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DIRECfOR'S PREFACE 

Growing governmental interposition in agriculture, 
and in the commerce in animal and vegetable fats and 
oils. has greatly modified world trade in these important 
foodstuffs; and it is profoundly altering the general char­
acter of farming in a number of countries. Of these coun­
tries Germany seems to offer the most instructive case for 
study. because control has perhaps gone farther there than 
elsewhere, both socially and economically. From it, cer~ 
tainly. there emerge a large number of highly significant 
facts and lessons to be learned. 

To analyze the German situation in fats and oils. the 
measures embodied in the so-called "Fat Plan" and the 
outlook, however. demanded a far more intimate ac­
quaintance with German agriculture and German policy 
than any regular member of the Food Research Institute 
staff possessed or could readily achieve. Accordingly. 
while I still enjoyed the active collaboration of my two 
co-direcJors, Drs. Alonzo E. Taylor and Carl L. AIsberg. 
we arranged with Dr. Karl Brandt to produce this. work 
under a temporary appointment, since replaced by a per­
manent one. His own foreword, and the book as a whole, 
adequately indicate his peculiar fitness for the task. 

The scope and significance of the work are much 
wider than a brief title can suggest. The fiI'st half not 
merely provides the essential background for discussion 
of the far-reaching fat plan of recent years; it also con­
stitutes an illuminating treatise on the whole economy 
of fats and oils in Germany prior to the new regime, with 
special emphasis on the dairy industry. the oil-mill and 
margarine industries, and the marketing system through 
to the consumer. This complex part of modern economic 
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life is so little understood, for any country, that 80 com­
petent a presentation is to be welcomed for itself. It gains 
in weight as the author proceeds to show how the control 
measures evolved, how they are working, and whither 
they are leading. 

JOSEPH S. DAVIS 
March 15, 1938 



FOREWORD 

The peculiar nexus between the markets for different 
fats, and between the markets for fats and those for other 
agricultural commodities, constitutes an important inter­
national problem which has commanded my interest from 
the time when German grain stabilization began (1928). 
When the first great shifts caused by that stabilization 
became apparent, I began to investigate the basic causes 
of the plight of the dairy industry, the cattle industry at 
large, and the hog industry, in Germany. The interplay 
of economic factors which are responsible for the price 
level of domestic animal fats was hidden, because no one 
had undertaken to study these factors in a comprehensive 
manner. 

In August and September 1932 I discussed the supply­
demand and price factors, and the all-embracing compe­
tition among all the interchangeable fats, in two articles 
in an economic journal, Der deutsche Volkswirt. At that 
time the extension of the network of interlocked agri­
cultural commodity markets into the field of fats, and its 
implications for the dairy industry, were not yet recog­
nized. The German fat plan has been built-largely con­
trary to my intentions--directly upon my analysis, which 
had dealt with possible policies and their shortcomings. 

The dairy and fat expert of the Reichs- und Preus­
sisches Ministerium fiir Erniihrung und Landwirtsehaft, 
Ministerialrat Dr. Wegener, after reviewing the compe­
tition of fats in the world market, stated correctly: 

In spite of this situation, until 1933 we in Germany were ex­
clusively concerned with dairy economics as such, with reference 
to milk, butter, and cheese prices, which iu turn were influenced 
by the low world prices and from which we tried to sever the 
domestic production by butter and cheese tariffs or through Im-

'Oil 
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port quotas. But after having discovered for the IIrst time the 
coherence hetween dairy economics and the fat economy, we 
began to tackle the problem at Its root •••• 1 

In the autumn of 1933 I left Germany, but I bave fol­
lowed the fat plan with a keen interest ever since. The 
unique resources of the economic division of the public 
library in New York City have enabled me to keep my 
observations up to date. Many of my former pupils and 
my friends have most generously supplied me with the 
current literature. Nevertheless, the present book suft'ers 
from certain handicaps. 

In spite of the four years that have elapsed since it 
was launched, the nation-wide experiment is still in the 
making. Even in many of its practical details, the policy 
to be pursued is still being shaped and reshaped. Many 
desirable conclusions cannot be drawn as yet or be 
founded on material evidence, simply because everything 
is still too new. There is, moreover, a conspicuous lack 
of critical literature on the plan, its operation, and its 
achievements. This can be explained only in part by the 
extraordinary restraint of scientific research and critical 
information of the public under a regime of the undebat­
able leadership principle. Those in charge of the adminis­
tration of the plan have neither the time nor the desire 
to evaluate and weigh the policy pursued. And if they 
had both, they wonld probably not be especially fit for 
such a task because scientific investigation, critical mind, 
and aloofness from actual events seldom coincide with 
the capacity of even the ablest administrators. 

Under such circumstances it was 110 much the more 
valuable to have the benefit of critical comments OD my 
manuscript. 

For DumeroUS suggestions and critical comments I am 
especially obliged to Dr. Hans von der Decken, Berlin ·w_. ""OrdaaJIII ..... __ IIIJdo. aDd P_~ _ 
11 __ • ............ p __ .... ~ N. 11131. LVllJ, as. 
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(Institut fiir Konjunkturforschung), Staalssekretar a. D. 
Dr. Hans Kriiger, Berlin (formerly Preussisches Minis­
terium fiir Landwirtschaft, Domanen und Forsten); to 
Dr. Leland Spencer, Professor of Marketing at Cornell 
University; and to Dr. Roy Ballinger, Professor of Agri­
cultural Economics at Louisiana State University. 

My profoundest indebtedness, however, is to the direc­
tors of the Food Research Institute, Drs. Joseph S. Davis 
and Carl L. Aisherg (now director of the Giannini Founda­
tion of Agricultural Economics). Both have not only read 
the manuscript repeatedly in its various stages but co­
operated with me by contributing the most fertile and 
searching criticism. I am also indebted to Dr. Davis for 
the organization of the charts and tables, to Mr. P. Stanley 
King for his competent draftsmanship, to Dr. M. K. Ben­
nett for suggestions on the final draft, and to Elizabeth 
Brand Taylor for invaluable assistance on the manuscript 
and the proof. For reading the galley proof and for 
many fruitful suggestions I am grateful to Dr. Alonzo E. 
Taylor. 

THE NEW SCHOOL FOR SOCIAL RBsBAllCH 
NBW YORK CITY 

June 1938 

KARL BRANDT 
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marks 



THE GERMAN FAT PLAN AND 
ITS ECONOMIC SETTING 

CHAPTER I 

INTRODUCTION 

As long as man has toiled with brain and brawn to 
conquer nature and to harness its forces to avail himself 
of more abundant means for supplying his wants with less 
effort, his endeavor has unintentionally led to a struggle 
between different sources of the same or interchangeable 
materials. As a German proverb puts it, the better is the 
enemy of the good. In some cases this struggle has de­
veloped into the dimensions of a vicious world-wide 
combat between groups of raw materials and their pro­
ducers. The epic of these combats has frequently attracted 
authors who wrote the story of a commodity and its 
plight.' 

We know about the highly dramatic history of the 
combat between the textile raw materials-flax, cotton, 
silk, rayon, wool, and recently synthetic wool made of 
casein. This struggle has extended over several centuries 
and- will probably continue for several more. The desire 
to conquer the best resources or the best markets for one 
or several of these raw materials has frequently served as 
one of the principal motives behind the foreign policy 
of great powers, and has not yet ceased to influence 
foreign affairs. We know about the gigantic struggle 

I For lDatance, Anton Zlschka. Du Il.am:pl am dfe WeUmcreAt BCUlJllwolle 
(BuD, LeJpalt. V10DDa. ta35); Howard and .Ralph Wolf. Rullober. a. StOrrl 01 
01.,." Qlld O,.,d (N ... y ..... 11l38). 

1 



2 THE GERMAN FAT PLAN 

between copper, aluminum, and magnesium, and about 
the doom of Chilean saltpeter under the attack of the 
fixation of atmospheric nitrogen. A similar struggle has 
been going on for decades in a field that cannot but aft' ect 
agriculture in almost every country of the world; but the 
character and the scope of this competition has been dis­
covered only very recently, and in many countries that 
are directly concerned it is not yet recognized.' 

This field covers the entire economy of fats and em­
braces all sorts of animal and vegetable fats. It is related 
to the combat of fibers because cotton, tlax, and hemp 
yield fats a8 by-products. As is usual in such cases, the 
severe competition is caused by differences in the costs 
of production due to more favorable location or to more 
efficient management and technique of production. Within 
the realm of fat economy, the sciences of physics, chem­
istry, and biology have succeeded in making practically 
every one of the fats from different sources interchange­
able and substitutable. This broad statement remains 
true, despite the fact that certain fats contain particular 
components peculiarly adapted to special uses. A. a re­
sult, the competition between fats of all origins and types 
has become perfect To use a very broad and simplifying 
metaphor for what happens in the field of fats, we may 
say that dairy cows, meat cattle, and hogs are on the de­
fensive against fat-yielding plants, marine animals, and 
even coal and mineraI oils. 

In many countries the dairy industry is the greatest 
single industry. This holds true for the United States as 
well as for Germany or Denmark, Holland, and Switzer­
land. In each of these countries the dairy, cattle, and hog 

• A. B. "h7Iar _ .... ODe ___ of II III Ido _ .. ConI .,,4 BOfi 
Burp"" of tJu Com Belt (P ___ ~ __ ...... _ e. 
Stlmtonl tJD:IftndtJ'. CallI~ U32). E. w. Z'Z?:TD :owua tnau tile IlUbJcct III 
• _ OIl __ .... _'" olla aDd .... prob ..... of oaIIotItatab1IJ JD Ido 
-.. 'lVorfII _ _ 1n4_ (JIow "-" _I. 
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industries are more or less identical with the most impor­
tant part of agriculture. As soon as industries which are 
so much interwoven with the entire economic and social 
texture of a ~ountry begin to suffer severely, they call for 
aid by the state, and begin to press for legislation that 
will improve their chances for survival in the competitive 
process, if not permanently then at least for a period that 
permits them to reduce costs and to reorganize. 

It is the aim of this study to throw some light upon a 
certain phase of this struggle of the dairy industry by 
discussing the attempt made by the German government 
during the last seven years to stabilize the domestic 
markets for milk, dairy products, and edible oils and fats. 

England and Germany are the two largest importers 
of butter, cheese, and casein. In 1929 England bought 
320,000 tons of butter and Germany 135,000 tons out of 
world total butter exports of 490,000 tons. All other im­
porters divided the remaining 35,000 tons among them­
selves. Since then England has absorbed an increasing 
share while German imports have fallen off. The produc­
tion of butter is increasing steadily, and more butter from 
South American states, New Zealand, and Australia is 
pressing into European markets-from 1929 to 1934 alone 
an addition of 100,000 tons. 

Yet the production of vegetable and marine oils is 
increasing still faster. From 1909-14 to 1936 the world's 
output of vegetable oils increased from about 2 million 
tons to 3 million. In 1918-19 the world production of 
whale oil amounted to 60,000 tons; in 1933-36 the output 
averaged 400,000 tons annually. In recent years prices of 
vegetable oils fell to approximately one-half of the pre­
war level, while whale-oil prices dropped from £60 ster­
ling per ton in 1920 to £25 in 1925 and £10 in 1933. Out 
of a margarine production of 1.5 million tons in 1932 
Germany's share was about 500,000 tons. This placed her 
in the lead of all margarine-producing countries. Den-
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mark is next with 200,000 to 250,000 tons, and Holland 
third with an output of only 100,000 to 150,000 tons.' 

Although partial attempts at intervention in the fat 
markets have been made in many countries, the German 
program for the stabilization of the national fat market 
is the only example of a complete cartelization and price 
control of dairy products and fats ever made on so elabo­
rate and intensive a scale and totalitarian in scope. In 
every other country where policies have been adopted in 
order to regulate prices of agricultural commodities, such 
plans were at most applied to certain groups of several 
commodities-in the United States, for example, to the 
so-called "basic commodities." But usually even then 
the methods and means of price enhancement were based 
on single-commodity conditions. It is a unique feature of 
the German fat-control plan that it is the capstone com­
pleting an all-around price-control system for every one 
of the agricultural commodities and their by-products, 
and that it comprises regulations for every one of the 
numerous types of fats under a monopolistic govern­
mental administration. 

A glance at the diagram on page 7 makes obvious 
how intricately the net of interlocking relations is woven. 
Every branch of the fat economy must be affected as soon 
as any single component is touched. All the controversies 
inherent in the competition between fats are being dealt 
with under a comprehensive plan, operated by one of the 
most efficient and honest civil-service systems existing 
anywhere. Such an experiment on a nation-wide scale 
deserves critical study, regardless of one's attitude toward 
experiments in compulsory planning. 

Because of the uniqueness of the plan and its totali­
tarian scope and administrative efficiency, we venture 

&W~. ~ der deabdIeD IUIdt- mid p~. ~ 
lIo/b1e1u_. ___ F_. May 3e. lt31. Lvm. _. 
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to deal with an unusually wide and diversified agglomera­
tion of problems instead of concentrating on a smaller 
subject and arriving at a more intensive and perhaps 
more sa tisf actory analysis in detail. Since the plan is 
comprehensive in its conception, and since it is imbedded 
in a universal system of a state-controlled economy for 
agriculture, industry, and commerce, it would have been 
insufficient to analyze parts of it only. Indeed, no com­
bination of a number of such detailed studies could 
clearly portray the physiognomy of the plan as a whole, 
and they would therefore even distort the detail. The 
strategic features of the entirety are more important than 
many interesting but by no means unique parts. 

For the reader's convenience, the term "fat" will be 
used herein to denote oils as well as fats. This is per­
missible because the two types of commodities, though 
differing in their aggregate condition at normal tempera­
tures (oils being fluid and fats solid), are so closely re­
lated to each other that chemistry converts one into the 
other through the process of hydrogenation.' 

Within the food supply of a nation, foods comprised 
mainly of fats are a third essential group along with the 
two other important types of food commodities, carbo­
hydrates and proteins. The nutritive value of a food 
ration depends largely upon the ratio Jietween these three 
groups of energy carriers, provided we omit the essen­
tially qualitative components, minerals and vitamins, 
which are required in minute quantities. Within each 
group the different food commodities are interchange­
able; and to a large extent, though not in all cases, they 
can be substituted for one another. Legumes, meat, cheese, 
eggs, and fish meat can be substituted for each other, 

1 Ct. C. L. A.labera ud A. B. Taylor. rile Fat, and OU.: A Gmend VI!!'. 
(Food R~ lDaUtute. Fate and. OUa Stadia 1. Stanford UDlnrslt;r. Califor­
lila, 1828). 
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since they are all more or less carriers of bigb-quality 
protein. Cereals, potatoes, and sugar can be substituted 
within the ration as carbobydrate carriere. So can all 
the fats be intercbanged also. Tbe technique of convert­
ing and processing food commodities bas considerably 
widened the range of materials wbich may be substituted 
for one another and yet produce the same effects. No­
where is this more true than for fats. This quality of 
substitutability, bowever, is mainly responsible for tbe 
very problem of competition between various fats and 
tbe economic consequences of the struggle. 

Cbart 1 sbows in diagrammatic form how the different 
fats are related to the primary materials, to the converting 
agencies, to the primary by-products, and to each otber. 

Among the sources of fats we find several land animals, 
one group of marine mammals (whales and porpoises), 
several species of fish (herring, sardines, menhaden, and 
sharks), and dozens of plants. From living domesticated 
land animals, especially dairy cattle but also goats and 
sheep, we obtain butterfat which is consumed in the form 
of milk, butter, or cheese. Slaughtered cattle, sheep, and 
goats furnish tallow, while bogs give lard. fat pork, and 
bacon. Poultry is a source of a special type of fat, and 
the yolk of eggs contains a high proportion of fal Whales 
are a source of large quantities of high-grade fats. In 
many countries, as in Norway, Japan, and the United 
States, fish are used as fat-yielding material as well. 
Among the fat-carrying plants we find a wide range of 
annuals, perennials, and trees, mainly cultivated. that 
serve as a major source of fats. 

Fats may be divided into several groups, according to 
the way they are consumed: 

1. Fats eaten as such during meals. 
2. Fats used in the preparation of meals and in procesaed 

foods. 
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3. Fats contained in meat and other animal products. 
4.. Fats contained in cereals, legumes, fruits, nuts, and 

vegetables. 

Butter, cheese, bacon. and lard belong to the first 
group, and oleomargarine also. This butter substitute is 

CIIAJrr 1.-DIAGB.UI SROWDfG How rIlE J>.mUcnOH AND eoH­

VERSION OF FATS ABE bnmn.ocI<ED 

usually a mixture of several different fats: it may theo­
retically comprise every one of the known fats, although 
in fact it usually consists of only a certain collection of 
them. Cheese is in a special subgroup because it contains, 
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in addition to a fat content that may range from 8 to 60 
per cent of the dry substance, a varying proportion of 
milk protein (casein); thus it might be grouped with fat 
cuts of pork or beef. 

Fats which fall into the second group comprise prac­
tically all of the varieties known. since the particular 
qualities of the individual varieties may be utilized to 
advantage in the many techniques of preparing food and 
according to the choice of particular types of dishes. 
Nevertheless, some fats within this group are outstanding. 
Such are lard and its substitutes, called lard compounds 
or vegetable shortenings; and pure vegetable oils or pure 
hard fats like coconut fat, hardened whale oil, or hard­
ened cottonseed oil. 

Fats of the third group are relatively important as a 
complementary supply, but they are not consciously reck­
oned as "fats" either in the diet of the individual con­
sumer or in the national food supply. They have a special 
significance for our problem because a certain proportion 
of these fats may be separated from meat and other 
animal products and may then appear in the form of 
fats of the first or second group. 

The fourth group of fats-those contained in cereals, 
legumes, fruits, nuts, and a few vegetables-may be 
neglected in this study on Germany. At least in European 
countries, these fats are not usually recognized and evalu­
ated as such by the consumer in the dift'erent food mate­
rials; they do not directly compete with other fats, nor 
are they separated as such; and in general they are unim­
portant Even the German consumption of nuts, which 
have the highest fat content within this group, can there­
fore be disregarded. In a country like Japan, with its 
wide use of soy beans as an equivalent for the milk, 
butter, cheese, meat, or cereals nsed by the white races, 
the role of this fat would require an entirely dift'erent 
treatment 
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With these lines of demarcation drawn-though in 
many instances they are not sharp or fixed-we are in a 
position to outline the importance of edible fats to the 
various interested groups in Germany. These are notably 
agriculture, the fat-converting industries. distributors, 
and consumers. This will serve to show the true propor­
tions of these groups in the national economy, in their 
relation to edible fats, and thus to place the fat-control 
plan in its setting of social and economic facts. 



CHAPTERU 

GERMAN AGRICULTURE AS A FAT-PRODUCING 
INDUSTRY 

From time to time there are reports, especially from 
Germany, that chemists have succeeded in transforming 
hydrocarbons into edible fats. Thus far, however, all 
attempts to produce such fats synthetically from coal, 
mineral oils, or other carbon compounds have been futile, 
at least commercially. The supply of edible fats. there­
fore, remains dependent on agriculture, whaling, and 
fishing.1 For Germany, this has meant primarily agricul­
ture, including animal husbandry. 

THE AGRICULTURAL BASIS 

For many centuries German farming has adapted it­
self most closely to the natural conditions and the national 
food requirements which found their expression in price 
relationships between food commodities. With a land 
area of 181,714 square miles, Germany extends over 7.5· 
of latitude (from the 47.5th to the 55th parallel) and 16· 
of longitude. The climate, which means the available 
amount and seasonal distribution of moisture as well as 
active solar radiation and temperature, is the dominant 
factor in agricultural production, and considerably more 
important than the soils. It can perhaps be best grasped 
by looking at the vegetation of the country, because the 
aboriginal flora expresses much more eloquently than any 
statistics ,the ecological adaptation of plants to the climate. 

