EFFICIENT COOPERATION BETWEEN
THE BUSINESS MAN AND THE FARMER
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Remarks by J. R. Mitchell, Member of the Federal
Reserve Board, at meetings of the Civic and Cormerce
Association, of Minneapolis, and the St. Paul Association,
of St. Paul, November lUth and 15th, called to consider
the future of agriculture in the Ninth Federal Reserve
District,

These remarks followed an address by Dr. 7. J.
Spillmén, Consulting Specialist of the Department of
Agriculture, who spoke on "A Permanent Policy for Agricul-

ture in the Northwest®.
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Since I have been a member of the Federal Reserve
Board, now some eighteen months, I have often been asked just
what the Board does, and my reply has bgen that no inconsiderable
part of its time has been spent in answering criticisms of its
policy, and in explaining the scope of its activities, what it
can do and what it cannot do. But, in addition to that, not-
withstanding the fact that the Federal Reserve Lct was not
creatsd as a panacea for all financial and economic ills,
since its work reaches to every part of the country, it is,
nevertheless, the recipient of tales of trouble coming from
every part of the United States.

If the boll weevil has gotten in his deadly work in
the cotton belt, we are about the first to be advised of the
fact - and th2 boll weevil has been active, with the result
that there is a short crop of cotton, by resason of which the
growers of the ten million bales are‘obtaining a sood price.
But the ravages of the boll weevil have not besn altogether
without profit; for it is that scourgs which has made diversi-
fication nzcessary in the South and mads possible a greater
prosperity.

If therz is a droucht in th: Panhendle section of
Texas, or in New Mexico, we know of it, and ars asked ﬁow
cattlz covered by chattel mortsaccs can be moved across the

border to Mexico ~vhers therce is fced. My answer has been

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



-2~ , X-3562

that if I were the banker holding those mortgagés:‘ivﬁould be
tempted to waive some of the legal technicalitiesruQfeferring
to have mortgages on live cattle anywhers, even in Mexico, than
morteages on dead ones in Texas.

AAgain, if thé prune and raisin crop in California is
not in as good a condition as it should be, we know it, and if

thers has been an overproduction of potatozss in Arostook County,

i

Maine, ws are told of that.

"hen one considers the prasent businzas situation as
it affects the business men and farmers of tha Northwsst, the
outstanding fact 1is that the business recovery which for several
months has been under way in the industrial East has not'been
felt to the same extent‘in the agricultural Test. That there
has been a substantial improvsment in ths gcneral trend of
business can not be questionzd. The recovery began over a
year ago in the textile industry of New England and has ex-
tended to include building, automobil:s, iron and stecl, rail-
road equipment, and reslated industries. Those industries fur-
nishing building materials have benefittecd by th:s construction
of residences throughout ths country

Thus far the revival has been chiefly industrial in
character, but its continuance depends upon its cxtension to
all sections of the country, and particularly th= more complete
inclusion of the agricultural communitices., There can be no

complete national prosperity unless ths buyineg power of the
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farmer is restored. In the 1bn§ run, factoriecs can seil their
output at profitable prices only when the farmers in turn are
selling their crops at a profit.

How far the prices he r:zceives ars out of liné with
the p?ices he is compelled to pay is shown by the fact that,
takin% ths purchasine power of the farmer's dollar in 1913 as
100, at the present time it is approximately 65 ¢, only 3¢
more than in December, 1921, when it was worth but 62é,rthe

~lowest since 1313;and a rsduction in the present cost of life
necessities to the farmer is at this time far from being in
sight. This can only be broucht about by a reduction in waeges,
and the tendency today is towards hicher rather than towards
lower wages .

There is a scarcity of labor today in the citics, and

that at attimc when industry is operating at considerably under
rormal conditions. That will be the rosult when the requirements

of the country restore industry to its full capacity? It is
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possible that the familiar slogan, "Back to the farm?, will be
supplanted with "Back to the cityy"  Such a movemcnt would have
v

the effect of greatly reducing farm production and thereby creating
higher prices.

Tere this meeting in some citiss, it might be necessary
‘to dwell on the importance of agriculture; to call attention to
the fact that U8.6% of the population is classed by the last
census as rural population; that the valus of all farm property
in 1920 was almost $78&,000,000,000.; that the farmer provides
a large portion of all freisht traffic; that the farmer and his
family purchase about one-third of all manufactures; that the
value of the farm production is sstimated to be in each year
almost exactly equallto the vealue crzatcd in the factories, i.e.,
to the value that the factories have.added to the raw materials
in the process of conversion into‘finished articles. Dut in the
Twin Cities it is unnecessary to.argue the point. e know what
the importance of agriculturs isz. Te know that when the farmer
p}bspers the citiss prosper, that the welfare of each is closely
ihterwoven with that qf the other.

