares us in the
face and we haven't licked it yet in spite of some progress modec The dey is
gone, if it ever existed, when the fect that an individual holds & dsed tc a
piece of land gives him the moral right to destroy it through stupid, shorte
sighted farming practices.

We heve mede e start in this countrye In the last 10 years, more
than 1700 scil conservation districts heve becn created. But lot me say that
when we set up conservation districts, or hold meetings or publish bulletins
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we are only helping build the picturs framees The painting in of the picture

itself iy done by actual, concrete performanc farme 1
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want to drive home this point: The payef{f comss in the adopticn for eon ine
dividual farm of a complete, integruted, bolunced progrem of scil end wator
and crop snd livestock menagemente The preogran to be fully sucesssful must
be completes The mechanicel engincering steps of terracing, contour culti-
vation and grasscd waterways are not enoughe Minersls nced to be restorecd,
scil health brought back with organic metter, with crop and livestock systems
fitted to the lend. It may teke 5 yeers, or 8 or 10 to complete such & pro-
gram on a farm, but the sterting pcint must be = plan thet sets out definite
steps tc be teken each yeore. When the plar is set, then it is up to the

o ountil it one.

jon

[ N

cperator to stay with ths jo 8

Not until thet kind of performence is under way on svery ferm in
the country ctn we rest assured that this nation hes wet its cverull
responsibility fer the cere of the lund. Purthcrmore ~ and it has taken a
long time for me tc build up to this peint - every dollar of new capital that
goes into carrying out such o scundély conceived belanced farming plen will
repay the investor or lender in short order through increased yields sand lower
production costs. The farmer or land cwner cor mortgage lender will heve a
better farm 5 or 10 or 20 ycars from now than he has today te operate or to
secure his lcan, an ®ssurance anltogether lacking in American agriculture os
a whols right up to now,

I could give you from the rooords thousands of illustreticns ronging
from single coses to surveys that cover thcusands of farms, to show that
formers who do the best job of maintaining their soils meke the best incomese
It will save time if you will accept thot os trus, snd will permit mc toc get
on with the story of scme cases we have studisd in the Eighth Fcdersl Roscrve
district which will, I hope, bring the preblom devn to dimensicns whire we
can grasp ite
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We have studied a number of individusl farms which hed completed
soundly planned land usc and farm improvement progroms and on which s long
series of good records cf costs and producticn are aveilables We wznted to
detsrmine whet it costs to convert a farm in & given arca from an exploitive
to a balanced system of farming. We found out what the differences were in
cash returns from a balanced land use program as agalinst the old wasteful
system, and identified the smount of inccme that could be traced directly to
expcnditures for scll conservetion and scil improvement practicese. It has been

intensely interesting. I think it is significant thet in 11 the analyscs of

pd
&

individual farms we have completed we have not found a single instaace in which
the investments made for scil ccnservetion, scil building, end related farm
improvement practices were not highly profiteble. I ccould best illustrate

these varictions by giving you dellar znd cents figures on ths incividuel farms,
but the time is too shorte Recently we have talked this cver with the country
bankers and farmers in 27 mectings, and we used typicsl casc ferms from the
different communities to prove how well the right core of the lend pays.

To save time, let me consclidats the figurcs from ten of those farms
scattered thrcoughout the Eighth Federal Ressrve district on which we have
enalyzed the rocords of similar farm improvemsznt programs on o befcre-after
gnd thrcugh~the-middle basise These ten farms include ¢ tctal of 2,225 acres
cf land with en average ncrmel cppraised value of $47.64 per cere at the time
the imprcvement pregrams were starteds The time invelved in the improvement
programs has ranged from 5 to 10 years and for the ten forms averaged eight
yeerse. The average farm of those analyzed would be a 225%-aore farm with &
ncrmal appraised value cf $10,744 at the time the imprcovemcnt pregram we
startede On the averapge, en ndditicn of new cepital in the smeunt of $6,603
per farm was required to ccmplete the imprcvement pregram in en eight-year
periods However, this investmecnt of new cepital resultcd in vastly increascd
yieldss In order to heve @ feir basis of ccmpariscn we used l15-ycor pree-war
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corn T3¢, cats 40¢, wheat 96y, alfaifsa hay §12.50, snd pasture $1.5Q per

mature cow per month. During the eicht years during

[

which the scil=improve-
ment pregram was beling carricd cut, the preducticn from these farms was
increasing. The increased yield cver what the ferms hed produced before the
pregrams were storted emcunted cn the average for the ten farms, at the low
average prices I menticned, to §14,588 compared with the investment per farm
of $6,603 fcr the improvement program - cr $2,20 for esch dcllar invested
over the 8~yesar period,.

The average yesrly inceme from these farms fcllcwing the completicon
of the improvoment program wes incrsascd by $2,391 with an annual meintenance
cost of $568 which left & net incresse in income of §1,825 per yeer.

My presentioticn of these figures has been inscmpiete, but I think
they give ycou the high spcts of the sctry ¢f the cesh ccst @nd the cash roturns
from ccnservation farming. I heve long been convinced ¢f the mcral responsi-
bility we heve tcwards scund land use, but these studies and ¢ pile cf cther
evidence preve te me theot, merels or sthics az2side, frecm o cclé business stanc-
peint, the men whe centrels a farm cennct efford nct te start ncw on a complete
and integrated pregroim of building up his lend.