'Ia oddJtIoD,. -n _ ............ ON dnI .. ed ,....., w04 ~ _ ODd _ &amp'" ___ • JWpe, __ oU. __ _ 
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This native cover represents predominantly the climate 
and not the soils, although the character of the soils also 
depellds to a certain extent on the climate. The major 
part of the German landscape had a natural cover of 
forests.> Only some of the small regions now used princi­
pally for producing sugar beets, wheat, and brewing bar­
ley, the river bottom lands, and the sea marshes had no 
forest cover. 

The average annual precipitation of the country as a 
whole is 24 inches. In some restricted territory east of 
the Harz Mountains and in the lower Oder valley the 
precipitation ranges hetween 15 and 20 inches, while in 
the environment of the mountain districts it varies from 
30 to 40 inches, and on mountain tops from 40 to 80 inches. 
To compare this with the climate of the two leading dairy 
states of the United States it may be mentioned that the 
average annual precipitation of Wisconsin varies around 
30 inches and that of Minnesota around Zl inches. A 
somewhat more significant index, showing the average 
precipitation during the main vegetation period extending 
from May 1 to September 30, is shown in the map desig­
nated Chart 2. Significant topographic features are shown 
in Chart 3. 

Without considering other more refined measurements 
of climate, these few clues make it obvious that, with a 
few regional exceptions, the northern lowlands of Ger­
many belong to the North European dairy belt which 
extends over a broad stretch south of the Channel. the 
North Sea, and the Baltic Sea, and includes the British 
Isles and Scandinavia. Germany's southern mountainous 
district belongs to the second distinctive dairy belt which 
surrounds the Alpine, Sudeten. and Carpathian mountain 

1 See StatlaUseb." J\eichsamt. Deaf.claer £a.ndwtrt,eAatt. Alia (Berlia" 
t8Uh A. Penck, MDeutschlanda PGIlftPh1sche Gestalt.,'· D'DtuAlcutd: d'. ~ 
Uche" GrundlcqJell HmU Kultur (Lei»da. 1128); HelnrJ.cb. Nlehaua, "Acrtcu1-
tural CondJUona and ReclGlla in GermaD.7," 6eOfnqJhicaJ RepCew. lan1lU7' tess. 
XXID. 1S-f.7. 
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chain. Grass is not the oiiIy crop that can be grown with 
profit in these belts, but dairying fits almost everywbere 
into the general climatic characteristics of the country, 
because good grasses grow very well and make rich 

LEGENO 
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meadows for hay and good pastures. The distribution of 
the rainfall, the cloudiness, and the water-retaining ca­
pacity of ' the soils favor natural grass growth, while the 
moderate temperatures in summer provide for the c0m­

fort of dairy cows on pasture. 
Since the European continent diff'ers in many respec:ts 
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from North America in its geological history and geo­
graphical framework, the climatic features are also 
different Westerly winds prevail throughout the year. 
Coming from the Atlantic, they carry most of the moisture 

CBAIIT 3~ToPOGRAPHY OF GERMANY' 
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IUtd landedrandUchu Grandlap (Lelp.ai& 18M), p. 2a. 

that makes for rainfaIl. But since a number of mountains 
stretch from north to south, the rainfaIl accumulates on 
their western slopes, while it tapers off along their eastern 
ridges. In the mountainous districts the topography calls 
for a permanent grass cover of all the gentle slopes as a 
means of soil conservation, while the steep slopes are de­
voted to tree culture. In the lowlands the natural drain-
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age is rather poor. This is characteristic of almost all the 
northern half of the country. In many places there is 
no other choice than to leave such lands in permanent 
meadow or summer pasture. Dry eastern winds in May 
draw a good deal of valuable moisture from the arable 
land. But on pasture land real shortage of moisture occur. 
in July and August, when the growth of grBBl is already 
slowing down under the influence of its vegetative period. 

The course of temperatures during the year is deter­
mined in its major characteristics by the influence of the 
ocean or the neighborhood of great land areas. The North­
west of the country has a more balanced maritime climate 
with some benefit from the Gulf Stream. while the East 
and Southeast show signs of a more continental climate. 
The South. protected by mountain barrier. on the south. 
west, and east, has a warm climate in the valleys and at 
lower elevations. 

The best brief survey of the prevailing temperatures 
may be given by data on plant zones. Only the valley. of 
the Rhine and of some of its tributaries permit the culti­
vation of good vineyards and the growth of chestnut or 
almond trees. Maize 88 a grain crop grow. only in these 
valleys, although it should be noted that newly bred early­
maturing varieties are expanding the zone somewhat. At 
higher elevations winter wheat is not safe, and winter oats 
cannot be cultivated at all outside of the viticultural belt. 

The average annual temperature of the largest part of 
Germany is between 42" and 50° Fabrenheit, while only 
in some remote districts of the East or at high elevation. 
does the average fall below 40". But the average tempera­
ture might be an average between extreme heat in .urn­
mer and extreme cold in winter. That this is not the cue 
may be seen from the two isotherms' representative of 

'All __ ... _ ~ palaU IInIDtI tile __ lit • --
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winter and summer. The January 32° isotherm cuts from 
north to south through the middle of the country. On the 
one side, East Prussia has an average January tempera­
ture of 25°, while the Rhineland and Lower Saxony have 
32D to 36° on the other. The July 68° isotherm runs from 
east to west through the country, and the average tempera­
ture of the mountain districts, except for the highest alti­
tudes, is 61 ° to 70".1 

The number of frost-free days varies between 305 in 
the lowlands of the maritime Northwest and 220 days in 
the continental Easl This does not mean that a period of 
from 305 to 220 days, respectively, is free from frosl In 
fact, the really frost-free season falIs in the East or at 
higher elevations to 120 days or even less. The apple­
blossom season begins four weeks earlier in the upper 
Rhine valley than it does in the Baltic provinces or at 
elevations above 1,680 feel 

With respect to the direct production of fats through 
plants, it is the Bolar radiation that counts mosl The num­
ber of days without sunshine averages between 70 and 
SO, leaving from 295 to 285 days with sunshine. During 
these days the average period of bright sunshine varies 
from 4.2 to 4.7 hours. Compared with the theoretically 
possible duration of sunshine, the actual full radiation 
reaches on the average of only 32 to 38 per cenl" 

If we consider, moreover, that the solar radiation can 
be utilized by plants only during the growing season. it 
becomes apparent that the opportunities for plants with a 
high sunshine requirement are relatively small in Ger­
many as compared with southern and subtropical cli-

1 Ct. IL A. ADdreo, All" ........... Bill .. ' .. ''''' (2cI ed.. BIelefeld and LeIpoi&, 
1nc). and Stattrtlrcba IUrfliIldl ,., " .. DeuIKIl. BddI. laM. ~ ... 

• Without 'ftDturtnc to dleeu_ the fIQeStIoIl of the 4HreftDCe III the qualIQ' 
of ran ID dUrerent dlmates. ODe IDQ maest that • brl&bter IIDd leu bumld 
_ .. -.. permit on ... ~ dUr ............. poat_ of "'" to _ .. tbo _ It _ foil ... that the _ of the ........ ___ d 
be __ .. _ and _d _ the...,-!tonl_tIes. 
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mates.' That the country enjoys only one-third of the sun­
shine which falls upon its troposphere" is another vivid 
illustration of the cloudiness and humidity so typical of a 
genuine primeval forest belt and of its successor, the dairy 
belt. 

The fact that most of the country was heavily wooded 
by nature gives a clear hint about the character of the 
soils. Compared with the fact that most of the soils were 
originally forest land, the geologists' explanation that the 
country consists mainly of two glacial plains, one extend­
ing from the Alps northward and the other from the 
Baltic Sea southward, loses its significance. The farmer 
is almost exclusively interested in the topsoil and a rela­
tively narrow layer of the subsoiL German forest soils 
normally show a rust or brown color which indicates a 
more or less advanced stage of leaching. The major por­
tion of German soils is light and sandy. Diluvial loam 
extends allover northern Germany, but on almost every 
farm the quality of the topsoil changes with the amount 
of sand deposited by glacial currents on top of the loam 
or with the admixture of sand to the loam. The topogra­
phy of the country and the geological origin are largely 
responsible for the overwhelming variegation of soils. 
Aside from these factors, the antiquity of plow culture 
has left its traces. Soils which have been tilled for cen­
turies show a richer and deeper topsoil. while land from 
which the forest was removed only some decades ago 
shows a much poorer topsoil than the natural composition 
might suggesL 

All these features of Germany's soils have an impor­
tant bearing upon the possibilities of, and the limitatio~ 

I G. JIeJ.bDaDD. MDJe !kemenwbdnchaer III DeabdI ..... • .1I~1HrfdI." 
tl.,. _ A_ .. ". II ... W_u..luly ... lJ22, pp. ___ 
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upon, farming. Since the soils have been leached or pod­
solized from prehistoric times. from the beginning farm­
ers have had to rely on methods of soil conservation and 
replenishment or enrichment of natural fertility. This 
means that a part of the soil has to be kept under grass 
or fodder crops and that the humus content of the soil 
must be preserved and built up. German agricUlture has 
operated for centuries on the principle of an increasing 
revolving capital of plant nutriments on the farm. Animal 
manure has always been the most important basis of crop 
cultivation in Germany. Sheep and cattle are the main 
manure sources. and in former times they were valued 
essentially as such. All of the immense crops of grass. 
clover. hay. silage. fodder crops. and roots have to pass 
through the intestinal tract of ruminants. and their waste 
-combined with all the straw of the grain crops-is trans­
formed into the annual plant nutriment supply. Artificial 
fertilizers and imported feed also contribute to an in­
crease in the volume of manure by enlarging the crops of 
straw. roughage. and fodder in general. It is no exaggera­
tion to say that without the utilization of all the grass and 
fodder crops through cattle. and without the supply and 
intensive utilization of manure. German agriculture with 
all its poverty in natural soil resources would be desper­
ately upset. 

CATrLE HUSBANDRY 

Out of a total of 3.046.226 farms with any land in agri­
cultural use 2,423.844 have meadows and 817.967 have 
permanent pastures, while cattle are kept on 2,493.707. 
or 81 per cent of the total.1 In 1933 there were 19.275.918 
cattle, of which 9.951.688 were cows.' These cows pro­
duced approximately 24 billion liters of milk; assuming 
an average butterfat content of 3.05 per cent, this means a 

-1111." •• P. tot.. 
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total of 732,000 metric tons of butterfat. Only 51 per cent 
(1934) of the total output is manufactured into butter.' 
Yet the butter production in 1933 represented 431.000 tons. 
which was more than the average annual world net ex­
ports of butter during the period 1924-28." In the same 
year Germany's cattle industry 8upplied the nation with 
877.000 tons of beef. 190.000 tons of veal, and lome 60.000 
tons of tallow.' This represents almost the total supply 
of beef and veal for the nation of 67 million people. These 
few figures give some hint of the size of the cattle industry 
and the importance of the farmers' interests at stake when 
the profitability of the butterfat industry is under fire. 

Even if we reduce the total output in butterfat by the 
amount required for raising calves (9.3 per cent of the 
gross yield of milk), the remaining volume of butterfat, 
650.000 tons. plus the tallow production of some 60.000 
tons, shows clearly that within a national fat production 
from all sources totaling 1,043.000 tons in 1933' the cattle 
industry ranks first with its share of 69 per cent A calcu­
lation based on value instead of volume would reduce 
considerably further the share of the other fat-producing 
industries. This predominance of fat production through 
the medium of cattle is the result of a highly refined 
adaptation of agricultural production to the climate, the 
soils. the topography, the relative scarcity of land in com­
parison with the population, and finally the competitive 
situation in the market 

In 1935. out of a total area of 28.753,577 hectares 
used for agricultural purposes, 19.404,563 were used for 
tillage, 5,658.841 as meadows. and 2,909,887 811 pastures. 
The geographical distribution is shown roughly in Chart 4. 

-__ ..... __ DalIK1J,..'" y~..u 1MuI~tlWua 
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Tillage predominates in the agricultural use of unshaded 
areas. In both groups of shaded areas, over 50 per cent 
of the area in agricultural use is in pastures and meadows. 
The farm land in areas shown in black is assessed at over 
1,800 marks per hectare ($288.88 per acre, taking $1 = 
RM 2.50). 

On the average, for the whole country, 29 per cent of 
the land put to agricultural use is devoted to permanent 
grass. In fact, there are large sections of the country with 
more than 50 per cent of the land in agricultural use under 
permanent grass. These have been called the green­
farming belts. As Chart 4 indicates, two such areas are 
the northwestern and the southern green-farming belts. 
Smaller patches cover the mountain areas of medium 
elevation. 

Chart 5, which shows the geographic distribution of 
cattle, points to the fact that over and above the perma­
nent green lands cattle have an additional feed base in 
fodder grown on arable land. Some 2,490,850 hectares or 
12 per cent of the crop land is used for clover, alfalfa, 
grasses, and similar fodder crops. Besides this, 1,107,339 
hectares or 5 per cent of the crop land carry mangolds, 
turnips, or feed carrots. 

The 17 per cent of the arable area in fodder crops does 
not represent all of the feed base. Through their crop of 
tops and leaves' and through the extracted beet chips, a 
total of 388,609 hectares of sugar beets serve as a high­
grade fodder crop.' This adds another 2 per cent of the 
crop land. Finally, that part of the potato acreage which 
supplies the raw material for the distillation of potato 
spirit furnishes a fodder supply for cattle, because the 
slops are fed to cattle and represent on such farms a direct 

1 Be,ldea belDs red lD the creen state, tops and leaves are waahed. and. drled 
In '_rae quantiUea and. are an exoeUent oommen:lal fee4. 

• In add1tlon~ parte of crop aurpluaea are uaecI to produce unextractecl beet 
chip, OODtaiDID.I the lUll lUlU' content. 
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substitute for a certain number of acres in meadow or 
pasture. This would add roughly another half of one per 
cent to the total crop area.' 

For ...-._ text expI ........ 
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Meadows, pastures, and fodder crops (including sugar­
beet and potato-spirit equivalent) constitute 42.4 per cent 
of the total area in agricultural use." From the pastures 

1 Ac:eorcI.JDI' to .... cIer J)ecJE.ea. o,,~ elL. ... 21, 2 mJUIoD to. of potafoeI _ dIsWJed III 1t31-a4. ODe _ ot ___ • ftIae III palp .. _ 

......... tbe_ot.~" .2_ot...,.. Oatbe_otoa 
tn'erqe .. ,. 7leId 01 " lou per hectare 011 GenIwa meadow. aDd • pI1ee ot .. mar .. per ..... _ palp 01 2 mIlIbI __ 01 clIoWJod _ w0aJ4 lie tile 
_ot180 __ ot_ 
'S_I __ t-. Po rI. 



AGRICULTURE AS A FAT-PRODUCING INDUSTRY 21 

and meadows we must make allowance for horses, of 
which Germany counted 3,390,000 in 1935. H we deduct 
208,000 foals under one year of age, there remain 3,182,000 

CHAI\T 5~GIlAPHIC DISTRIBUTION OF CA'lTLB IN GBIlJlANY, 
DECEMBER 1, 1929· 

Number of heed per 100 hectares 
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horses. A consumption of 1 ton per horse in 210 winter­
feeding days would absorb approximately 12 per cent of 
the bay crop of the five-year average of 1931-35, and this 
must be deducted from the meadow area available for 
the cattle herd. We must also deduct 15 per cent of the 
pasture area in order to calculate the area available for 
cattle. The correction for meadows and pastures requires 
the deduction of 3.9 per cent from the total area in agri-
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cultural use. SO that only 38.5 per cent, instead of 42.4 
per cent, are in meadows, pastures, or fodder crops avail­
able for cattle. 

It should also be noted that on some of this land feed 
is a joint product, so that the same acreage appears on 
the balance sheet of crops as well as for use by cattle. This 
is true of the sugar-beet land where the main product is 
beets. It is also true of that part of the potato area from 
which the crop is converted into alcohol as the main prod­
ucl In fact, the feed-base acreage is larger still because a 
good deal of the grain crop can also be considered a sup­
plementary feed supply. Oats, or a mixture of grains and 
legumes, are fed directly to cattle. and the bran is fed 
after the -extraction of flour from grain. It is hard to ar­
rive at a reliable estimate of the amount of grain thus fed 
to cattle and sheep, because it changes with the price rela­
tion to other feed materials, the availability of concen­
trates, the size of the crops of hay and other fodder, and 
the ratio of flour extraction.1 

For the sake of completeness, two small supplementary 
items must be mentioned. Goa~alled in Germany the 
"cows of the little man"-a1so contribute some 37,000 tons 
of butterfal In East Friesia, farmers and small holders 
keep milk sheep. Far the total national account, however, 
these items may be ignored. 

HOG Hus&UlDBY 

The second large source of domestic edible fats is hog 
husbandry. Herbivores are the typical converters of juicy 
feed materials rich in cellulose (at least as their main feed 
base), which is decomposed and converted after thorough 
and repeated fermentation in the ruminants intestinal 
tracl Bui the omnivorous hog, with a much shorter gut, 

1 cr. B. L P __ " ............. _ " .. ua- GdnIII_ (BatJa. _I. 
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has the notable ability to convert concentrated carbohy­
drate feed plus protein into body fat and meat. It is true 
that breeding sows are also excellent milk producers, 
while they are nursing their litters, but this capacity 
counts only as part of the process of raising pigs. 

By reason of the simple fact that hogs are mainly effi­
cient as converters of concentrated carbohydrate feeds, 
the hog industry has no such primary location as the cattle 
industry! Hogs are located in Germany wherever there 
is an abundant supply either of carbohydrates or of waste 
protein. This is why we find the production of hogs com­
bined with the production of grain or potatoes, and com­
bined with dairying where whey is available in the cheese 
districts or an abundance of skim milk in the butter dis­
tricts. In the latter case, a part of the necessary supply 
of carbohydrate feeds often has to be shipped from other 
regions or imported from abroad, while in the grain- and 
potato-surplus districts a good deal of the necessary pro­
tein is brought from some distance. Besides potatoes 
(which in feed use are almost strictly hog feed because 
hogs are the most efficient converters), winter and spring 
barley, and a certain proportion of rye and rye bran, are 
used for feeding hogs. Since 81 per cent of all German 
farms have dairy cattle and some grain or potatoes, both 
factors favoring hog production exist generally. 

The distribution by size groups of farms having various 
types of livestock is shown in Chart 6. In 1933 no less than 
2,577,018 farms with more than 0.5 hectare of land each, 
or 84 per cent of the total of 3,046,226 farms, raised hogs. 
These farms had 18,175,728 out of the total national stock 
of 23,890,397 hogs.' Thus the small holdings with under 

J. Ho. rat_iDe mJPt ban a prS.ma:17 locatioD In 'Y8.st beech and oak forests. 
when the boas could Un malnl, OD roots. tnaects. WOl"lDSt heeclmllts. and 
acoma. But this atenalve type of hoc producUon bas no place in • COUDtr'J' like 
Geraum7 wlth Ita Intend .. ayatem of qrlcu1tun. altbo1l8h hreedlns sow. and 
~UDI leaD. pICa are frequenU7 at J.arp lD. the torests. 
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0.5 hectare each held the remaining 5,714,669 hogs, which 
depended largely on purchased feed. 

CHART 6~PI!l\CENTAGE GP FARMS IN DII'PEIIENT SIZE GROUPS 
HAVING CATTLE, Hoos, SHEEP, GoATS, 1933· 
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Hogs have the greatest fecundity among farm mam­
mals, hence np to two littel"ll of 8 to 10 pigs each can be 
reared in a single year. This peculiarity, combined with 
the hog's rapid growth to maturity, makes for a remark­
ably rapid adjustment of hog production in response to 
the ratio between hog prices and feed prices.1 The well-

-See Aztbar a.-"" _~ ... ~ ~ ... __ -:r, IIeI1bo, U27). 
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known, sharply marked, cyclical fluctuation of German 
hog production, with 36 months' average duration of one 
whole cycle, was responsible for the fact that the total hog 
stock of the country fluctuated, for instance, from 18.6 
million animals in March 1930 to 25.3 million in Septem­
ber 1931. 