Tith the exception of fha iron regions in the northern

-.part of the State, and the coppér districté in the upper peninsula

of Michigan, and in Montana, the :ntire Ninth Federal Reserve Tis-
tfict is dependent for its prosﬁerity wholly upon the products

f the farm, the dairy, and the raisine of live stock.
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That a condition can loneg contimue where the farmer sells
his crops for less than it costs to produce is patently impossible.
Either he must receive a larger return for products, must learn néw
and improved methods enabling him to reduce his costs of production,
or he must give way to someone who can farm more intelligentlj.
Eventually, however, he is bound to get his proportionate share,
for the world must be fed and will have to pay the price. But
we, I take it, are not so much interssted in that millenium when
cach will cet his share apportionzd with scientific accuracy.

The problems facing us are present oncs, and some measure of
relief is immediately necessary.

Many have been th: solutions advanced. Some would
find the answer throurh political action. Tut political laws
caﬁ never repeal economic laws. Politicians may place obstacles
td the free play of cconomic forces and statesmen, remove them,
but those who seek to rsach the root of the farmer's difficulty
through lecgislative action are, I fear, doomzd to disappointment.

Others see in cooperative markating associations the
salvation of the farmer. The history of coopcr-tive movements
in the United States is full of the story of their failures. On
.the other hand, wherz there has been c00d management and sound
policy there have bezsn brilliant successes. It scems probable
that the development of the cooperative movement will continue

with increasing succsss. But, even the complete success-of the

¥

cooperative marketing associations will not, I venture, be the
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complete remedy.

The Capper-Tincher Bill is evidence of thé fact that the
farmers are not satisfied with the present marketing processes, and
if there be any injustices of inefficiencies in our present system,
I hope that they may be rapidly eliminated. Dut men in the De-
partment of Agriculture, men who understand the plight of the
farmer, and whose sympathieé are with him, tell me that the
farmer can gain more by diversifying his farmine and standardizing
his grades than he can by controlling the merketing of his product.

Thers are othsrs who assert that the answer to the whole
question is greater and more liberal credits. Perhaps the need
is not for more credits, but for credits bett:r adapted to the
needs of the farmer. Throursh the local banks and the Federal
Reserve Banks, his short-term credits up to six months raturity
are taken care of. Throuch ths Federal Land “anks, Joint Stock
Land “énks, Farm Mbrtqage':anks and Bankers, and Life Insurance
Companies, his lone-term credits are provided; but, there is, in
the opinion of some, a lack of intermediats c?edits adapted to
his needs, a lack which the Joint Commission of Agricultural
Inquiry points out in its report.

The "ar Finance Corporation, which has done such
splendid service in this field is an emergency creation, and
Mr. Meyer, its Managing Director; predicts that there will be
no need to extend its activities, which by law wiil end this

coming sfring.
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Ton. Sidney Anderson, Chairman of the Joint Commission of Agri-
in Congress '

cultural Inquiry, has introduced a Bill/which would provide this
intermediate credit by amending the Fsderal Farm Loan Act. Inci-
dentally, the Federal Keserve Board has endorssd this Dill. 3ut
more credit is not the final answer to tho situation., Many of
the farmers themselves recoénize thet they have had not insufficient,
but too much credit,

Undoubtedly, improvements can be effscted all along these
lines, and no efforts to effect th:se improvamsnts should be abated,
but even warz the wishes of the most ardent advocates of these re-
forms met, still the root of the probler would remzain untouched.

In tha final analysis, the farrers! problem is as much
of a Dbusiness problem as is that of the manufacturer. To be
successful cach must producs articles for which there is a demand,
end se¢ll them for more than it costs to producs. Fach must
survey his resourcss and produce that for which he is best
equipped, and cach must plan ahead to wuse his plant most effi-
ciently at all timss,

/s I see it, ther:c are only three ways by which the
farmer can attempt to obtain a larger income. He can try to
secure for himself a larger share of the ﬁalue of his crop, and
aé the processes of distribution become more efficient it is
altogether likely that the farmsr will receivs more for what

he sells, and the consumcr pay less for what he buys.
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The farmer can attempt to reap a larger harvest, but he
has sometimes done so only to receive less in return than he had
for a smaller crop.