I em ccnvinced thet a well=planned scil improvement progrom carried
cut under the right kind of supervisicn is & sufficiently prcfitable venture
te justify the extensicn of credit for its completicn. Ferm imprcvement plans

can be dcveloped and finance

(oM

cn ¢ basls that will ensble the farmer tc repay
the bcrrewed moeney from inccme earned directly by the improvem:nt investments.
It reguires a little differsnt type of lcen than the ccnventiconel real esteate
loan or the crep producticn leon with which we have long been faumilier,
Lending meney for farm imprcvement programs rogquires a cereful ecnalysis of
the individual farm znd & flexible extensicn c¢f credit wherein meney can be
edvanced in verying smcunts cn farm reel estete mcrigage security over a
pericd cf years.
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The repayment prcgram needs to be geared tc the inceme pattern cof
the farm, varied in amcunt repeid from year to year as income from the im-
prevement investments develcpse. I kncw ¢f no cther type cf farm mertgage
credit that is so obvicusly self-liquidating as & lcean fcr scil improvement.
In the cases we have figured from a credit stendpeint we ¢id not cocunt AsA.A.
conservaticn payments in 2s inccme svailable to help repay the investment or
retire the loan. If we hed, the vepayment schodule would have been greatly
shcrtened,

Every man must lcck cut on ths werld from where he stands, so I
have teld yecu this little stery ebecut the Eighth district, though it is not

different frem many that others mey tell. Multiplv the singls farm by

&

hundreds for the community, tens cf thousands for the state, end millicns for

, end what dc we pet? Vestly increcsed raturns, rocuced costs of

the natic ¢

=3

we shall cne day

[}

prcducticn, ¢nd larger profits even et the lower price lesvel
sees. In the aggregate, o land that 1s et lcng lest cdijusting itself tc eternsl

fruitfulness.

2
V

e are dezling here with a subject as brcad and es decp as human
life itself. It is impcssible for me even to tceuch on &1l its fecets in cne
cempressed trsatment. Scarcely a word has been said con the highly impcrtant
subject cf timber. In our part of the ccuntry men nc longer say refcorestaticn
and tree cropping is nct & field fer private investment. Individucls and
corporations are demonstrating that high yield and safety both can be found
in intelligently menaged pine and hard weced timber lands. Nothing has been
said sbout the fundemental importance cf this program cf land =nd water menages
ment tc wild life, fish and games

I could talk tc you all night sbout the amezing cpportunities all
arcund us to build safer and more prcfitable farms on the ruins cf the cld
cnes simply by using the lend right. Balanced farming and scil ccnservatlon

are nct only right merzlly - they pey big dividends in dcllars sand centss
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Vie can use a lot of the capital and the lsbor we have in every community

to put complete scil-and-wnier=-use progrems in effect cn indivicusl farms.
We have the capitel, the tccls, the "know how', the minersls, snd the seeds
end plents with which to work a forming reveluticn here. The only thing
thaet stancds in the way is human inertia - human behavicr cgain.

Now in cocnclusion: Along with scme of yeu, I've gene the full
cycle from the last war te this watching the sveluticn of farm pelicy cimed
to provide remedies for farm prcblems as they unfolded. I am nct afraid of
the new cor the untried, or of government scticn. But I know there is no meaglc.
There is nc substitute for efficient production, which can be securced by the
intelligent uss of plen*y of capitel por mon ir the forn of land, tocls,
buildings, lime and {ertilizers, and livestock. Nothing zen teke the place
¢f pood menogement of cur scil end woter rescurces

It will be bettar to s=ek high returns pers werker thrcugh large-
vclumne, lcw=cost rreoducticn, than te try tc get the sanc high roturn by means
cof high prices for scarce, limited production, But the rest of the econcmy
must play the game unior the some sst ¢f rules. The recent ccal strike gave
grim warning thot scme of the rules c¢f tcdoy must bs revised and speedily if
we are to aveld nationsl paralysis and disaster.

There is a way to lick these prcblems here ot heme, end that is to
have genulne tesmwork cof lebeor end industry and sgriculture rooted firm in the
understanding that the commen good must have priority over the special in-
terest ¢f any ons groupe Vie give lip service to that principle, but we let

Al

it end there.

o

are cither going tc practice that kind cf teamwcrk, or we

arc geing to have trouble - plenty of it. If each major group insists on

going down its own rced, with no real meeting c¢f minds on national pclicy, we
will court national disester. Bankers as incividuels wield pcewerful influence
in thcir communitiese They ere powerful in their group snd stete and naticnel

iatic ey are i csitic ; he oli in bcth of the fields
ngﬂmfmFRASERa53001dthns, They ere in pcsition to help shepe p licy
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I have discussed tcnighte

Vie must have genuine recogniticn of the principle that we can't

@

presper by "“gcuging" esch cthsr - we just ceon't gouge cur vwey to prosperitye

Ve may think we have progressed far from "the vublic be damned" attitude of
the early Vanderbilt, but each day pives evidence thet we have not. Genulne
teomwork based cn the realigzeticn thet we heve to produce scmething before

we cen dlvide it up, could yield us s gigantic naticnal preduct tc share,

Let's go gshead and prcduce 1t,

ccoccoeQ0cceoec o
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