Also, hogs are much more efficient than cattle in con­
version of nutrients into edible tissue. This higher ratio 
of recovery of feeding stuffs is important in all countries 
with intensive agriculture; but it means less than feeding 
data would indicate because cattle require less feed raised 
by cropping than do hogs. 

The total crop of fat supplied by the hog producers in 
1933, in the form of bacon and lard, has been estimated by 
von der Decken in his food balance sheet at 308,000 tons 
or 29 per cent of the total national fat production.' Since 
the normal feed ratio for hogs calls for 4 units of grain 
or its equivalent in other carbohydrates, e.g., 20 units of 
potatoes, for the production of 1 unit deadweight" of hogs, 
the domestic pork supply of 2,045,000 tons' represented 
in 1933 approximately 10,000,000 tons of converted grain. 
In the same year the entire supply of fat from domestic 
oil seeds was only 3,000 tons, practically negligible. 

OTHER AGRICULTURAL SOURCES OF FATS 

Other agricultural sources of fats should be mentioned, 
although they have long since lost their former importance 
in Germany. 

Sheep might be used as a. source of fat. In practice, 
their fat is eitller consumed with the meat, or is of in­
ferior quality and used as inedible tallow and grease. 

1 Von der DeckeD. op. cit .• p. 75 . 
• Deadweight. In German usage. means the welSht of the alaugbtered hOI 

without the blood and the lDteatI.D.ea. The cWl'eftDce between Uvewclgbt and. 
deadweilht lor bop nne. from 18 to 25 per cent accordblS to the ace. we1Sht. 
ODd quall~ of the IUIImaL 
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However, large-scale production throughout the nation 
might conbibute such quantities that sheep fat could like­
wise be utilized for direct consumption after refining and 
converting. Sheep as ruminants have an ability much 
greater than cattle to digest and convert materials very 
rich in cellulose, even in a dry state. They can utilize 
jnicy fodder, and they can also convert concentrated feeds 
into wool, meat, and fal But they have to compete with 
cattle or with hogs; and in both eases they lose, unless 
special conditions give them an opportunity to yield a 
better return. The German type of cattle - "lowland 
cattle" as well as mountain cattle-is, by historical origin 
and intIuence of breeding, typically adapted to bygrophi­
lous tIora, while most of the German breeds of sbeep 
still possess certain capacities inherited from denizens of 
semiarid regions with a xerophiloUl type of vegetation, 
which enable them for example to live on straw for a 
long while.' 

With the disappearance of fallow in the course of in­
tensive crop rotations, the main pasturing land for sheep 
disappeared. The decline in their number is the most 
striking feature of Chart 7. Today sheep are kept only in 
the mountain ranges too poor to feed cattle, in the marshes, 
as additional stock on fat pastures in order to utilize gr888 
left over by cattle and horses, or in the lugar-beet districts 
as converters of a part of the top and leaf crop of beets. 
In 1933 only 168,409 farms had any sbeep at all, and the 
total sheep flock of Germany numbered 3,919,000.' The 
cash return from sheep in 1928-29 did not amount to more 
than one per cent of the total cash returns of German agri­
culture. Forty per cent of the sheep returns was repre­
sented by wool, the rest by meal Therefore, we may omit 
this item , from our consideration. It may be added that 
,_ pIuIt. .... -"7 -.... to. _ ~_ 
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even if the trend of sheep raising should be changed arti­
ficially, it would result mainly from efforts to raise more 
domestic wool; and the enlarged output of mutton would 
create fresh problems in the meat markets. 

ClIART 7~LJVBSTOCK POPUL&TION IN GERMANY IN SPECIFIED YEARS, 
1860-1935* 
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Still another item, though an extremely small one, must 
be reported in a survey of farmers' interests in the fat 
problem. Fat can be and always has been produced in 
Germany on farms without animals to convert carbohy­
drates into fat. The plants used for fat production are 
rape, flax, hemp, poppy, and mustard. 
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Flax and hemp are primarily fiber plants which yield 
oil seeds as a by-product in so far as they are not used for 
seed. Both plants have to meet severe competition from 
foreign fibers such as cotton, flax, hemp, jute, and sisal. 
With an unfavorable relation of their prices to those of 
other farm products, both plants had become almost ex­
tinct on German farms. In 1878 prewar Germany grew 
133,000 hectares of flax and 21,000 of hemp. In 1927, the 
acreage in postwar Germany was down to 15,000 hectares 
of flax and 1,000 of hemp. 

Winter rape (BrlUsica napu, oleifera) and mustard 
(BrlUsica rapa oleifera) as a spring variety are the most 
important oil seeds for German conditions.. They re­
quire the best soil in the best state of fertilization and yield 
oil seed as their only product In 1878 (prewar area) an 
acreage of 179,000 hectares was under rape and another 
2,100 under mustard. In 1927 (postwar area) the acreages 
were 28,000 and 2,400 hectares, respectively. 

The extractable oil content of hemp seed and mustard 
seed is 25 per cent, that of linseed 32 per cent, while rape 
seed yields 36 per cent of oil Linseed cake has a remark­
ably high feed value for any type of animals, because of 
certain dietary qualities not to be found in other cakes.' 

The average yield of rape and mustard seed for the 
years 1928-32 was 1.3 tons per hectare and the yield of lin­
seed for the years 1934 and 1935 was 0.68 ton per hectare. 
This means that the extractable oil content for rape was 
0.47 ton per hectare and for linseed 0.17 ton per hectare. 
The importance of these figures will be discussed in chap­
ter xiii Here it is enough to point out that in 1927 the do­
mestic production of oil seeds contributed only 2.4 per 
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cent of the total consumption of oil seeds, while in 1932 
this share had dropped to 0.4 per cent.1 

The third type of oil plant is the poppy. It too is a 
plant yielding oil seed as its only product, because the 
production of the milky sap containing opium is not prac­
ticed in Germany. From 6,300 hectares in 1878 the acre­
age under poppy cultivation declined to 1,800 in 1913, with 
a revival up to 5,700 hectares during the war (1917). In 
1927,3,200 hectares were registered in the statistics. How­
ever, poppy can be ignored as a source of fat, because the 
crop of poppy seed is almost exclusively used directly in 
bakeries. 

All the oil-seed plants combined occupied in 1927 only 
0.2 per cent of the acreage of arable land. Compared with 
the animal-fat industry they may be neglected so far as 
concerns the predominant interests of the German farmer 
as they existed up to 1932. Only in discussing the problem 
of attaining a larger supply of domestic fats need we come 
back to this potential fat resource. 

In summary, the German farmer has a vital interest in 
the production of edible fats. His interests are, first, in a 
maximum volume of production, provided that no domes­
tic surplus arises; and, second, in a price for fats high 
enough to make production of fats profitable. This inter­
est finds its statistical expression in the fact that in the 
crop year 1928-29 the total cash returns of German farm­
ers of 10,228 million marks contained no less than 1,927 
million for milk, 1,497 million for cattle and calves, and 
2,509 million for hogs. In other words, 5,933 million marks, 
or 58 per cent of the cash returns, were derived from two 
branches of production which are directly linked with the 
fat problem, while only 3,752 million were yielded by vari­
ous crops, 380 million by eggs, and 163 million by wool, 
mutton, poultry, and honey.! 

:I. Voa. Iter Deck .. op. cit •• P. II. 



CHAPTER In 

THE FAT-CONVERTING INDUSTRIES 

Next to the original producers of edible fats, the proc­
essors have vital interests in the fat markel The farmers, 
though fiercely competing among themselves, have almost 
identical interests at stake in that market. The converting 
industries, on the other hand, include five different groups 
with remarkable differences in aims and interests: 

1. Dairy plants, creameries, cheese manufacturing plants, 
and milk processing plants. 

2. Lard-rendering plants. 
3. Oil miIIs and refineries. 
4. Margarine factories. 
5. Soap factories. 

DAlRYPL.umi 

H we use turnover as a measuring rod, the first group 
constitutes the largest single industry of the entire conn­
try. Through private initiative in the building 01 more 
and more local creameries and cheese plants, the dairy 
converting industry has had a rapid growth since the in­
vention of the first useful cream separator by Gustav de 
Laval in 1878. In 1933 Germany had 9,697 dairy pIants,l 
3,253 of which were organized co-operatively.. In 1927 
about 26.6 per cent of the total output 01 milk was de­
livered to creameries. Of all the milk delivered to cream­
eries, 53 per cent was manufactured into butter and 8 per 
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cent into cheese, while the rest was chilled or pasteurized 
and sold as fluid milk. 

Within the creamery industry the plants are of all 
sizes ranging from less than 500 liters daily delivery up­
ward to more than 200,000 liters, with the investment per 
plant ranging from several thousand marks to several 
million marks. The cheese-manufacturing plants are 
densest in East Prussia and in Southern Bavaria, while 
the districts with the highest output of creamery butter 
are to be found in the northwestern and north-central 
corner of the country, and also, in recent times, in Wiirt­
temberg. Outside these distinctive localities with special 
agglomerations of the same type of plants for milk utili­
zation, buttermaking plants are scattered all over the 
country.' 

The creamery industry is not the only converter of 
cream into butter. In 1931 only 210,000 tons of butter were 
produced in creameries. The rest, estimated at 183,000 
tons, was still made on farms." Here we have two com­
peting groups: the churning farmers, who do the work 
with a little separator and a churning keg or churning 
machine, and the specialized creameries with improved 
mechanical equipment. The latter group tends to absorb 
an increasing proportion of the milk and cream utilized 
in buttermaking, because the specialized creameries are 
more efficient in the separation of cream and turn out a 
superior quality of butter. There is relatively more farm 
butter in Germany than in the United States. 

Besides the country creamery plants, the industry em­
braces an increasing number of city milk plants which 
pasteurize, bottle, and distribute fluid milk. These plants 
are large-scale industrial enterprises, often larger than 
the greatest breweries and representing enormous invest-

• See Chuto 11 ODd 13, pp. 71 ODd 711. 
• StatUtUc::Au Ia.ltr&acll:. :l9St. p. 111. 
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ments of capital In 1935 the sale of fluid milk through 
dairy plants for direct consumption accounted for 3.4 
billion liters, or 50 per cent of the total consumption 
of fluid milk; while all creamery-manufactured milk 
amounted to 8.7 billion liters. The city milk plants have 
organized their supplies by setting up extensive systems 
of collecting stations throughout the milkshed. For this 
reason they represent more powerful industrial units than 
the majority of cheese and butter plants, although the 
latter include some enterprises of similar magnitude. 

The retail value (taking retail prices for Berlin 88 

representative) of the total output of creamery butter in 
1932 was approximately 580 million marks, while that of 
the creamery and dairy-plant output of fluid milk and 
cream was about 825 million marks. The combined value 
almost equals the entire value of the combined output of 
the coal- and lignite-mining industries during the same 
year. 

The second group of converting industries, consisting 
mainly of the snet-rendering plants, is far smaller. In 
1928 a total of 91 plants proce88ed 27,474 toDS of all sorts 
of fat, with a value of 2.266,000 mark' The tallow ren­
derers employed only 383 persons. These figures indicate 
that the industry is of slight importance. It ranks ooly 88 

the utilizing branch for a by-product of the slaughter­
houses, and in the broad field of the fat markets it need 
not be taken into account. 

This condition is due mainly to the fact that, in Ger­
many, rendering tallow or snet 88 well 88 lard is com­
pletely decentraIized, and is done either by small butchers 
or by housewives who add certain spicy ingredients.. In 
summer, such a rendered lard,' which tastes like roast 

15-..-..1 __ ... 128. 

...... _"'----_ .. _ .. -- .. ~_ ... _ll __ It_"' __ .... __ 
_ .. ..n...- ......... pat ___ ., ..... __ ----_ ........ "'--_ .. _--



THE FAT-CONVERTING INDUSTRIES 33 

drippings, putrefies rapidly. The pronounced preference 
of German consumers for this type of lard is perhaps one 
of the chief reasons why a concentrated rendering indus­
try has not developed. Another is that there is no concen­
trated packing industry in Germany. This in turn is 
partly due to common municipal requirements, based on 
health and sanitary considerations, that slaughtering be 
done in municipal abattoirs. No distinction is made in 
Germany between intrastate and interstate trade. 

OIL MILLs AND REFlNERmS 

The three remaining groups of converting industries 
-the oil mills, the margarine industry, and the soap in­
dustry-were, until 1932, mainly dependent on foreign 
materials, as they still· are in somewhat lesser degree. 
Since they convert the largest volume of edible fats, and 
are at the same time a well-organized modern industry 
with many international relations, they constitute the 
weighty counterpart of dairy husbandry. 

In 1928 Germany had 554 oil mills operating, 44 of 
which were equipped with refineries or hydrogenation 
plants. Besides these, 21 refineries were operated as sepa­
rate enterprises. These oil mills worked up 2,445,000 tons 
of oil seeds, of which only 13,000 tons were domestic 
produce. The end-products of the operations of this in­
dustry were 802,900 tons of fats plus 1,594,700 tons of oil 
cake. The value of the raw materials of the industry 
represented 825 million marks. and the end-products 576 
million marks' worth of oils and 332 million of oil cake. 
or a total of 908 million marks. About 80 per cent of 
the output of fats was subjected to refining processes. 
Twenty-three oil mills had an annual output of fats above 
20,000 tons while 531 produced less per mill. All oil mills 
and refineries together had 11.373 persons on their pay-

... aoned. ID this form lard. Is ooulumed eapeclalQ ••• lipread on pumpemtckel 
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rolls, and the value added by manufacture was 83 million 
marks.' 

The technical process perfonned in this industry em­
braces the following oil-mill procedures: sifting. winnow­
ing. decortication. crushing. grinding. heating. pressing. 
regrinding. repressing. and extraction with gasoline, ben­
zol, or organic chlorides; distillation of the crude oil to 
separate and regain the solvent; and drying of the ex­
tracted material. The process of "refining" consists of 
filtering. elimination of fatty acids, washing, drying. de­
odorizing. and bleaching; it may finally also continue the 
processing by the hydrogenation process which was in­
vented in Gennany in 1902.· 

This .is a highly developed industry in Germany; and 
since from the beginning it has competed in the interna­
tional market, it has been a leader in technical equipment 
and efficiency. Since 1927 it has been brought partly under 
the rule of the powerful international margarine trust 
discussed below (pp.40--44). In 1927, 48 per cent of the oil 
production and 37 per cent of the oil-cake production 
came from mills owned by the trust, which also owned the 
larger part of the hydrogenation plants. In 1929 the trust 
accounted for 71 per cent of all the value added to all raw 
materials in the oil-mill and margarine industry. Outside 
of the mills owned and operated by the margarine trust 
there remain two groups of oil mills: the large and 
medium-sized plants at the ports or on main inland water­
ways, and the majority of small iuland mills. 

In 1875 Gennany still had 2,869 oil mills in operation, 
while in 1925 the number had shrnnk to 674. This is the 
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consequence of the disappearance of German oil-seed 
production and the concentration of large-capacity plants 
at the main harbors for working imported oil seeds. The 
number of persons employed rose from 8,933 in 1875 to 
13,057 in 1925. 

The geographical distribution of the oil-seed industry, 
with reference to the number of persons employed, is 
shown in Chart 8. In 1928 the mills at Harhurg-WilheIms­
burg, near Hamburg, processed 50 per cent of all oil­
containing raw materials (see the double bar near the 
top of the map-chart). The mills at the lower Rhine 
harbors processed 26 per cent; those at Stettin, 10 per 
cent; and those at Bremen, 7 per cent. Another 3 per cent 
was processed in factories at the inland Elbe harbors of 
Magdeburg, Wittenberg, and Riesa, while 2 per cent was 
milled at Buddenheim and Heilbronn. 

The remaining 2 per cent of the output is the share of 
the small mills scattered over the country. These have a 
trade of a character entirely different from that of the 
larger mills. Their business is based partly on domestic 
oil seeds, on the crushing of special oils such as edible 
linseed oil, on direct sale of oil cake to the farmer-includ­
ing their own and purchased cake-and, finally, on the 
local sale of their various oil products in the environment 
of the mill. 

The large and medium-sized mills live on the import 
of oil seeds instead of oils. They are, therefore, continu­
ally engaged in a hard struggle against foreign oil mills. 
Some of them, in the most preferential export locations 
such as Harburg-WilheImsburg, Bremen, and Stettin, ex­
port oils; or, if members of the margarine trust, they 
produce on order for oil consumers abroad. How com­
pletely the industry reconquered the foreign market which 
it had entirely lost during the war, and how equally well 
it defended the domestic oil market, can he seen from 
the fact that the share of imported oils in total German 
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consumption was reduced from 13.5 per cent in 1913 to 12 
per cent in 1929, and that the percentage of exported oil 
to the total amount processed rose from 20 in 1913 to 24 
in 1929. 

CHART 8.--GIIOGRAPHICAL DISTRIBUTION OF THB GERHAN OIL-SIIBD 
INDUSTRY IN 1925, ACCORDING TO THB NUMBER OF PERSO .... 

EMPLOYED· 

• From BIIIJ.Ier tar _tlldu """"".neb ..... __ 1m. or. 
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The oil-seed indnstry uses a number of raw materials 
widely varying in oil content and. no matter what kind 
of raw material is used, has an output of two products. 
These may be called main product and by-product, but 
their relative values vary over a wide range. For example, 
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an oil mill in 1927 showed the following percentages of 
total return derived respectively from oil and oil cake:1 

Raw material on Cake 

Soy beans ........... 41.1 58.9 
Cottonseed .......... 53.0 47.0 
Linseed ............. 62.5 37.5 
Rapeseed ............ 75.2 23.4 
Peanuts ............. 76.6 23.4 
Palm kernels ........ 83.8 16.2 
Copra .............. 90.8 9.2 

If the industry operated exclusively on copra as raw 
material, the question of how to dispose of the oil cake 
would be immaterial. If it had to operate exclusively on 
soy beans, the sale of cake would be the more important 
part of the business. Most varieties of oil cakes are very 
rich in protein, and find their best use as feed for cattle 
to supplement the necessary base of good roughage and 
juicy feed found in grass, clover, silage, and mangolds. 
In the decades before the World War, German dairy 
production was built up under the lavish use of such 
additional protein supply. This created the demand for 
oil cakes, which enables the German oil-seed industry to 
operate at full capacity and even to export oil without 
worrying about disposal of the by·product. 

In 1927 the German oil output of oil mills was 4.1 per 
cent higher than in 1913, while the oil-cake output was 17 
per cent in excess of that of 1913. This indicates that 
considerable changes in the composition of raw materials 
must have taken place, for extraction of oil from the raw 
material increased in efficiency during the period. Table 1 
shows what happened. One can observe certain striking 
changes, notably the sharp increases in the crushing of 
peanuts and soy beans, and the sharp decrease in the 
crushing of linseed. 