Or, he can analyzz his situation, survey his resourcss,
produc:z that for which his farm is best suitsd, abandon his
efforts along lines which have proved unprofitable, and so
diversify his crops and activities that hefmay reduce his
chances of failure and increase his chances of success.

To some, this proposal that the farmer adjust his
production to his market may not secem revolutionary enocugh. e
have become so accustomed to the burdens of agriculture that
sometimes we think only some complete revolution can remedy
matters.

This solution, to be sure, is not new or startling.
The Department of Agriculture and the Agricultural Colleges have

been urgine it. OQOnly rscently some of your leading newspapers

have been conducting a campaien for diversification, last month
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your Jairy show was a c¢reat success in deﬁonstratinq the advantages
of farm dairyine. Dr. Spillman has just shown you what can be
donz, what has been done in certain localities, to increase the
fermers! return.

Whét is necessary is that ths farmer be able to see
clearly just what he ought to do in the way of diversification
anl to understand the limits beyond which hs must not go in

this direction, and when he understands these things I have
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sufficient confidence in his intelligenée to believe that he
will act wisely.

Something must be done,as to that we are all agreed.
But what to do and how to do it is the question.

'Can we not consider this gathering a meeting of stock-
holders, all interested in making a success out of agriculture,
upon which our success is solely dependent? I feel that I am
a large stockholder in this basic industry, and I am just as much
interested in getting the farmer back on a profitable basis as
anyone.

Now, the best :zxperts in the country point out the
remedy - diversification, and proper planning of crops and
efforts - a scientific éurvey of each farmer's resources, and
the determination of what his farm is best fitted for,

How to translate that knowledge into actuality is the
problem. Ve have the county agents, cqoperatively employed by
the Department of Lgriculture, the Agricultural Colieges and the
counties, who are doing a remarkeble work; we have the agricultural
colleges, which have contributed greatly to the upbuilding of our
secfion; there is the United States Department of ‘griculture,
studyine the problems and ever ready to help; there are the bankers
and merchants in the smaller towns, whose prosperity is dependent
upon that of the farmer, no less and no more than is that of the
bankérs and merchants in the larzer cities, and the railroads

which traverse the territory.
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All these, with their diverse interssts, have one interest
in comuon. Is it not possible that all of them should cooperate,
pooling their fécilities and’ their abilitiss for the common good?
It seems to me that there is only one answer, and th:t is that
it is possible. It has occurr:d to me that what the Ninth
Federal Reserve District nceds, or what we, as stockholders
need, is a Department of Agriculture of our own, which not only
will be informed on what is nacessary to be done in this dis-
trict, but which will be in a position to see that what should
be'done is done, and in a position to cooperate with thesc other
agencies = a depgrtment which could serve as a clearing house for
all the information, which could coordinate all activitics; which
could interpret agricultural needs and conditions to the city
interests, and malze affactive thair intasrest in and the aid they
are rzady to sxtend the farmer; which could bring together the
farmers and the businsss men of all classes in the study of their
common intarests, which would lcad to a better understanding.

In ths working out of such a pro,ram, you will find
the country’banker.not only a most willing worker, but a most
effactive one. In touch with the whole of his community he
can aid here, help there, make a sugegsstion to tiis farmer and
aBove all, finance in an understanding manner the change into

diversification.
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Such a program is not theoretical - it is practical. It
has been proved. In certain ssctions of the South, for example,
the cooperation of the bankers and business mén, witﬁ these
agenciss, and with the farmer, has besn largely instrumental in
bringing about ths gr:ater prosperity due to diversification
and ths proper balancing of =fforts and activities.

What has been done clsewhere, can be done hera. The
various agenciss are cager to cooperate. All that is lacking is
leadership and I am surs that is hers. Whether that leadership
can be supplied or nbt, determinss the difference, in my opinion,
between a discontented rural population with its attendant dis-
astrous results and a prospsrous agriculture. It is a question

which only you can answer, What shall it be?

Let me assure you,jn conclusion, that th: Federal
Reserve Bank of Minneapolis, and th: Federal Rsserve Board as
well, will gladly coopersute, in every way possible, in any sound
.constructive program decided upon to relisve the situation now

confronting you. The initiative must come from you.
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