" CompUed fI'om Auucb.u .. au!' 'UDtenuchUDI •••• , Die eleataelle DlmtileA­
fruhutrfa, p. 12. 
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In 1928 the oil-seed industry sold 50 per cent of its oil 
output (exclusive of linseed oil) to the margarine industry, 
18 per cent to the saIad-oil industry and trade, and 10 per 

TABLB l~PBODUCTION op PLAN,...SBED OILI IN GERMANY, 
1913 ANn 1929* 

Bawmaterlal 

Peanuts ...................... 40 39.2 260 8.1 30.9 
Soy beans ••••••••••.•.•••.••• 15 15.9 165 2.5 20.0 
Copra ........................ 62 121.5 154 18.9 18.0 
Palm kernels •.••••••••••••••• 41) 106.2 138 HI.5 16.0 
LIDSeed ••••••••••••••••••••••• 32 177.9 100 27.6 12.0 
Sesame seed ••••••.••••••.•••. 48 55.7 7 8.6 .9 
Rapeseed ..................... 36 53.4 5 8.3 .6 
Poppy seed ••••••••••••••••••• 38 6.8 2 1.0 .2 
Babassu nuts •••.••.•••••••••• 60 2 .2 
Cottonseed .................... 17 37.2 1 U .1 
Hempseed .................... 25 1.8 1 .3 .1 
Mustard seed ••••••••••••••••. 24 1.8 1 .3 .1 
Sunllower seed ••••••••••• , •••• 28 .0 1 .0 .1 
Mowrah seed •••••••••••••••••• 40 7.9 1.2 .0 
"LeIndotter"" •••••.••.•••••••• 27 .7 .1 .0 

Total from foreign raw ma-
terials •••••••••••••••.••••.. .. 626.0 837 WT.2 99.2 

Total from domestic raw ma-
terials •••••••••••••••••••••• 18.0 7 2.8 .8 

• Data from AIIUCIuIu au" VJdenadnmC' der ~ IIJI4 ..... tzbe­
diDgangeD del' fleatKbeD. WIrUebaf'I.. DIe deal.eJu IIlmllJdmbulutrl4. p. 1 • 

• Ccundlna NIf.Da CnuatL 

cent to the soap industry; 18 per cent was exported and 
2 per cent used for technical and other purposes.' 

THE MAliGAIIINE AND SoAP IlIIDusTIIIElI 

Next m the group of fat extraclonl it the margarine 
. industry. In 1928 it embraced only 88 factories but had 
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9,000 people on its payroll, with an output of 436,769 tons 
of margarine and 49,866 tons of shortening and other 
edible fats, having a total value of 541 million marks! 
In 1928 the industry bought some 419,000 tons of raw 
materials. Of this total, 24,000 tons comprised various 
fats from domesticated animals, another 66,000 tons were 
whale oil, and the remaining 328,674 tons were vegetable 
fats from imported oil seeds. In addition, some 80 million 
liters of skim milk were used. The total value of the raw 
materials was 384 million marks. The value added by 
manufacture was 156 million marks, or nearly twice that 
added in the oil mills. 

This industry has the most startling historical record 
of all groups active in the German market for edible fats. 
From its outset in the early 1870's its output rose from 
15,000 tons to 200,000-220,000 tons in 1913, and to 480,000 
tons in 1922, an output maintained until 1929. According 
to the definitions of the "margarine law" of June 15, 
1897, regulating the trade in butter, cheese, and lard and 
their substitutes, its products are margarine, artificial 
edible fats (Kunstspeisefette) , pure or unmixed edible fats 
(Reine Speisefette).· "Margarine" is defined as including 
all processed commodities similar to butter or molten 
butter whose fat content is not derived exclusively from 
milk. "Artificial edible fats" are processed commodities 
similar to lard, whose fat does not consist exclusively of 
lard. Like butter, margarine contains 15 per cent water, 
while artificial edible fat must not contain more than 
0.5 per cent water. "Pure edible fats" are unmixed refined 
fats or hardened oils. 

In 1928, 92 per cent of the total output of the industry 
consisted of margarine, 2 per cent of artificial edible fats, 

• All 8puu OIl tbe _ IDdutIT !>om SlatiatUdl .. J_adl. !SU. 
p. l25. 

• Auuehual mr UDtenucb.~ •••• • Die deaUclle 1I.",.,.me llltlutrie (Her­
IIa, 1_). P. a. 
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and 6 per cent of pure edible fats. Margarine has not only 
been substituted for butter, but it has also 8upplemented 
the fats which can be spread on bread for consumption. 
It could do so because it made the cheapest types ot fat 
available for that purpose, and thereby increased the 
purchasing power of the German consumer for fata. 

The margarine industry has greatly 8implifled ita pro­
ductive apparatus, thereby increasing ita efficiency and 
lowering the cost of production. While in 1922 the in­
dustry still consisted of 180 factories, the number had 
shrunk to but 67 in 1929. 

During the same period the powerful margarine trust 
was formed.' It grew out of the violent 8truggle between 
two Dutch corporations. Both had begun as butter mer­
chants in the Dutch town, Ou. Both had promptly ob­
tained the patent rights trom the French chemist, Mege­
Mouriez, who in 1869, upon the order of Napoleon III, had 
begun to search for a cheap butter substitute for the under­
privileged and had invented the margarine process. They 
immediately founded the first factories and developed 
foreign outlets for margarine, especially in the neighbor­
ing industrial districts of the lower Rhineland with their 
large laboring masses. Very 800n both companies built 
margarine factories in Germany, at Goch and Cleve. This 
made it unnecessary to export margarine to Germany in 
the face of import duties or other restrictions. After a 
fierce, unremitting. embittered struggle, these two corpora­
tions, Jurgens and Van den Bergh, finally merged in 1927 
and simultaneously formed the "Dutcb-German Margarine 
Unie NY" and the "British Margarine Union. Ltd. .. 

The margarine factories of the trust lie densely con­
centrated in two clusters, one at Hamburg-Altona-Har­
burg. the ,other in the lower Rhine valley near the Dutch 

:I See IIatbufDe Saodarau. MIUf/IIII'IIW .. « B.n. hbltlbJU (Pood Baean:II __ Pata _ 0lJa _ .. Staat_ lJ_...". CalJI--. _,. --
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border at Cleve, Neuss, Goch, and Emmerich. In 1928 the 
trust factories manufactured 62 per cent of the German 
margarine production. The other 38 per cent was pro­
duced by independent factories, some of which are located 
near the trust plants but most of which are scattered over 
the country. While the oil mills are located adjacent to 
the best transportation facilities for raw materials and 
close to the feed market, the margarine factories tend to 
localize in either of two ways: close to the oil supply and 
the supply of skim milk, or close to the best consumption 
centers. The geographical distribution shown in Chart 9, 
indicating magnitudes according to the number of persons 
employed, may be compared with that shown for the oil­
seed industry in Chart 8 (p. 36). 

The Unie Trust has tended to develop into a ''vertical'' 
combination of oil mills and margarine factories, although 
until 1930 this did not go far beyond a financial and ad­
ministrative combination. The alleged aim of a complete 
technical integration was not realized. Only in one case 
has technical unity been achieved. At Wilhelmsburg an 
oil mill, an oil refinery, a shortening factory, and a soap 
factory have been co-ordinated in one technical unit. 
Nevertheless, the trust has at its command the resources 
necessary to perfect this plan, as very few other industries 
have. Of a total consumption of oils of 234,000 tons in 
1928, 204,900 tons were supplied by the trust's own oil 
mills and only 29,500 tons had to be bought from the in­
dependent mills. That the trust had obtained a higher 
degree of mechanization in its plants is indicated by the 
fact that, according to the hearings before the Enquete 
Committee, the production per capita of employed labor­
ers was 95.3 tons per annum in the trust factories, while 
it amounted to only 61.0 tons per annum in the indepen­
dent factories. l Moreover, the trust had built a wide 

I Auuchu •• &\II' 'UntenucbUDC •• ~ • • Die cleut.rcAe lIa.rvariAe Jnda.trfe.. 
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system of subsidiary plants, such as box factories, coop­
erages, print shops, and creameries, which were attached 
to the oil mills and margarine plants. With a share in the 
total production of 62 per cent in 1929, the trust's share in 
the value added in the industry was 71 per cent. 

CHART 9.-GEOGRAPHICAL DISTRIBUTION OP GERMAN MARGARINB 
PRODUCTION IN 1925, ACCORDING TO THB NUMBER OP PBRSONI 

EMPLOYED· 

In 1929, the Dutch-German Margarine Unie NY, having 
absorbed,a third corporation (Hovema) and the British 
Margarine Union, Ltd., merged with the most influential 
soap trust of the world, the British Lever Bros.. Ltd. 
Both groups, the Unie-Union and Lever Brothers, had been 
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members of the whale-oil purchasing cartel; and the Lever 
group not only had great interests in the international 
palm-kernel market, but had long since become the 
largest single oil producer of the world with buge cocoa­
nut palm plantations on the Solomon Islands, in the 
Belgian Congo, and in West Africa. In 1928, Unie formed 
a combine with the G. Schicht Corporation; this was the 
leading owner of Austrian, Czechoslovakian, Hungarian, 
Polish, Yugoslavian, Rumanian, and Swiss oil mills, mar­
garine factories, and soap factories, and an owner of a 
number of chocolate factories. In 1929 Unie was joined 
by the Swedish Paensson group, which operates the main 
oil and soap factories on the Balkan peninsula. 

The dominating interest behind the formation of the 
international monopolistic combine was the desire to con­
troi the world's markets for raw materials in the oil in­
dustry, and thereby the raw materials of the margarine 
and soap industries. The Unie-Lever Trust and Holding 
Corporation have united in a London office all their 
purchases of raw materials and their sales of crude, re­
fined, and hydrogenated oils. Aside from the elimination 
of previous competition among the now united members, 
the aggregate purchasing capacity represents a most for­
midable influence in the international market for fats of 
all sorts. 

The immense trust has the reputation of being one of 
the most solidly built and best-managed international in­
dustrial combines. It passed through the last depression 
with ever-increasing returns and improved its equities. 
In some countries the demand for margarine increased 
with decreasing purchasing power of the masses,l while 
prices of its raw materials decreased more than those of 
agricultural commodities in general. In addition, the trust 

I Thl, wa. b,. DO means cenera.U,. the 0Ilse" tor In some countries prlc:ea of 
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succeeded in expanding its soap business right through the 
depression. Further structural strength lies in the fact 
that the trust has all the advantages resultant from the 
old policy of all its members to nationalize both produc­
tion and trade, because the tariffs and other foreign trade 
restrictions adopted during the depression did not hurt the 
nationalsubsidiaries.1 

The last of the fat-converting industries to be briefly 
considered is the soap industry. It is by nature a com­
petitor of the margarine industry because it buys the same 
raw materials. This is why drastic concentration has 
wiped out the great mass of smaller plants and why it 
is also largely organized in combines, the largest of which 
are directly related to the trusts in the oil-mill and 
margarine industries. Since William Hesketh Lever, the 
first Lord LeverhuIme, began in 1885 to standardize and 
advertise soap under the "Sunlight" brand, this policy has 
forced the industry to fall in line. In 1928 a total of 625 
German soap factories employed some 13,000 persons 
and bought 207,000 tons of fats for 153 million marks." 
In comparison, all the factories of the Vnie-Lever Trust 
sold in 1933 in all the world no less than 2.1 million tons 
of soap. This gives a hint of the trust's power in this field 
also. Other raw materials, mainly chemicals, brought 
the total requirement of raw materials up to 183 million 
marks, while the finished products represented 213 mil­
lion marks of value added. This remarkably high pro­
portion of value added indicates that this industry has all 
the characteristics of a finished-goods industry. While 
usually the manufacturing process reduces the weight of 
the basic materials, the finished product of the soap indUII­
try weighs more than twice as much as did the raw mate­
rials, be<:ause of the added content of water. In some 
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respects this resembles the bread-baking industry, where 
also water is added to the initial materials. 

COMPARATIVE INFLUENCE OF THE CONVERTING INDUSTRIES 

In spite of the considerably larger amount of fats sup­
plied by either the oil mills or the margarine and soap 
industries together, many important reasons weigh so 
heavily in favor of the dairy industry that, from the na­
tional standpoint, the dairy industry always ranks first in 
Germany whenever a dispute arises among the various 
fat industries. In 1928 the creamery-hutter output of 
210,000 tons represented a wholesale value of 754 million 
marks.' The output of the margarine industry of 487,000 
tons was worth 541 million marks and that of the soap 
industry of 457,000 tons was 396 million marks; the two 
combined used 537 million marks worth of fats, which was 
only 69 per cent of the value of the domestically produced 
creamery butter. If we compare the oil-mill industry with 
the creamery industry, we find that the fat output of the 
oil mills was nearly three and a half times that of cream­
ery butter, but that the value was only 74 per cent that of 
creamery butter. The creamery industry employed some 
40,000 persons while the oil mills, margarine factories, 
and soap industry together employed approximately 
33,000. 

All these figures fail to indicate the comparative weak­
ness of these latter industries with respect to influence on 
economic policies and the backing by the public or the 
state. First we must consider that the creamery industry 
can count upon the potential output of butter which will 
be slowly transferred to them from the home-separating 
and home-churning farms. The American development 

I Here the butter output I, lakeD flom. the 1931. staUstics hecause DO reliable 
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toward farmer deliveries of home-separated cream has 
no equivalent in Germany. Farmers deliver milk to the 
creamery or to a separating station, or an ambulant sepa­
rating unit in a closed truck comes to the farm. The shift 
of home-churned milk to the creameries means a poten­
tial increase of 183,000 tons, or 657 million marks on the 
basis of 1928 prices. Such an increase would bring the 
total value of output up to 1,141 million marks, exceeding 
the combined output of the margarine and oil-mill in­
dustries. 

The weakest point of the three non-agricultural in­
dustries, however, is their dependence on foreign raw 
materials, while their competitor, the dairy-plant industry, 
is an integrated and vital part of the great basic industry 
of the country which gives a livelihood to 21 per cent of the 
nation (1933).' Any other measurement which might be 
applied, as fo,," instance the amount of investment repre­
sented by the competing groups-this, unfortunately, is not 
available-would never outweigh this basic dilference. 

The dilfering interests of the groups can easily be out­
lined. Within the dairy-plant industry, the attitude must 
logically be similar to that of the milk-producing farmer. 
The dairy plants will struggle for an increasing share of 
domestic production in the national fat supply, because 
this means an increasing output for them. They will a~ 
claim any hindrance imposed upon the margarine indus­
try. and perhaps upon the oil mills also, although they 
have an interest in the latter as being the important source 
of oil cake used to produce more butterfat. Even the pri­
vately owned creameries, to say nothing of the co-opera­
tives, will always cheer high prices of butter and butterfat 
as long as these do not cause a decline in consumption. 
Since the total domestic output of butter is always too 
short, they are also hostile to imported butter as depress-
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ing the domestic price. In general, we may assume that 
the dairy-plant industry will pull with the dairy farmer. 

As long as free competition among the various fat in­
dustries exists, the margarine and soap industries are 
exclusively interested in low prices for their raw materials. 
The lower the fat prices they have to pay, the stronger is 
their competing power in the world and domestic markets, 
and the more fat consumption can be enlarged, thus add­
ing to their business. Changes in this attitude, however, 
may occur whenever freedom of private initiative begins 
to dwindle or restraint is placed upon competition. It 
may well be that the major interest of the margarine 
industry centers upon securing a profit margin which 
will yield larger revenues with a smaller output, no matter 
whether the monopoly situation is the result of private 
initiative or is caused by state intervention. It has already 
been mentioned that the dairy-plant industry has the 
superior strength of being interlocked with agriculture at 
large. The margarine industry will probably consider the 
backing of the consumer masses as a counterpoise which 
has the advantage of greater numerical count. How well 
founded such a calculation may be, we undertake to con­
sider below (pp. 1~72). 

So far, it has been obvious which side most of the 
competing groups of converting industries will take in 
major disputes. This is not so with respect to the oil mills. 
They are directly bound to the national dairy industry by 
their production of oil cake, the value of which amounted 
in 1928 to more than 36 per cent of their total return. 

In Germany oil cake is not used as fertilizer as it is 
in China and Japan. With the existing relation between 
the prices of oil cake, other protein feeds, and artificial 
nitrogen fertilizer, it pays better to use for fertilizer only 
the plant nutrients remaining after the cake has been de­
composed and extracted by the intestinal tract of the 
ruminants. Indeed, Germany imports oil cake from coun-
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tries which use for fertilizer the cake from crushing hulls, 
and extracts such cake with gasoline in order to use it for 
feed. 

An even more important link with agriculture ill the 
fact that the oil mills can also thrive by processing do­
mestic oil seeds. The replacement of foreign oil seeds by 
domestic produce may be welcome to this industry. 

The oil mills have but one sensitive point of interest 
They are actively opposed to the import of fats in general. 
and still more opposed to imports of refined or hydrogen­
ated fats. They are also opposed to the import of oil cake 
as soon as this decreases their cake returns. Some of the 
largest oil mills own ultramodern refineries and hydro­
genation plants, which enable them profitably to process 
imported crude oils. But in a country with an abundant 
supply of labor at relatively low wages. and a heavy in­
vestment in huge processing equipment, it pays better to 
buy crude raw material than to buy semi-finished raw 
materials. 

Such a generalization does not, however. hold true for 
all parts of the industry. The Vnie-Lever Trust, with its 
combination of oil mills. margarine factories. and soap 
factories, has a point of view different from that of the 
independent oil mills. For the trust, it may be better busi­
ness, at least temporarily. to leave some of their millll idle 
in order to supply their margarine plants with cheaper 
raw materials and thereby increase the net yield of the 
whole trust The trust calculates with a joint-eost account 
H the net profit of the whole enterprise increases thereby. 
one or several mills may be closed while crude oil is im­
ported. 

Even within the sector of the independent mills we 
find certain opposed interests. The position is analogoDII to 
that of the flour-milling industry. which until recently had 
a similar setup. Vp to 1928 Germany produced its flour in 
23,000 tlour mil1s. Of these. a very small number with 
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large capacity were located at the main import harbors 
and along the main rivers, while the vast majority of the 
small plants lay scattered allover the country. While the 
big import mills depended largely on foreign grain, the 
small country mills operated with domestic grain. Any 
policy that cuts off the imports of raw materia1s, and 
thereby increases domestic production, tends to improve 
the business of the local mills and to curtail that of the 
big mills, to the extent that the big mills cannot maintain 
their share by higher efficiency in milling domestic grain 
subject to high transport charges.' State intervention can, 
of course, prevent such consequences by imposing milling 
allotments upon the whole industry. 

The 554 oil mills face very similar conditions. Any in­
crease in the domestic production of oil seeds will most 
likely increase the business of the small country mi11s. 
On the other hand, small oil mills are usually equipped 
only for crushing and not for extraction. Moreover, higher 
prices of oil seeds make it possible for the raw material 
to bear freight charges and to travel toward the big mills. 
This tends to some extent to curtail the advantage of the 
small mills. 

REcOVERY OF WASTE FATS 

For the sake of completeness, one other industry be­
longing to the group of fat converters must also be men­
tioned. It does not deal with any virgin fats but recovers 
waste fats. German laws for the control of pests and con­
tagious diseases provide that every county has to maintain 
a knacker's yard, and that every animal that dies must 
be turned over to the knacker. The farmer can avoid this 
only by slaughtering the animal, if he happens to observe 
that it is going to die. If, following the compulsory meat 
inspection, such meat is found unobjectionable, the farmer 
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has avoided practically total loss. for the knacker usually 
pays only a token in exchange for the carcass. 

This institution goes far back into the Middle Ages. 
The knacker's business was that of "untouchables" or 
social outcasts. and carried something like a taboo. The 
stench persisting in and around the place, the flies. and the 
danger of spreading pestilence, always forced the yards 
into locations remote from human settlements. Today 
this business has developed into an efficient modern in­
dustry. which applies every chemical and physical process 
appropriate to achieve an exhaustive utilization of the 
total material turned over to it.' With heat and pres­
sure, the carcasses are processed and the resulting mate­
rials selected and separated. Besides glue, gelatine, bone 
meal. fertilizers. horns. hides. and- hair. mainly two mate­
rials are singled out: meat meal with high protein content, 
and fats. The fats are shipped to refineries which prepare 
them for technical purposes. especially for lOap pro­
duction. The perfect sterilization, and later the chemical 
purification, eliminate any possible objection to this form 
of recovery of inedible waste fats. Ordinarily the amount 
of fat which is recovered in this way does not amount to 
very much. The annual yield may swell considerably in 
cases of severe epidemics, like the foot-and-mouth disease, 
such as have swept Germany several times since the war 
and struck down thousands of cattle. The same is true of 
the more frequent hog epidemics. 

This minor lOurce is not without interest, because it 
shows how intensively the German economic system oper­
ales and how practically no waste is permitted.' This goes 
10 far that during the war the city _age systems recoT-
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ered a good deal 'of the fat contained in the sink-water 
from the kitchens and in the soapy suds iu general. In 
the large clarifying basins where the sewage deposited the 
solid substances, special devices were built to catch the fat 
deposits. Such fat was subjected to a refiniug process and 
used in industry. This process, however, is generally un­
profitable and can be resorted to only in extreme emer­
gency. 

If it were possible to regain a major part of the enor­
mous volume of fat that is used in the form of soap and 
lost, it would certainly be worth while to attempt recovery 
of those waste fats. But the watery solution of soap 
carries its fat components in such a low concentration 
and makes the watery fat and dirt emulsion so soluble, 
that the largest part of fat continues to flow and disap­
pears with the water. City sewage systems, moreover, 
usually pass all the rain water that falls in the city area 
into the same pipes and canals that carry the sewage 
from households and industries. The floods of water de­
crease the concentration to such an extent that recovery of 
the fats becomes impossible. 

The endeavor to save fat in the soap consumption 
must begin with the use of less soap. This is done on a 
large scale by the use of soda and other chemical com­
pounds containing no fat. So far, however. soap based on 
fats is still the essential supply for all household consump­
tion. Perhaps detergents made from higher alcohols se­
cured from petroleum may come to replace soaps exten­
sively. 



CHAPTER IV 

DISTRIBUTORS, CONSUMERS, AND OTHER 
INTERESTS 

DISTRIBUTOR INnmESTS 

In Gennany at least, distributors are in general weaker 
in defending their special interests than are the producers 
or the consumers. Two divergent groups must be distin­
guished:. the import and the domestic wholesale trades, 
and the retail trade. 

In 1932 Gennany consumed 1,526,000 tons of pw:e faL 
This included 407,000 tons of butter, 442,000 tons of mar­
garine, 252,000 tons of lard, 165,000 tons of bacon, 240,000 
tons of vegetable oils, and 20,000 tons of tallow. In addi­
tion to the domestic production, the total included 44 per 
cent of imported fats, comprising 14 per cent of the butter, 
99 per cent of the margarine raw materials, 41 per cent of 
the lard, 10 per cent of the bacon, and 99 per cent of the 
vegetable oils. If we omit the imports of oil seeds, which 
have already been mentioned, there remains the con­
siderable import of 221,000 tons of animal fats and whale 
oil, 109,000 tons of lard, 19,000 tons of bacon, and 59,000 
tons of butter. These large amounts of fats are of consid­
erable significance in the import trade. But the import 
trade is mostly identical with the wholesale trade in 
domestic fats; this is especially true of the butter, lard, 
and bacon trades. 

In the retail distribution of fats no special interest 
attaches to the origin of the fats, nnless the quality and 
its reliability should cause discrimination in respect to 
origin. The retail trader is concerned only with the qual-

52 
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ity, the price, the volume of trade, and the dealer's mar­
gin. 

A specialized retail trade in fats does not exist ex­
cept in some parts of the retail-milk business. Most of the 
milk-retaiIing chains, organized as independent trade 
companies or as mixed-capital corporations (Milch-Hofe), 
and to some extent the smaIl independent milk retail 
stores, carry an extremely limited assortment of foods. 
Besides milk, cream, butter, and cheese, this assortment 
sometimes also includes eggs, bread in loaves, rolls, and 
margarine. It is hard to make any summary statement 
because there is so much variety. From a purely dairy 
assortment strictly limited to milk, cream, butter, and 
cheese, to a general assortment with almost any variety of 
provisions, we find all intermediate stages. Margarine 
and butter may be bought in any delicatessen or general 
food store, while margarine is sold also in butcher shops. 
Butchers sell bacon and the more usual form of fat-back, 
also lard and tallow. The creameries of high repute of 
one of the country's leading butter regions, Schleswig­
Holstein, which has developed its agriculture along much 
the same lines as Denmark, have built up a remarkably 
prosperous parcel-post butter trade direct to the consumer 
during the last decades. The Postmaster-General has 
provided a most efficient special service. 

The largest wholesale-purchasing capacities of the 
retail trade are organized in three different groups. A 
central co-operative association of creameries in the 
Northeast (Verkauf s-Verband N orddeutscher Molkereien) 
operates a chain of more than 150 retail stores, mainly 
for dairy products. This outlet system was organized 
primarily for the purpose of selling the butter manufac­
tured by the member creameries. The department stores 
constitute another similar group. Until recently, however, 
by far the most important and dominating group con­
sisted of the German consumers' co-operative associations 



54 THE GERMAN FAT PLAN 

and their two huge combines for centralized purchasing. 
In 1931 these associations operated 13,540 retail stores 
with a turnover of 1.3 billion marks. In some parts of the 
country their membership included up to 70 per cent of 
all the families. The total membership of all consumer c0-

operative associations was three million, almost exclu­
sively families. The two central purchasing and produc­
ing combines had a wholesale turnover of approximately 
half a billion marks. 

The department stores maintained their food depart­
ments more for publicity and general service, featuring 
"leaders" as a "bait and lure" for the consumer; often 
they did not calculate commercially correct prices but in­
tentionally sold at cost or even at a loss. In all the other 
groups mentioned the principles of retail food store man­
agement, and of reducing overhead costs per unit sold, 
have slowly but surely compelled the distributors to di­
versify their stock of goods and to offer a comprehensive 
assortment of provisions. 

The same problem has been solved in another way 
by co-operation of specialized food distributors, the gen­
eral food markets. Modem methods of ready-for-sale 
packing have accentuated that process. So long as milk 
had to be dipped by the milk retailer from an open store 
tank into pitchers brought in by the cnstomers, and so 
long 811 butter had to be dug out from an open keg. 
weighed, and wrapped, and so long as slices of bacon, 
ham, or sausage had to be dealt with by skilful banda, all 
BUch procedures tended to maintain specialized type. of 
retail stores. But when all these products, including 
milk. come ready-packed and sealed from wholesale 
sources to the retail stores, it becomes feasible to eularge 
the assortment and to put the formerly delicate dairy 
products 'and fats in the same el88B as cartoDll, cana. and 
cellophane bags containing standardized fooeL 

Another factor which induces the food stores to eo-
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large their assortment is the density of the settlement and 
the willingness of the consumer to walk to the store. The 
more thinly people are scattered in a residential district 
and the more they insist on having a store near by, the 
better the chances will be for a general food store, even if 
the stores enlarge their customer district by delivering to 
the houses. One of the pronounced changes in dwellings 
in Germany has been the rapid expansion of city areas, 
with a transition to suburban types of housing and a de­
creasing density of population per square kilometer. 

All these developments have distributed the retail trade 
of the edible fats most widely over the majority of all 
food stores. In consequence, fats represent only a small 
item in the total turnover of such stores. This is why the 
food retail trade takes no particular interest in the fat 
policy of the government. Cutthroat competition in the 
food retail trade during the deflationary depression had 
aroused, among the more conservative men in the trade, a 
good deal of sympathy with restrictions upon free com­
petition in the market. Many of them insisted that depart­
ment stores be forbidden to sell food. 

The consumers' co-operative stores, which also suffered 
losses from the depreciation of commodity stocks as prices 
declined, were not eager to aggravate the struggle for 
every customer and every purchase. So far as fats were 
concerned, their hope centered on reducing their own 
retail prices of fats below the level of their competitors. 
The new margarine factory which they undertook to 
build at Hamburg was supposed to cut the wholesale 
price of margarine to a level beyond reach of competition. 
It is easy to understand the resentment of the independent 
retail storekeepers against the consumer co-operative 
organization in general. Unlike the development in Switz­
erland and Denmark, where consumers' co-operatives 
have always made common cause with the rural and urban 
middle class and labor, the German consumers' co-opera-
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tives represented almost exclusively the socialist industrial 
labor unions and were their backbone and pride. Upon 
the rise of the totalitarian state, with its strong middl~ 
class and guild philosophy, and the consequent doom of 
all labor unions and the labor party, the consumers' co­
operatives lost their influence and began to decay. They 
lost mainly because of their left-wing political leaning. 
From 1931 to 1936 they lost about 44 per cent of their 
members, while their turnover was cut down by 62 per 
cent 

The diverging and in part radically antagonistic in­
terests in the independent retail trade in food-the d~ 
partment stores, the great food retail chain systems, and 
the consumers' co-operatives-split the entire retail trade 
into several hostile camps and thereby indirectly strength­
ened the producer and converter groups. In general, how­
ever, the influence and interest of the distributors in the 
entire field of fats are almost negligible. The case of the 
ill-fated projected margarine factory of the leading cen­
tral consumers' co-operative association, which was under 
construction when the Fat Monopoly Administration 
began its work. is a rare exception di8CU8sed below 
(p. 170). Perhaps another exception must be admitted in 
the case of the retail store chains owned by farmers' c0-

operative creameries, because there the retail trade is 
identical with the farmer or the creameries. 

CoNSUMER INTERESTS 

The consumer's interest in the fat market must next be 
traced. In 1932 consumers disbursed probably at least 
2,360 million marks in purchases of fats: 1,160 million for 
butter, 400 million for margarine, 280 million for vegetable 
oils and shortenings. 230 million for lard. and 290 million 
for bacon. Since, in the same year, all wages and salaries 
totaled 25,711 million marks, the weight of tbe fat item in 
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the food budget is easily recognized.1 If we add to this the 
retail value of the produce of the soap industry in 1933, 
262 million marks. we arrive at a total expenditure for 
fats equaling exactly 10 per cent of the labor income of the 
population, without considering at all the large expendi­
ture for milk and for fat meats. The total expenditure for 
food in 1932 may be roughly estimated at some 16 billion 
marks, so that approximately 14.7 per cent of the food bill 
of the nation is covered by the item fats. If we include the 
6.7 billion liters Of fluid milk consumed, the value rises by 
1,742 million marks, and the total share of fats plus milk 
totals 25 per cent. 

The caloric value affords a rather crude method of 
evaluating food materials, but at least it gives us an idea 
of the importance of fats in the energy account. As von 
der Decken bas calculated, the German consumption of 
food in 1932 amounted to some 66.5 trillion calories. The 
consumption of fats represented about 14.2 trillion, or 
21 per cent of the total. But the fluid milk consumed in 
1932 adds another 4.1 trillion calories, raising the entire 
figure to about 27 per cent of the total calories consumed. 

Perhaps the best illustration of the importance of fats 
to the consumer is to be derived from the bookkeeping 
records of 2,000 laborers' households in 1927-28. Laborers' 
households with an income of 220 marks a month distrib­
uted their expenditures as shown in Chart 10. 

The expenditure of 11.1 per cent of the total for fats 
(including milk and cheese) represents no less than 26 
per cent of the total food expenditure. Together with meat, 
fats account for the largest single item in the food budget 
of the laborer's family. If we remember how closely the 
item meat is related to fat, the enormous economic and 
80cial significance of the fat problem for the consumer is 
evidenl With the German climate, and dietary habits, 
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fats have major significance in the diet 88 the guarantor 
of a satisfactory supply of reserve energy. Fats balance 
the diet in a way which helps to resist tuberculosis and 
similar disease germs, which flourish when unsatisfac­
tory energy supplies render the body susceptible. This 

CHART 10~PBIICBNTAGE DISTRIBUTION OJ' EIPBNDITUBBS, 1921-28, 
IN GIIRKAN LABoaBos' HOUSEHOLDS WITH AN AVERAGE MONTHLY 

INCOIlB OJ' 220 MAsKs PBB ADULT EQUIVAUlNT" 
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holds especially for growing children and aged or con­
valescent persons.. The pitiful war-time experience has 
proved fu what extent the health of the population rests 
upon adequate supplies of fats. 

All these reasons strengthen the consumer's interest 
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in a maximum supply of the preferred varieties of fats at 
a micimum cost, in other words, in having a high purchas­
ing power for fats. The consumer can hardly he expected 
to be in accord with the farmer or the butter-manufactur­
ing industry. His standpoint, as well as that of the mar­
garine industry, will always be opposed to that of pro­
ducers of domestic fats when it comes to protectionist 
policies for the latter, since such policies mean a curtail­
ment of the consumer's purchasing power while they bring 
greater profit to the producer. 

The strongest potential representation of the interest 
of the consumers formerly consisted of the consumers' 
co-operative movemenL But the vast expansion of that 
organization led finally to a point where it was largely 
dominated by its own business interests. Especially dur­
ing the depression, it became more concerned with strug­
gling to survive terrific economic pressure than with fight­
ing for the consumers against the trades. 

The other center of consumer policy was, by nature, 
the labor party. But it too had outgrown the stage of de­
velopment where it could operate on a purely oppositionist 
strategy and fight independently for consumers' rights. 
With its rise to power and responsibility as the key party 
in the government, its party leaders identified themselves 
more and more with the national economy as a whole. 
They tried to solve the national problem of agriculture as 
well as that of industry and labor. If we keep this in mind, 
it will help in understanding the later trend of events. In 
Germany, as elsewhere in Europe, farmer-labor political 
association has alternated with contlict between farmers 
and urban labor. 

OTHER INTERESTS 

Beyond the groups thus far mentioned as primarily in­
terested there are other interests directly involved in the 
fat markeL The machinery-manufacturing industry sup-
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plies the converting industries with their technical equip­
ment. with spare parts, and, in the process of lICl'apping 
and remodeling, with new outfits. Nearly 10,000 dairy 
plants, some of which have technical equipment worth 
more than a million marks per plant. represent by far 
the largest opportunity for Bound permanent investmenL 
In this respect the oil-mill, margarine, and 80ap indul­
tries combined can hardly compete with the dairy plants. 

Other interested groups are those handling transpor­
tation and storage. The major part of foreign raw mate­
rials for fats, such as oil seeds, are a welcome return car­
go for German merchant ships, such as those going to the 
Far EasL The raw material for butter, either milk or in its 
more concentrated form of cream, is an important item in 
domestic transportation. Butter is one of the essential 
food products of importance in the German cold-storage 
business, while most of the other fats do not require re­
frigeration. Margarine in Germany is much more perish­
able than butter, but its production and distribution are 
organized accordingly, thus rendering refrigeratioJ!. un­
necessary. 

Finally, the state, as the collector of import duties and 
tax revenues, must not be overlooked. In lOme cases the 
budget demand has been 80 strong as to outweigh any 
other influence. The sugar excise tax and the slaughtering 
tax are examples. In 1932 fats contributed 6 per cent to the 
Reich's import-duty revenues (butter 4.3 per cent. lard 
and margarine .8 per cent. and vegetable oils and fats .1 
per cent). Oil seeds and oil cake were free of duty. No 
special taxes were imposed on the fat-converting or -pr0c­
essing industries, unless we count the Prussian slaughter 
tax of 1932 which affected prices of lard and bacon. In 
the fat-D;larketing scheme of later years, the state used 
its taxing power to a considerable extent. and found the 
fats industry a welcome new 80urce of revenue. 



CHAPTER V 

DAffiY MARKETS BEFORE GOVERNMENT 
REGULATION 

As we have pointed out, the axis of the edible-fat prob­
lem in Germany lies in the dairy industry. In order to 
understand the state intervention of 1933 and later years, 
we must first consider some of the characteristics of the 
competitive price economy within the dairy industry. 
With respect to the method of regional cartels later chosen 
for the regulation of markets, it is essential to understand 
the factors affecting the location of various types of dairy 
industries and their competition in the same markets. 
This digression will serve to make clear the economic en­
vironment in which the cartel idea grew. 

OUTLETS FOR Max AND ITS PRODUCTS 

Milk as a fluid, perishable commodity has a compara­
tively low value per unit of weight or volume. This means 
that it can stand only relatively low freight charges, or 
be shipped only for short distances if the business is to be 
profitable. Additional costs are due to the necessity of 
shipping the cans or tanks back to the producer; this re­
duces the distance over which milk can be shipped as such. 
If costs of milk production decline with increasing dis­
tance from the market, the margin may add to the ca­
pacity of the commodity to pay freight charges, or it may 
move the borderline of profitable fluid-milk production a 
certain distance farther away from the market. Decreas­
ing costs of transportation (as with the use of large tanks) 
will have such an effect. Increasing severity of sanitary 
regulations for fluid milk, on the other hand, adds costs 
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and thereby shortenll the distance over which milk can 
move. Aside from these cost influences, limitations upon 
the demand for fluid milk tend to restrict the extension of 
the fluid-milk zone also. 

The usual method of increasing the transportability of 
commodities is to add to their value per unit of weight 
or volume, or to convert them into more concentrated 
goods. With milk, this has been done since antiquity. The 
first method of concentrating it is to separate the cream. 
Cream may contain from about 12 to 45 per cent of butter­
fat, according to the degree of separation. One quart of 
cream may, therefore, contain the butterfat of 3 to 11 
quarts of milk with 4 per cent fat content. This conversion 
splits milk into its components: butterfat in the form of 
cream as the main product; and proteins, plus whey, in 
the form of skim milk as the important by-product. But 
cream is still a perishable food and a liquid commodity. 
H shipping costs are equal for cream and fluid milk, cream 
can be shipped much farther than fluid milk, especially 
since the costs of separation are almost negligible. 

To go one step farther, milk may be converted into 
butter. This leaves nine-tenths of the weight in the form 
of skim milk and 6 per cent of the weight in the form of 
buttermilk as a by-product. One pound of butter may con­
tain the butterfat equivalent of from 17 to 28 pounds of 
milk, according to the fat test of the milk used. which 
may vary between 3 and 5 per cent. This conversion into 
buUer produces a solid lltaple commodity of such value 
per unit of weight and volume that it can be shipped over 
almost unlimited distanCe&. Bnt the making of storable, 
high-grade butter requires an industrial equipment for 
separating, pasteurizing, and souring llterile cream with 
pure-bred culture under coutrolled conditions; for chlU'll­
ing, working, and packing the butter; for heating, and for 
cooling and storing. 

The resulting costs of producing butter cause deduc-
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tions from the obtainable price of milk for butter pro­
duction, or a margin between milk or cream prices for 
manufacturing and for fluid-milk consumption. This 
margin may be increased by higher costs of producing a 
gallon of milk for fluid than for butter purposes as a con­
sequence of higher hygienic and quality requirements. The 
cost of buttermaking reduces the distance over which 
milk may be transported. Another limitation upon the 
distance of transport originates from the fact that the by­
prodUCts. skim milk and buttermilk. have to be utilized. 
The smaller the returns from these by-products, the less 
freight cost butter can bear. 

But there are other possibilities for the disposal of 
whole milk: making cheese, feeding milk to animals. and 
producing condensed, evaporated, or dried milk. All these 
methods allow for more or less complete conversion with 
only small amounts of by-products remaining. or none at 
all. All render milk storable and transportable over long 
distances. Cheese making permits separation of most of 
the protein (casein) and all or most of the butterfat from 
the whey. thereby increasing the value per unit of weight 
or volume and permitting the product to bear higher 
freight charges. 

Cheese production difl'ers greatly from butter manu­
facture. Butter is throughout the world a fairly standard­
ized commodity consisting chiefly of butterfat. Cheese, 
on the contrary. represents a large group of types of com­
modities with casein in various stages of fermentation, 
with butterfat in varying proportions, and containing 
different types of bacteria and mould ("virgin cheese") 
or. in its final condition after sterilization, no viable bae­
teria or mould ("processed cheese"). The long list of 
cheese varieties begins with some containing much whey 
and all the butterfat that was in the milk. and proceeds 
toward types with an increasing content of dry substance 
and a declining content of the original amount of butter-



64 THE GERMAN FAT PLAN 

fat. This cheese catalogue alao shows a longer ripening 
period for the harder cheeses, beginning with no ripening 
time at all and ending with two years of ripening for the 
most expensive types. Examples are given in the accom­
panying tabulation. The last variety has the highest de­
gree of condensation. To make one small cartwheel of 
Swiss cheese usually require_ 1,360 quarts of milk. 

'Calla'" 
mIJk_aIIIt 
",-

Cottaae cheese, Genm ••.••..•... 
Camembert ••••••.•••••••••••••• 
Brie ••••.••••••••••••••••••••••• 
Bel paese •••.••••••••••••••••••• 
RomadoD!' (Liederkraaz) ••••••••• 
Roquefort, GorgonzoJa .•••••••••• 
Gouda (Edam, Tilsi!, Tillamook) •• 
Swiss (Gruyere, EmmenthaJer) •••• 

e 
1-11 
1-11 
I-ll 
I-ll 

10-11 
~13 
~13 

None 
14 daya 
2Iweeka 
4weeka 
4weeka 

2-3 monlba 
21 moalba and more 

15 to 18 monlba 

·Dota ...... __ of L. &. ---. """ .... -." •• 1. of ~.- (11_ 
Yorlr.t828). 

The ratios of condensation indicate that cheese mak­
ing, among the various methods of milk disposal, will find 
its competitive position different at different distances 
from the market. Undoubtedly the farthest location pos­
Bible is that of Swiss-cheese production of the Alpine cha­
lets. In this connection "farthest distance" means ec0-

nomic distance; it may therefore reflect technical difficul­
ties of transport as well as mileage. Bnt before we can .. y 
anything definite about the probable location of the ntili­
zation of milk for cheese making, we must touch upon 
other phases. Cheese factories require almost no machin­
ery except the kettles for warming the milk. bnt they do 
require much apace in which to store the maturing and 
matured' cheeses; and the longer the maturing proceBl 
lasts, the more space is required. They abo require capi­
tal for financing the stored milk "crop." 
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The remaining opportunities for milk disposal are the 
feeding of milk to calves and the production of condensed 
or powdered milk. Feeding butterfat to calves is possible 
only if a premium price for veal or live calves is obtain­
able. Since calves cannot stand long periods in transit 
without adverse effects upon the quality of the veal, and 
since to feed calves whole milk beyond the first ninety 
days seldom pays even when such veal commands a pre­
mium price, this conversion is confined to a zone rather 
near the market. A high price for calves may be obtained 
if· they are raised for high-bred pedigreed bulls. Such 
production might be located anywhere; in fact, however, it 
is limited to cattle-breeding regions. This in turn is de­
termined by low absolute costs of cattle feed and limited 
to a zone distant from markets. The market for milk-fed 
veal and for expensive breeding bulls is relatively lim­
ited; hence both these types of conversion remain in mod­
erate proportions in Germany. 

The conversion of whole milk into condensed milk or 
into powder yields staple commodities that are highly 
transportable. Hence, we might expect such industries to 
be located in the same range as the cheese industries. A 
prime obstacle to the spreading of this type of processing, 
however, lies in the huge investment required for either 
powdered-milk or condensed-milk plants. This restricts 
such plants to locations where a vast supply of milk at 
low prices can be safely counted upon during the greater 
part of the year. Therefore, the evaporated-milk plants 
often function as supplementary sources of fluid-milk 
supplies, and are located in the outer zones of milksheds 
of larger cities. Evaporated milk is more bulky than but­
ter and requires a superior quality of milk, so that its 
transportability is limited. Such plants can also convert 
skim milk into either evaporated or dried products, where­
by they become potentially a subsidiary equipment in the 
buttermaking zones as well. According to location, con-
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densed milk may be the principal product or the by­
product. 

Table 2 shows that, among the several dairy products, 
the relative bulk of butter is the smallest; that fluid cream, 
milk powder, and certain types of cheese come next; and 
that the order proceeds toward ice cream, evaporated 
milk, and finally fluid milk. It also shows the differences 
in the perishability, with storage limits varying from 2 to 
200 days. So far as the investment in the plants is con­
cerned, a wide range appears. Of course, all items in the 
table are subject to great variation. The figures merely 
indicate the relative standing of the products, as found 
in some parts of the state of New York. These relations 
do not necessarily hold for Germany or elsewhere. 

TABLE 2~VARIous CoKPABlSOlfl 0'11 hIPoaTAlfT DAlBY PBOOUCTI' 

p- IaPIJIJ' -'" -- 8_ 
.rea tor -- dllt&IICI ....... _of 

Omit -. '" Irom pouoda '"""' (-, plaDc. --...... 01_ (radiw .. .. .... 
-> 

Ieeeream ......... 1 35 1 " 20 • 25.000 
Fluid millI: ........ 2 100 21 2 20 50.000 
Fluid cream ...... a 10 2 4 20 100.000 
Evaporated mflk.. " 40 10 :m 20 :m.000 
Cheese ............ I; 10 2 :m I; 1.500 
Butter ............ 6 I; 1 :m 10' 10.000' 
Milk powder •••••• 1 12 2 :m 20 :m.OOO' 

• Bur.d. 011. data ,. New Yod S ..... 
• For loc:eI cn.meJ'7: I. oeatralber CI"MIIIn7'. 1M ~_IIION. 
• Par local c:nameJ7. 'or ~enamer7, Nt .... ap. 
• POI'.,.,. powder: lor roUerpowder,aboat fU6 ..... 

Table 3 gives a striking illustration of how the freight 
rates affect the milk equivalent in the ",ariOlD products 
when shipped from VariOlD distances to New York City. 
Bulter shipped from Duluth, Minnesota, to New York hu 
to bear ouly 6 cents per 100 pounds of milk equi .... len!" 
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while shipments of fluid milk from Reedsburg, Wisconsin, 
would involve a freight charge of $1.64 per 100 pounds. 
Of course, such relations do not hold in a country of lesser 
distances, like Germany. 

TAIILB S~RAILI\OAD FluIIoHT RATBS OK DAIRY PRODUCTS TO 
NEW YORK CITY" 

WheIMale Pnlabtratu ....... 
Per 100 Product and point of_ per 100 Ibl .• Per P.....o .. 

New YOlk 0ItJ' 100 lba. ... of lbLmtIk - .,.1"" equl .... laDt 

Butter: 
Watertown, New york ....... $35.00 $ .58 1.7 , .03 
Dnluth, MInnesota ........... 35.00 1.27 3.6 .06 

Cheese: 
Lowville. New york .......... 18.00 .48 2.7 .05 
Plymouth, Wisconsin ........ 18.00 .86 4.8 .09 

Fresh cream: 
2()O.mlle zone ................. 19.25 .51· 3.0 .05 
Reedsburg. Wisconsin ........ 19.25 2.10' 10.9 .18 

Evaporated milk: 
Canton, New york ........... 6.90 .30 4.3 .14 
Middleton, Wisconsin ........ 6.90 .52 7.5 .24 

Fluid milk: 
2OO-mlle zone ................. 3.15 .36' 11.6 .36 
Reedsburg. Wisconsin ....... 3.15 1.64' 52.1 1.64 

• The author owe. thue tlaurea to the eolll"lel7 of Dr. Leland SpeDCU', pro­
_ oI-"..t Co"'"" Dill ......... 1_ New York. 

-Ia leu thaD. .noad Iota. -lD. cuload lata. 

After this survey of the possibilities of utilizing whole 
milk in different ways, the secondary utilization of the 
main by-product, skim milk, also requires some explana­
tion. It must be disposed of in the most economical man­
ner wherever cream is separated from whole milk, either 
for direct consumption or for buttermaking. The more 
efficiently this disposal can be achieved, the higher will 
be the returns from milk. or the lower the price of cream 
or butter may drop. Skim milk obtained with modern 
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separators does not contain more than .10 or .15 per cent 
of butterfat, but it contains 3.4 to 4.0 per cent of protein 
and some 4.9 per cent of carhohydrates. One liter of Bkim 
milk has a nutritive value equivalent to 150 grams of 
beef plus 250 grams of potatoes. Skim milk can therefore 
be used in many ways, and some of them show a marked 
tendency toward certain locations relative to the main 
market centers. As with whole milk, the preferred utili­
zation, ceteri. pariblU. will be that which does not require 
special equipment or techniques for conversion. Direct 
consumption for food, and use as feed for animals, fall 
into this category. We therefore find th.i8 use at vary­
ing distances from the central market, especially on the 
farms. 

German farm diets in buttermaking districts are based 
upon a large and regionally diversified bill-of-fare of 
skim-milk dishes. Besides sweet and sour skim-milk 
dishes. farm housewives make certain types of skim­
milk cheeses, from skim-milk cottage cheese to varieties 
of soft cheeses. Skim milk is also used in baking. a cus­
tom being adopted more and more by commercial bake­
ries because it makes crisper bread, rolls, or cake, and the 
products tend to maintain their erispness and freshness 
longer than if they are made without skim milk. The use 
of skim milk also yields more loaves per barrel of flour. 
Because of the relative cheapness of skim milk and the 
technical obstacles to keeping it &weet in summertime, 
skim-milk powder has been substituted for the milk itself 
in the bakeries of big cities. 

In the central market area and around it, mainly in 
summer, there is a fairly good market for skim-milk cot­
tage cheese, which is often blended with a little cream. 
In the next zone, in addition to the predominant use for 
human cOnsumption on farms and especially for feeding 
to animals, we find the production of sour-milk soft cheese. 
At a greater distance from the central market, a rather 
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wide zone shows a prevailing production of rennet skim­
milk weese1 and, competing with it, the conversion of the 
skim milk into condensed skim milk or skim-milk pow­
der. Where margarine factories exist, they also absorb 
large quantities of skim milk. Besides these commercial 
uses, the extent to which farms consume skim milk in­
creases in this main buttermaking zone. 

In the conversion by feeding to animals, there are also 
certain dominant animals at various distances from the 
market. Near the market, the specialized poultry farms 
for fresh eggs absorb the major part. Next to them, the 
farms raising poultry for meat compete with the calf­
feeders. Still farther away, the pig farms are the main 
users. At the outer rim of the utilization zones, we find 
the casein industry, which converts the rennet cheese into 
a dry product. 

TYPICAL ZoNES OF Mn.x DISPOSAL 

If we assume, in the manner of Heinrich von Thiinen's 
"Isolated State," that a large territory with equally favor­
able conditions for dairying throughout has its center in 
one large city as the market, we may infer the location 
for various types of milk disposal. For the sake of simplic­
ity, it will at first be assumed that butterfat has the same 
price in the central market, no matter in which form it 
may be offered, and that transportation costs rise at an 
equal rate with each additional mile from the market. 
On these assumptions we should find certain character­
istic zones for the utilization of whole milk as indicated 
in the upper section of Chart 11. 

Closest to the market we find a first zone where sales 

1. In certaIn part. 01 the UDlted Statu the JIltlIlutaetan 01 aktm-mJlk cheeses 
I. apeclJlClllll), prohibited. b:r atate law. It wlU be shown In ebapter z bow the 
Olle of aklm milk i, now controlled In Germa.Jt7. but there I. DO prohIbiUon 
apIDat IDIlkIDC ob ..... Ilom _ milk. 
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of fluid milk predominate. Geographically interspersed in 
it, but perhaps more seasonally interspersed, are the uses 
of milk for shipping cream or cottage cheese into the mar­
ket. The cream is essentially used 88 coffee cream and 

CBABT l1..--HYPOTBBTICAL ZoNES OF UTILJZ.\TlON OP WaoLS MILK 
AND SKIM MILK 

WHOLE MILK 

haa a low fat content. while the cottage cheese is more or 
less for summer use only. This first fluid-milk zone haa a 
common feature in that the fanna sell an unusually high 
percenta8e of their total milk output and reduce their own 
cousumption and calf-feeding to the minimum. They may 
even buy their butter and cheese from more remote zones. 
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The next zone still has fluid-milk shipments as the larg­
est single utilization, but with increasing distance from the 
market buttermaking absorbs an increasing amount of 
milk. In this zone we also find a considerable spread of 
other forms of utilization. The separation of cream for 
shipment to the market stretches out farther from the 
first fluid-milk zone and proceeds to higher and higher 
concentration of the fat content. This cream is used for 
whipped cream and ice cream. To these forms of disposal, 
which gain strength in passing from the first zone to the 
second but are in principle to be found in the first zone, 
are added the finest types of soft cheeses with a short 
period of ripening. Among these we find especially Ger­
vais and Camembert cheeses. As a supplement to the mak­
ing of butter and cheese, production of evaporated milk 
may be found. This absorbs the seasonal surplus which 
results either from a supply exceeding the capacity of the 
cheese-storage space and of the butter-making plants, or 
exceeding the seasonal demand. However, the range of 
types of milk utilization in this zone is still broader. The 
farmer uses milk extensively for his own purposes, fre­
quently covering his wants for butter or cheese; moreover, 
in the remotest parts of this zone the price of milk on the 
farm drops so low that feeding milk to calves competes 
with the other outlets. 

In a third zone, butter manufacturing gains the upper 
hand as far as concerns the production of merchantable 
goods. Together with churning, the conversion of milk 
into many varieties of soft cheeses with an increasing 
ripening period takes the bulk. Shipments of heavy cream 
reach into this zone, at least in certain seasons, while sur­
plus milk is also manufactured into evaporated milk. As 
in the second zone, the farms consume a good deal of milk 
and convert another portion by raising calves, with an 
increasing period of milk feeding. The essential difference 
as compared with the second zone is the predominance of 
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buttermaking and the appearance of IIOft-cheese pro­
duction, of types like Romadour, Liederkranz, beer cheese, 
and similar ''winter cheeses" that decompose rapidly in 
summertime and have a penetrating odor. 

In the most remote zone, as Chart 11 (p. 70) suggests, 
production of hard cheese predominates and some butter­
making remains. This zone is also a main location for 
milk-powder plants. Consumption on the farm in any 
form is a typical feature of this zone, and feeding milk 
lavishly to calves for an extensive raising of cattle for sale 
is another indicator of the relatively low prices obtainable 
for milk on the farm. 

The lower section of Chart 11 indicates the correspond­
ing zones. of skim-milk utilization, with the several zones 
covering much the same area as the utilization zones for 
whole milk, or at least parts of them. Skim milk is the es­
sential by-product of selling cream or making butter. 
Wherever we find in the whole-milk utilization zones the 
sale of cream or of butter, the skim-milk utilization zones 
emerge. 

If we divide the predominant locations again into four 
hypothetical zones, in a first zone near the market such 
scarce amounts of skim milk as appear at all are used for 
making skim-milk cottage cheese (IIOmetimes blended with 
a small amount of cream), and for supplying the bakeries 
with sweet skim milk for the finest pastries. 

The second zone, which has considerable amounts of 
skim milk available, supplies the bakeries in the market 
with increasing amounts of skim milk; and in increasing 
amounts, with growing distance from the market, it pro­
duces lOur skim-milk 110ft cheese. The farther we pro­
ceed toward the outer boundary of this zone, the more 
does direct utilization of skim milk on the farm gain in 
importanCe. Farmers introduce the milk protein into their 
diet and utilize it for all kinds of dishes as well as for 
making cheese and for baking. In the use of skim milk as 
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a feed, laying hens and the best types of milk-fed veal 
calves compete most strongly. 

The third zone has a similar composition of types of 
utilization, though there are distinct differences. In cheese 
making. the curd is obtained by the use of rennet, and 
large quantities of cheese are produced as a raw material 
for other cheese factories. Commercial bakeries still ab­
sorb small amounts locally, but the margarine industry 
also appears as a consumer of skim milk in commercial 
quantities. The bulk of the skim milk is used on farms 
about as in the second zone, with the differences that in 
addition to feeding calves up to a much higher weight, 
poultry for sale for meat and laying stock displace egg­
producing hens, and young pigs begin to receive skim 
milk as a regular feed. 

In the most remote zone, casein production replaces the 
skim-milk cheese factories, while plants for skim-milk 
powder and evaporated skim-milk production absorb 
other parts of the supply. Farmers use skim milk freely 
for human nutrition, and feed pigs and calves with the 
remainder. 

All a consequence of the difference in the importance 
of cream separation and butter manufacturing in the 
whole-milk zones, it is obvious that the third skim-milk 
zone has the largest supply, the second and fourth less, and 
the first a minimum. 

In broad outline, this hypothetical grouping of loca­
tions is of some significance in actual developments, in 
spite of the extremely simplified and overstressed assump­
tions of our hypothesis. To approach nearer to reality, we 
must abandon some of the assumptions. 

First, costs of milk production in such an isolated 
dairy region are not uniform. Usually they are higher 
the nearer we approach the central market, because of 
higher taxes and higher wages. This leads to adjustments 
in production such that some zones of intensive dairy 
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production are combined with zones of milk utilization. 
From the most intensive form of production with high­
grade milch cows, the highest ratioll of concentrated feeds, 
and no raising of calves at the center of the fluid-milk 
belt, to summer grazing, scanty winter feeding of rough­
age onIy, and the rearing of all calves in the hard-cheese 
belt, we find intermediate grades of varying intensity. 

Second, transportation costs vary widely, not only be­
cause of differences in railway tariffs for different com­
modities and of declining charges with increasing mile­
age, but also as a consequence of the quality of roads, the 
type of vehicles used, the frequency of shipments, the lIize 
of each shipment, the need for refrigeration, and the like. 
Deviations from our hypothesis in production and trans­
portation costs tend to enable types of utilization of the 
inner zones to move farther from the center, and on the 
other hand enable the industries of peripheral zones to 
move nearer to the central market. 

Third, many other deviations in fact occur because the 
operating costs of the utilizing or converting indulltries for 
whole milk and for skim milk ultimately affect the pOll­
sible location of dairy plants as well as anyone of the 
cost factors. The same is tr)Je of marketing costs. The 
more efficiently a plant making butter or Camembert 
cheese operates. the farther it will be able to move into 
the fluid-milk zone, especially if it finds there a periodical 
lIurplus of milk. Moreover, the size or capacity of a plant, 
its type of equipment, the efficiency of its management, 
and its business capacity influence production costs and 
thereby the potential location. 

Fourth. as 1I00n as health ordinances make pasteuriza­
tion of fluid milk compulsory, a new deviation from the 
hypothetical order of locations begins to appear. If pas­
teurization is exclusively performed in the cities, this 
deviation may remain negligible. If it is permitted to 
pasteurize fluid milk anywhere in the conntry districts, 
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this offers opportunities to combine other types of milk 
utilization with pasteurizing. Butter and cheese making 
may reduce the overhead costs of a pasteurizing plant, 
and they may thus invade the fluid-milk zone. 

Fifth, certain situations may introduce elements of a 
technical monopoly and thereby interfere with the hypo­
thetical equilibrium between the different zones of milk 
utilization. If, for instance, a small group of people who 
have the exclusive skill to make a good Swiss cheese se­
lects a specific area as its location for a cheese-manufac­
turing industry. their arbitrary choice may upset other 
factors of location. If the superior skill of this group 
results in such low costs that it has a virtual monopoly. 
and if in addition after some while the initial investment 
has been fully amortized. the economic advantage thus 
established may outweigh other ''natural'' location factors 
-the more so if the market shows a preference for a dairy 
product of this particular origin. 

There remains still another decisive group of influ­
ences to disturb our simplified theory of the location of 
the various types of industries that utilize milk. Instead 
of a uniform demand and, therefore. equal prices for all 
forms of butterfat-assumed in our hypothesis--various 
dairy commodities show different demand characteristics. 
We know. for example, that in 1930 the total human con­
sumption of milk in Germany consisted approximately 
of 30 per cent in fluid form. 10 per cent in the form of 
cheese. and 60 per cent in the form of butter.l These pro­
portions, however. indicate only the specific volume of 
the demand according to the then existing price relations. 
These price relations indicate clearly that the perishable 
character and certain sanitary requirements, as well as 
the type of service combined with the sale of milk and the 
uniqueness of milk as a high-grade food, create a premium 
for fluid milk. The second highest price is received for 
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butterfat in the form of sweet cream. the third highest 
price for butter, and the lowest price for cheese, except 
for small amounts of luxury types. The consumer's taste 
and his preference for a certain amount of milk induce 
him to pay that price. A good deal of the price structure 
rests on the evaluation of the specific commodities by the 
consumer. Transferred into our hypothetical-zone picture 
of the isolated dairy state, this would probably mean that 
the fluid-milk zone can be expanded farther, the higher 
the premium on fluid milk goes relative to the premium 
on butter. In the United States the popularity of ice cream 
creates a different set of relations. 

Besides the intensity of the demand, it is the volume 
which counts. The proportions of the consumption of 
various milk and dairy products in Germany indicate that, 
ultimately, butter determines what the return from milk 
sales will be-with a certain margin allowing for inde­
pendent improvement of returns from fluid milk or a dis­
proportionate disadvantage for cheese. Perhaps the most 
important fact in the entire dairy economy is that the 
prices of all dairy products are ultimately, though indi­
rectly, determined by the price of butter, provided we have 
a system of free competition. This does not, however, pre­
vent the price of butter from being influenced also by the 
price of other dairy products, although to a lesser extent 
because the amount of butter sold is 80 much larger. 

Even with all these corrections, our general deductioUl 
regarding certain loeatioUl for types of milk utiIization 
would remain valid, though materially modified and with 
many deviations. New problems are not introduced by the 
fact that a large dairy region usually has, instead of a 
single central market, a number of fluid-milk markell 
spotted in the whole map of zones, with consequent adap­
tatiOIl8 within the zones.. After a certain distance from the 
dominant fluid-milk market has been covered, average 
tr8ll8portation costs must absorb such an amount of the 
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relatively high fluid-milk prices that it would pay to begin 
converting whole milk into cream and butter. Similarly, 
after passing a further distance, a higher milk return 
would be obtained if the milk were made into hard cheese. 

As the upper section of Chart 12 indicates, the German 
production of milk is fairly well spread over the whole 
country, although some areas show a greater density of 
milk output. The lower section of the same chart displays 
the location of the two dominant types of milk utilization, 
as fluid milk and for butter. The white areas show the 
fluid-milk zones which supply the towns and cities. The 
dotted areas mark the main butter-making zones. In fact, 
the location of butter-making is much more dispersed 
than the chart indicates, because it covers only creamery 
butter. There is a widely dispersed production of farm 
butter besides. Yet the concentration of creamery-butter 
output is so distinct that, even with due consideration of 
the farm butter, the division of labor between fluid-milk 
zones and butter belts remains apparent. Schleswig-Hol­
stein and Friesia produced 23.2 per cent, the "Allgiiu" 
12.4 per cent, and the area around Hildesheim and Bruns­
creamery butter was produced in these four districts. The 
wick 5.7 per cent. In other words, 41.3 per cent of the 
data shown are for 1928. In 1937 the picture had become 
still much more pronounced, because of the displacement 
of farm butter by creamery butter and the absolute ex­
pansion of butler production. 

Chart 13 illustrates the location of the cheese belts, 
which are even more distinct than the butter belts. The 
"Allgiiu" cheese belt coincides with the butter belt there. 
It represented in 1927 no less than 78 per cent of the soft­
cheese production and 31 per cent of the hard-cheese out­
put. East Prussia turned out 52 per cent of Germany's 
hard-cheese "crop." 

While the butter zones are determined as surplus areas 
with comparatively higher costs of transport than the 
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fluid-milk zones, the German cheese zones grew histori­
cally as a result of low costs of milk production and the 
technical impossibility of frequent transportation. In East 
Prussia the moors were temporarily inaccessible. In Ba­
varia, as in Switzerland, the Alpine mountain ranges made 
it necessary to store the milk in the form of Emmenthaler 
cheese and to move the cartwheels downhill on the backs 
of pack horses. 

Investigations in various countries, into the conditions 
in large dairy regions with dominating markets only at 
one edge, show that this sort of broad division of labor in 
the disposal of milk through various types of product 
outlet is generally to be found. But between these natu­
rally erected zones we find conditions which cause great 
dissatisfaction among dairy farmers in all countries. 
These will now be considered. 

OTHER FAcroRS AFFECTING LocAuzAnoN 

So far, all the assumptions made and the conclusions 
drawn have touched only a small number of rational fac­
tors--aIbeit important ones-that inlluence the localiza­
tion of certain predominant types in the utilization of milk. 
It is well known. however, that, besides purely economic 
factors, many others affect the localization and growth of 
plants in the dairy industry. 

To begin with, plants are planned and established 
through private initiative on the part either of individual 
entrepreneurs or of groups of farmers in the form of c0-

operative associations. Since this involves a good deal of 
risk and requires a strong incentive to carry out the risky 
plan. dairy plants are not the automatic aud immediate 
result of a local milk supply. There are many examples 
of remo.te dairy areas where for many years no independ­
ent creameries appeared, and where farmers also lacked 
the initiative to organize co-operative creameries. 

Creameries and cheese factories crop up rather ir-
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regularly. In the majority of cases, the size of the plant is 
not dt'termined by considerations of optimum economy 
even under the standards of the industry at the time of 
building. Rather the size is adapted to the accidental 
group of farmers who join the co-operative dairy or to 
the equally accidental size of the capital resources of a 
private plant-builder, including such advances as he can 
secure from banks. Moreover, the type of utilization chosen 
often depends on the scantiest knowledge of market con­
ditions. 

Other irrational influences are connected with the fact 
that nowhere more than in the dairy industry does a trans­
fer of empirical knowledge frequently count as a propel­
ling or retarding force. This is well seen in the various 
branches of the cheese-manufacturing industry. Once a 
few men have acquired the knowledge and the experience, 
their success will impel the growth of similar plants in 
the neighborhood. Practical examples and their imitation 
are largely an irrational factor, yet they are one of the 
powerful forces in the extension of agricultural technical 
progress. Another factor in dislocation of plants, as 
mapped at any time, is pricing arrangements and agree­
ments of large-scale organizations, e.g., zone price differ­
entials for milk utilized in different forms, established by 
agreements between farmers' co-operative bargaining as­
sociations and large milk dealers. Such differentials may 
be arranged to permit poorly located condenseries to 
continue in operation when free competition would 
quickly drive them out Losses resulting from improper lo­
cation of one or several such plants are then pooled over 
the entire membership of the co-operative association. As 
soon as such monopoly situations arise, the economic 
forces that make for location of plants are modified. 

All such influences, which are responsible for devia­
tions from the economic norm and for differentiation in 
the efficiency and the costs of conversion, have a most im-
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portant bearing upon the fanner's dairy returns. Suppos­
ing that the same utilization of milk takes place and that 
the same price for the finished product will be obtained, 
then the price paid to the farmer will vary according to 
the operating costs of the individual dairy plant-if we 
ignore the matter of varying net profits to the plant owner. 
If two dairy plants have widely differing costs, the as­
sociated fanners will also receive greatly differing prices 
for their milk. Since usually the capacity of such plants 
is limited and competition imperfect, it takes a long time 
to bring about changes. The construction of new plants 
does not always solve the problem, since in that event the 
amortized older plants begin a price war to get their 
supply. J.f the utilization differs in the various plants, and 
if the prices received for their finished products differ for 
only one out of a large number of possible reasons, the 
difference in the price paid to the farmer must be ~ 
centuated. 

As a matter of fact, one of the striking features of the 
German dairy market W&8 that the whole country had heeD 

split into very small local farm-milk-price districts, al­
though the converted finished products have a largely 
uniform price level Frequently two neighboring farmers 
received widely different prices for milk of identical 
quality, simply because they were under firm contracts to 
two different creameries. In other words, through the de­
duction of operating costs from the market price of the fin.. 
ished product, the dairy farmers have to maintain the 
local dairy plant which happens to be the exclusive outlet 
for their milk production. The destiny of the dairy farm 
rests on the efficiency or inefficiency of the dairy plant. 
Therefore one may consider the dairy plant, no matter 
who owns it, &8 supplementary equipment of the farm. If 
the farm derives its major income from milk, the efficieney 
of the dairy plant to a certain extent determines not only 
the p088ible farm revenues to be derived, but also the 



DAIRY MARKETS BEFORE REGULATION 83 

value of the farm as well. This is one of the reasons why 
agriculture takes a vital interest in the standards of techni­
cal equipment and management and in the organization 
and functioning of the dairy-plant industry at large, and 
sooner or later tries to gain influence over it. 

SEASONAL V AlIIATiONS IN MILK PRODUCTIoN 

H we now assume that the total dairy-plant industry, 
including all the various types of utilization, is already in 
existence and in operation, we have to face one of the prob­
lems of milk production and the management of dairy 
plants. 

Except eggs, milk is the only result of flow-production 
in agriculture; yet it shows strong seasonal variations in 
the volume produced. Several factors are responsible for 
the unequal distribution of the milk yield of a dairy herd. 
Among these the feed supply ranks as most important. 
Since the cheapest feed convertible into milk is pasture 
grass and the next cheapest green juicy fodder which has 
been called "absolute cattle fodder," and since, under 
German climatic conditions, this type of feed is abundant 
only during a short period in spring and early summer, it 
is only logical that milk production should rise at that 
season to its all-year peak. Milk is produced in spring and 
early summer at minimum cost. H the seasonal fluctua­
tion of milk production is to be equalized, the advantages 
gained thereby must at least make up for the increased 
production costs. 

In regions with great fertile pasture resources and a 
relatively long grazing season, the dairy regions par ex­
cellence, dairy farming has been adapted to the period of 
lowest production costs. The farmer organizes the mating 
of cows in such a way that the majority of calves are born 
when the grass-growing season begins. Abundant fodder 
supply (at that time also rich in protein), and the occur­
rence of the lactation period, both operate cumulatively. 
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No wonder that in such districts the milk yield and the 
deliveries of milk to creameries show violent fluctuation •. 
In the extreme case, 81 in Lower Saxony,' the May out­
put of milk is ten times as high 81 that of December. East 
Prussia, certain districts of the Rhineland and Westphalia, 
Schleswig-Holstein, Mecklenburg, Pomerania, Silesia, 
and the Bavarian A1lgiiu also show marked fluctuation •• 
The official dairy-plant statistics for 1935 show that the 
two extremes of the curve of the farmers' milk deliveries 
to dairy plants were 81 follows in some of the typical dairy 
districts, in percentage of the annual average: 
Province East Prussia: November, -28; lnne, +52 
Province Schleswig-Holstein: lannary, -29; lune, +52 
Province lJanover: launary, -25; lune, +40 

The figures for Westphalia and Oldenburg show similar 
fluctuations.' 

With few exceptions, most of the districts of such 
violent fluctuations are distant from the densely populated 
centers of consumption. This is no mere accident; the low 
farm prices for milk or dairy products, which are the re­
sult of high costs,of transportation, do not permit equal­
ized production throughout the seasons. Technically, 
farmers C8ll equalize milk production perfectly, wherever 
or whenever prices for milk are high enough to allow for 
the increased costs of production. A good illustration is 
the milk production within the borders of the city of 
Berlin. Not only do cows there have the highest absolute 
average yield per annum, 81 per cent above the Reich 
average,' but the yield of the total herd of some 20,000 cows 
is almost entirely balanced the year round. 

Summing up, we find at the central consumers' market 
and in its immediate environment a perfect equalization 
and a mUUmUDl of seasonal fluctuation, and in the next 

• cr. P. lIdnrelp>t". _ III _ •• '--' _. :no tnt. 
p.412. ·s __ ,,_ uu. Po 116. 'II>f4.. Po HI. 



DAlRY MARKETS BEFORE REGULATION 85 

zone a fairly balanced seasonal fluctuation; while the 
farther we move from the market, the more we find zones 
which have less and less adjustment of the output, and 
finally none, and therefore violent fluctuations. This is 
illustrated in Chart 14. 

CHAar 14.--8BASONAL FLUCTUATION IN lIIu.Jr. PRODUCTION IN 
TYPICAL ZoNES 

No IeI'5IDNII fluctu.­
lion. Output~'" 
Ized through most 
Intense feed!." " 
... n:hoses of ...... 
mllkinc cows. Cows 
culled when 60wer 
yield is reKhed. No 
calves raised. No 
bulls kept. HiJhest 
yt_1eI per CfNI. 

~t htrly equ.l1- Output equ.llized 

~ ':fi="'~'!t ~I::~~:: 
ulvingOlleftNyeer. or forage In winter 
Purc:haing of hiehty time.. Herd main­
preJNnt t.lters to tained by raiSing its 
replace culled cows. own stock. Surplus 
No alfof'alslng ex-- calYessoid. Medium 
cept • bull for the yield per cow. 
herd. High ~ 
yield pet'caN. 

No.quallzatlon. 
EYIfy female eIIlf 
raised. Surplus heif­
en sold pregnII"It. 
Best bull calves 
Aised .Iso and sold 
when mlture. Low 
aventae yield per -. 

It might be inferred that the conditions discussed would 
force the remote zones to stick more closely to their par­
ticular types of utilization. This would mean that the dis­
tricts with excessive fluctuations would turn all their pro­
duction in spring and summer into butter. cheese. or dry 
milk. However. this inference cannot be accepted without 
modification. Although the large supply of milk in spring 
causes a decline of farm milk prices in the butter and 
cheese territories, and thereby curtails the transportability 
of milk, the cost of production may also decline so much 
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as to more than make up for the decline in price. Hence 
butter zones, and perhaps even cheese zones, will throw 
milk into the fluid-milk market for several weeks or 
months. Moreover, when either the storage capacity of the 
cellars of local cheese factories hall been fllled or the 
credit facilities of cheese and butter plants have been 
exhausted, these plants cannot pay the farmer cash for his 
milk, and this factor may force farmers or dairy plants to 
flood the distant fluid-milk market with their milk ship­
ments. Such attacks upon the fluid-milk markets by dill­
tant dairy regions have occurred time and again in the 
history of the milk supply of large German cities. They 
have often slashed to ruinous levels the farm prices for all 
milk delivered to the city, and all the farmers in the real 
fluid-milk zones have had to pay the bill 

There are other causes for similar invasions. With the 
growth of a city's population, the demand for fluid milk 
grows in proportion. On the one hand, the near-by 
zone intensifies its dairy production. But since this has 
certain limits in the feed supply and costs of production, 
the milk shed expands simultaneously. A growing number 
of farms and creameries participates in the fluid-milk 
supply. Since this expansion is a dynamic process that 
goes on haphazardly, nnder the influence of competitive 
groups of farmers or dairy plants, it always offers those 
who take their chance at the right time certain opportuni­
ties to obtain a share in the market sales. At short inter­
vals, therefore, groups of farmers in the cream or butter 
belt may organize a campaign to gain a share in the fluid­
milk market. This nsually does not last very long. but it 
used to be to the advantage of the dealer and sometimes 
also of the coDllumer, because increased competition in 
supply permitted price reduction. Often the initiative in 
flooding the market with fluid milk from distant sections 
originated with the dealers. In the end, all the farmers 
paid the bill. 
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DISPOSAL OF FLUID MILx 
AR stated above, in discussing the factors affecting the 

localization of types of milk utilization, the distance from 
which fluid milk may be shipped depends on all the fac­
tors involved. Changes in anyone of them may change 
the distance limits. Technical progress in the means of 
transporting milk has also caused attempts to gain a share 
in the market The principle of shipping milk in glass­
lined tank trucks or railway tank cars struck the imagina­
tion of all distant dairy zones, frequently started invasions, 
and caused grave disturbances of the price equilibrium 
with retaliation in near-by zones. These conditions, which 
in Germany were called "milk wars," have been one of the 
most characteristic features of the fluid-milk markets. 
They were also the prime cause of the first large-scale at­
tempt to organize the milk supply of cities (see p. 93). 
Milk wars usually ended when one of the competing par­
ties had exhausted its financial reserves or its energy. As a 
rule the distant intruders lost the war, but all farmers 
belonging to the same milk shed paid the bill; and even 
farmers beyond that area suffered, because the prices at 
the central market set the basis for farm prices of milk 
over large districts. 

In prewar times, only negligible proportions of fluid 
milk were subjected to pasteurization. During the war, 
with the extreme shortage of milk, some cities made pas­
teurization compulsory, as a temporary measure to pre­
vent the waste of milk in summer through souring. But 
after the war, pasteurization was adopted more and more 
as the only means of making milk hygienically safe at a 
reasonable price. For many years, two schools of physi­
cians and experts in public health disputed over the best 
method to render the big cities' milk supply safe. One 
favored the development of a safe raw-milk supply; the 
other claimed that the requirements of this method were 
too expensive, and that the only way to secure the general 
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safety of milk was to make pasteurization compulsory for 
the supply of all sizable cities. As in the United States, 
and finally in most of the other countries that have at­
tained a higher standard of milk-supply hygiene, the latter 
group was victorious, though the struggle goes on. Pas­
teurized-milk supplies for the main cities are still sup­
plemented by an insignificant proportion of certified raw 
milk. But a safe raw milk is much more expensive. For 
the supply of rural communities and small country towns, 
uncontrolled raw milk in bulk still prevails. 

When pasteurization became general, however, an­
other alternative remained open. Should pasteurization 
be done in the city or in the country creamery plants? 
It is evident that the two types of industries were natural 
opponents. Technical and hygienic reasons speak plainly 
in favor of city pasteurization, especially in a country 
where the major part of the fluid milk is today still .old 
in bulk and not in sealed bottles, and wbere cooling and 
refrigeration are in general unsatisfactory. Pasteurization 
should take place as near to the consumer and in as 
short a time before delivery as possible. If pasteurization 
is done in city plants, milk can be shipped from the farm 
direct to the plant, while with country pasteurization the 
dairy plant is the shipper. 

It is easy to see that the country dairy plants have 
strong incentives to participate in fluid-milk deliveries, 
even if only for temporary shipments for the purpose of 
equalizing the seasonal fluctuations of their supplies. Any 
profits derived from pasteurization and shipping fluid milk 
will increase their competitive strength in the cream. but­
ter, or cheese business. Wherever a municipal admin~ 
tration has tried to build a semipuhlicly owned pasteuriz­
ing plant, the independent distributing trade has made 
common ~use with the country dairy plants, because they 
believed that purchases of country-pasteurized milk would 
enable the trade to circumvent the city planL In fact, COD-
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siderable numbers of country dairy plants did pasteurize 
fluid milk for cities. In 1928. for instance, the milk supply 
of the city of Berlin included receipts from 148 country 
dairy plants in 4 provinces, and an average of 35 per cent 
of the total receipts arrived in the form of country-pasteur­
ized milk.' 

The competition between these two localizations of 
pasteurizing has prevented, or at least retarded for many 
years, a sound development of the fluid-milk supply of 
many a German city. With respect to this discussion. the 
struggle of the country dairy plants has been mentioned 
only because the desire for participation in the pasteuriz­
ing business has also led to disturbances in the fluid-milk 
markets. . 

Another important third group was active in the sup­
ply of fluid milk to the consumer. The producers within 
the city limits. or in the first zone beyond the suburbs, 
tried to evade both types of pasteurizing plants by deliver­
ing milk raw, in compliance with very loose police or­
dinances and a still less efficient form of hygienic control. 
Similar conditions existed in many city pasteurizing 
plants. Their modern equipment was utilized only in 
small proportion to its capacity. because a good deal of 
the consumer demand was met by milk-peddling farmers 
or "bootlegging" raw-milk salesmen who often lived by 
cutthroat competition. 

Another source of avoidable losses consisted in the 
usual surplns supply of fluid milk in the city milk plants 
during the summer. The surplus quantities had to be uti­
lized as cottage cheese, cream, or butter. Anyone of these 
conversions meant losses to the dealers. which the dealers 
tried to recoup by lowering the price paid to the farmer. 
Very often this procedure allowed not only for compensa­
tion but even for an increase of their margin, while the 
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consumer gained no advantage. If the farm price could 
not be lowered immediately, even higher prices would be 
cJiarged to the consumer. These multiple formll of supplies 
were possible because the sanitary requirements in gen­
eral were rather lax or, where they were not, the organiza­
tion for their enforcement was lacking. 

Moreover, until very recently, Germany had almost no 
official standards and grades for agricultural commodities, 
and none for milk. The bacteria-count method was not yet 
used officially for classifying milk as to quality. Even 
with respect to the fat content of fluid milk, no satisfactory 
rules had been established. Many cities had health regula­
tions which set a minimum fat content. There the average 
fat content never rose above the permitted minimum, for 
it did not pay to deliver milk of a higher fat tesl There­
fore all methods of increasing the fat content were throt­
tled from the beginning, not to speak of the practice of 
selecting the lowest-test milk for the fluid-milk lIupply. 
For many years the city of Berlin received milk contain­
ing no more than 2.7 per cent average fat content. 

PROBLEMS THAT AWAITED SoLUTION 

Aside from these shortcomings concerning the quality 
of milk for direct consumption, other purely economic 
problems awaited solution. As previously stated, the setup 
of the system of dairy plants in the country followed no 
rational scheme but grew haphazardly, in response to local 
and individual initiative. One of the many consequencn 
was that the lIupply areas of the receiving plants often 
deviated radically from the optimum shape of such areas 
judged by economic standards. Often they overlapped, 
with the result that near-by milk had to be delivered to 
a more distant plant, with costs of transportation higher 
than necessary and returns to the farmer lower. Also 
resulting in high costs of operation were inappropriate 
capacities of plants or deliveries inadequate for the ex-



DAIRY MARKETS BEFORE REGULATION 91 

isting capacity. Many remote districts had to get along 
without any or with almost no plants at all. 

These thoroughly unsatisfactory conditions in the dairy 
markets presented a series of problems. 

1. The fluid-milk markets called for a form of organ­
ization which could guarantee a stable supply adjusted to 
the daily requirements of the consumer, and which could 
yet afford protection against market flooding through de­
liveries from the manufactured-milk area. 

2. This in turn made it necessary to provide for addi­
tional shipments of fluid milk from a wider area in winter. 

3. The restraint of shipments from the buttermaking 
zone, and the consequent protection of a better average 
price in the fluid-milk market, required compensation of 
dairy farmers in farther zones, out of the fluid-milk re­
turns, for staying out of the market. 

4. The dairy-plant industry and the total converting 
industry needed an intensified rationalization for the sake 
of better milk returns to the farmer. 

Since these basic problems were intensified by the 
rapid growth of large cities and the ensuing increase of 
the distance between producer and consumer, manifold 
attempts to solve them were naturally made. Never-ceas­
ing complaints of farmers about the unsatisfactory con­
ditions in the dairy markets, and public complaints of 
consumers about the hectic changes in price and often 
unreliable quality of fluid milk, stimulated attempts at 
reforms. 

In 1902 the dairymen of the milk shed of Berlin, under 
the leadership of a prominent farmer, made a heroic at­
tempt to break down the monopolistic power of the milk 
dealers and to banish cutthroat competition within their 
own ranks by organizing a vast milk cartel. In spite of 
the strongly supporting sympathy of the majority of con­
sumers, they lost their battle after several years, because 
of lack of effective strategy and adequate management of 
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the cartel, because of desertion of its membel'1l later on. 
and finally because of legalistic handicaps. In 1907 the 
doomed cartel liquidated with a stupendous debt.' A re­
mainder of that cartel continued to operate for its mem­
bers as a bargaining agency with milk dealers, but it was 
not much more than a broker and did not again attempt to 
carry out any reform. 

Up to the World War, no other attempts were launched. 
The number of co-operative dairies increased rapidly, 
but in the markets the private initiative of the dealel'1l was 
the only propelling force. During the war the dairy in­
dustry broke down because of the collapse of milk pro­
duction. The government put the city milk lIupplies under 
control, but not for any basic improvements. It limply 
tried to attain an equitable distribution of the scarce 
supplies. 

After the war the picture began to change. Consider­
able progress was made in some western and southern 
cities. Now the driving force was not the farmel'1l but the 
municipal administrations, which tried to build up a lIys­
tem of organized contracting and distribution of milk in 
order to guarantee a permanently safe and pure .upply 
at a reasonable price for all consumers. The dreadful 
collapse of the milk supply during the war was ltill fresh 
in the minds of municipal councils, and made them willing 
to back attempts to reorganize the milk business. Public 
discussion began to consider city milk supplies in the na­
ture of a public utility. But looking back upon the entire 
period between 1919 and 1932, one has to .tate that the 
major progress in reorganization of milk markets was 
the result not of any nation-wide attack on principle; 
rather was it due to the most energetic initiative on the part 
of a few papable organizers, who were experienced dairy­
plant managel'1l and were intelligent enough to envisage 
the elements in a future setup of the organization of • 
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modern dairy industry worthy of the name. That their 
creative initiative could succeed, against great odds, was 
due to the strong backing of their plans by some farsighted 
mayors or influential leaders in the municipal councils. 

Mannheim was the first city to begin to tackle the prob­
lem of organizing on its own initiative the entire system of 
collecting milk from a few thousand of the smallest dairy 
farmers in the Black Forest region, cooling the milk at 
receiving plants, shipping it to Mannheim, and pasteuriz­
ing it in a new city-owned plant. The city finally went 
further and restricted the distribution of milk to a rel­
atively small number of competent dealers. In 1932 the 
system, which was still one of the models of efficient or­
ganization and management, controlled a daily output of 
around 100,000 liters of pasteurized milk a day for the 
250,000 inhabitants. The achievement was the more re­
markable since no less than 10,000 individual farms in 
300 rural communities contributed to the supply.1 

The cities of Nuremberg, Crefeld, and Stuttgart also 
succeeded in setting up similar municipal milk plants 
(Milch-Hole) and in reorganizing entire fluid-milk sheds. 
Nuremberg in 1931 built the most modern and most capa­
cious milk plant on the European continent. The Reich 
government granted large, long-term loans for the purpose 
of financing these plants, and the best architects, engineers, 
and dairy scientists, as well as the most experienced man­
agers of dairy plants, co-operated in drafting the plans. 

The legal form of these large-scale enterprises was usu­
ally that of a mixed-capital corporation, with a varying 
part (up to 51 per cent) of the stock owned by the city 
as the representative of the consumers, a part owned 
by the dairymen, and the rest owned by the dealers. 

These outstanding examples were quite in contrast 
to the obsolete conditions in most of the other regions, 

S!laD.a Moaolff. "Die XllehTel'llorcnna der GrasatAcIte: I. Mannhelm.- SI4tter 
ftIr l<utdwiruchfl/lilch. "ar~lfonchllll/l. luq 1832, Ill. 60. 
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especially all over the East, including the country', great­
est market with a population of four million people, Ber­
lin. In fact, the four cities proved that, with able general 
dairy-industry managen, with the necessary energy of 
municipal leaden, and with the wholehearted co-opera­
tion of the farmen, a satisfactory solution of the milk­
market problem could be obtained even in spite of defec­
tive legislation, while in the majority of other cities the 
obsoleteness of the law was used as a welcome excuse for 
the absence of real progress. But it was quite obvious that 
the dairy industry, with its history of half a century and 
thousands of plants of all sizes, had not produced the nec­
essary number of qualified men to organize on a larger 
scale as private entrepreneun. 

The great importance of these forerunners of the fu­
ture organization of dairy markets lay not only in the 
achievements they gained for their own territory, but per­
haps more in the fact that they gathered all the necessary 
experience and discovered the real shortcomings and in­
tricacies which are to be reckoned with. Moreover, in 
their model organizations, they began to train the men 
for further reforms in other regions. 

With all due recognition of the impressive progreu 
made in those cities, the following general deficiencies 
were characteristic of the situation before the new legis­
lation dating back to 1931~2." 

1. There were no national or state standards relative to 
the quality of mi1k. Most of the cities had very old police 
provisions which were not at all in conformity with each 
other, and which did not apply modem knowledge about 
miIk-supply hygiene, but which were all directed mainly 
against watering mi1k. Those ordinances established very 
low minimum fat content for market milk. Besides this, 
they provided for euessively rigid conditions of produc-

'TIle __ IIIIIk _ ( ___ ~) _ ...- ID laIF ~ Jt 
_ tD _ .. _ ..JF _ ID un. 
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tion for baby milk (Kindermilch). The lack of adequately 
defined conceptions of milk quality kept the doors wide 
open for any kind of unfair competition under the pre­
tense of "average good quality." 

2. No legal right existed by which a city could enforce 
pasteurization of fluid milk. Cities could obtain pasteuri­
zation for the portion of the milk handled through their 
own semipublic mixed-stock corporation plants, but they 
could not insure safe pasteurization for all fluid milk. 

3. With the concept of freedom of trade inherent in 
the constitution, the peddling of milk could not be pro­
hibited. This left the gates open for the flooding of markets 
with seasonal surplus milk from the manufacturing zones. 

4. Any local reform suffered because there was no legal 
way of setting up boundaries for fluid-milk sheds. 

5. The official Chambers of Agriculture tried to reach 
voluntary agreements with the private and co-operative 
dairy plants that they would not invade anew the fluid­
milk market of Berlin. But existing rights could not be 
touched. Other attempts, in principle more promising, 
also failed. An attempt was made to establish large milk 
pools of farmers' co-operative dairy associations. The 
diVersity of financial standing, of technical equipment. 
of membership, and ultimately of profitability made it 
almost impossible to organize such a pool.l 

It is illustrative of the outmoded legal conditions, and 
the necessity for thorough legal reforms for the contem­
porary development of the dairy industry, that the presi­
dent of the largest American dairy corporation visited 
Germany twice, in 1930 and 1931, with the idea of starting a 
city milk-supply corporation with American capital, but 
that he abandoned his plans, explaining that the legal 
status of the dairy industry would not permit an invest­
ment to the eventual advantage of the shareholders. 

a See Wemer BuaIDUUlt .IIeUtoclen. tlu Begu.lfenanlr DOll Jlildlm4rJ:tm (Ber­
lID, 1~). 



CHAPl'ER VI 

DEMAND CHARACTERISTICS AND 
THEm IMPI.JCATIONS 

In any attempt to organize the national market for fate, 
the most important preliminary questions-and perhaps 
the hardest to answer-are: To what extent is the par­
ticular demand for various types of fate, and to what 
extent is the general demand for all fate, "rigid" or "elas­
tic," and what are the major factors affecting the de­
mand?' . 

THE PHYSIOLOGICAL OPl'lMUllil 

How difficult it is to approach and measure the be­
havior of the demand for fate can perhaps be inferred 
from the drastic differences in per capita consumption 
among various nations. Pertinent also are some p8llages 
in a recent publication of the League of Nations. 

The Technical Commission of the League's Health 
Committee states that for an adult male or female. living 
an ordinary everyday life in a temperate climate and not 
engaged in manual labor, an allowance of 2,400 calories 
per day is an adequate food supply. For muscular activity, 
from 75 to 300 calories per hour of work, according to 
ite severity, should be added. Precise data are given for 
the protein intake in relation to body weight The para­
graph on fat requirements, however, simply states: "Fat 
most be a constituent of the normal diet, but the data at 

'OD __ • _ Co Co ZImIDormoD. CoJuut"""" ad ._ '" 
I.,.""" (New Y_ lt3a), pp. _1M, """ blhl_p __ ; IIJr 1_ B. 
Orr, ,,_. BeIIla. ad __ (LaadGa, 1"', 1-_ MmJob7 '" IIa1f1I. 
AdrUor7 Coaaa1Uao ... N_ ,, __ (LaadDa" US711 B. .... _ 
_ "'DIe __ ID __ aDd _- 'I'1RklJUn1ufN _ 
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present available do not suffice to permit a precise state­
ment of the quantity required. The high content of vita­
mins A and/or D in certain fats justifies their use in liberal 
amounts." With this statement from such an authoritative 
body at'hand, it does not seem to be an overstatement if 
we say that the scientific approach toward a "physiologi­
cal optimum," or even toward a minimum requirement of 
nutrition, does not yet offer any rules of thumb or safe 
bases for determining the dietary needs for fat.1 

Nevertheless, while science has not succeeded to our 
satisfaction in answering the question of the fat ratio, 
nations consume fats in characteristic ratios within their 
intake of food and change these ratios relatively little. An 
analysis of the average per capita consumption of food 
shows that nations living under most divergent climates, 
and in entirely different stages of economic development. 
have remarkably similar intakes of calories in spite of 
extremely different habits of nutrition. Rubner's sum­
maries in Table 4 illustrate this." 

Although different nations supply themselves with 
very similar per capita amounts of food energy, their 
diets are composed of very different items. Indeed the 
differences are extreme. Undoubtedly, the choice of na­
tional dietaries and the slow modification of national 
dietary traditions rest primarily on economic factors. 
What seems to be a preference for certain national foods 
is, first of all, adaptation to the availability of food va­
rieties which expresses itself in price. It is amazing how 
much intelligence the human animal has shown in the 
adaptation to his natural environment in developing the 

I Leacue 01 Natlona, rhe ProblOl 0' NIItriUon. Vol. D. Report on the 
PA •• IoIOlfiClll Bue. 01 Natrilfoa •••• (Genna. 193&). p. 15.. See also Committee 
of the Ro~l Socletr. -Fats allCl FaH7 Ada as Foods.· -Ioamal 0' PArlato'''. 
19tt, LII. 328; and Go 1. 1I00ter. -rile lnIluence of • Diet IU&b In Bu.tterr.t on 
Growth. Blood FormaUOD. IUld. Blood DestruetiOD." Joanud 0' C'fnical IApatf ... 
... Ioa. 1 .... V, &21-' 

• See allo JlQmond Peart, Stadt. In BIURCUl BIolOflfl (Baltimore. 18J4). 
cbap,. xh': "NaUODal Food CoDaumpUoa.-
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production of a number of food varieties that fit Ipe­
cific climatic and soil conditions, and then in developing 
rules for the composition of his diel From the poles to 
the equator, from the peaks of the world to valleys below 
sea level, from deserts to swamps, man supplies himself 
with sufficient energy from extremely different billll-Of­
fare. U we dig a bit deeper into the origin of such habits, 
we shall also find that they lead back into the dim ages 
of prehistoric man.' 

TABLB 4~AVBIIAQ& DAILY FOOD INTAKE Po C&PJTA Ilf VABIOVI 
CoUN'nIIIIS' 

Total -OoamtlJ' -- ~at Oarbobydn .. ....... 
Japan" .......................... 2.553 29 485 81 
Italy ........................... 2.612 68 466 88 
Czarist Russia ................. 2.666 CI 473 79 
Germaoy ....................... 2.770 60 428 Il1 
Prewar Austria ................ 2.825 57 478 81 
France ........................... 2.973 67 485 88 
Eng1aDd ........................ 2.997 105 4m 90 

Average ........................ 2.771 60 460 86 

• Prom II. Balmer, Datt_dtlaml. l"DI~ (BerfID, lt1O), p..11. 
-P ... tb1a __ the _ r« 1_ ...... _ ~ to.n-

I. the lower .... erqe IMId7 wc.lcht 01 tile IA,, __ people. 

The poorer a nation may be-that is to .ay, the lesI 
it has developed its food resources in agriculture, horti­
culture, hunting, fishing, or the leu it produces to ex­
change for imported food-the more it is forced to chooee 
inexpensive types of food as a source of proteins, carbo­
hydrates, and fats. 

While one gram of carbohydrates yields four calories, 
one gram of fat yields nine calories. Fats are the most 

'lleethe-...... 01 __ oIt11o _.."v. __ • ...-.-.. DIet,,- BIUpO". _____ -'I~_ 



DEMAND CHARACTERISTICS 99 

concentrated type of supplementary energy-yielding 
foods, and each calorie in fat is usually more expensive 
than a calorie in the carbohydrate foods but less expen­
sive than the mainly protein-carrying provisions. 

Table 5, summarizing recent German conditions, dem­
onstrates that there is a wide range of prices for the 
food calorie, not only for the calorie contained in one 
of the three major groups of carbohydrate-carriers, fat­
carriers, and protein-carriers but also for' the calorie 
within each of these groups. In 1928 the German con-

TABLE 5~NuMBER OP CALoRIES OP SPECIFIED FOODS PURCHASABLE 
POR ONB GERMAN M.uu<, 1928, 1932, 1936· 

Pa .. Other looda 

Potatoes ............. .. 
Oatftakes •••••••••••••• 
Bread ................. . 
Barley ................ .. 
RIce ................... . 

Margarine" .............................. . 
Wblte beaDs ........... . 
Sugar ................. . 

Lard ..................................... . 
Peas ................... . 

Bacon ................................... . 
Milk ...................................... . 
Butter ................................... . 

Salted herrlnc ........ . 
(Pork)' ......... Pork .................. . 

Carrote ................ . 
Codftsh ................ . 
Wblte cabbage ........ . 
Eggs .................... . 
Beef ................... . 
Beer ................... . 

,.... 
6.100 
6.800 
6.000 
5.800 
4.900 
5.500 
4.400 
6.600 
~.8OO 
3.300 
1.600 
1.100 
1.900 
1.600 
1.500 

700 
600 
500 
600 
500 
700 

-
9.200 
6.900 
6.600 
6.400 
6.600 

15.¥!O 
6.600 
5.600 
5.800 
5.900 
~.100 
1.500 
'.800 
1.900 
2.100 
1.500 

800 
1.100 

900 
600 
600 

, ... 
8.200 
7.100 
7.000 
6.600 
6.700 
6.100 
5.600 
6.300 
MOO 
4.000 
3.800 
1.600 
I.SOO 
2.200 
1.600 
1.400 

600 
800 
700 
700 
600 

• Data trom. WocA:eIlbertc.llt flu 'until,. ItJr KOR}wtJctrutonclilUlII. May 5. 
1137. x,", ltema are IlI'I'aDpd lD order of caloriea obta1Dable per marJr..lD. 1836. 

"1bIl'd1nde. • _ .. Ualled _ "' .. loa well oa __ fooda) _ .... of I .. b1&h 
fat GOIlteat. 
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sumer could buy for one mark 1,900 or 5,500 calories of 
fat according to his choice of butter in the first case or 
third-grade margarine in the second. 

But Table 5 also shows that there is a still wider range 
of fluctuation of prices for the calorie in the lame food 
in the course of a few years. The data are arranged in 
the order of diminishing amounts of calories to be bought 
in different foods in 1936. This arrangementthrowl 
the items for 1928 and 1932 out of order. In 1932 even 
the order within the groups was completely upset be­
cause margarine offered more calories per mark than 
any other food. This fat was a cheaper source of calories 
than even the cheapest carbohydrate. This, however, re­
sulted from an exceptional situation created by a dis­
parity of tarift' protection and other more profound cau_ 
in the field of production. In general it may be assumed 
that carbohydrates are the cheapest source, fats come 
next with lOme overlapping. and proteins are most ex­
pensive. This holds true for the majority of countries 
with agricultural production of foods and indicates the 
relative costs of production. However, we know of condi­
tions which upset such general rules entirely, as the nutri­
tion of the Eskimos proves. Their food is obtained through 
fishing and hunting and is composed almost exclusively of 
proteins and fats. 

In fact, the economics of food production, and hab­
its of nutrition which are adjusted to them but also in 
turn influence production, keep the price relationships 
between the major groups of food fairly in balance. Rad­
ical changes in these relationships cause 80 much disturb­
ance in the economica of production and consumption that 
attempts are made to arrive at a new equilibrium. This 
study deals with such an attempt. 

The more fat a man consumes, the leaa volume of food 
he needs to eat; and since most fats require no chewing. 
his eating efforts are diminished as the amount of fats 
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consumed increases. It must not be forgotten. however. 
that the human body can substitute carbohydrates for 
fats. for like all animals man has the ability to convert 
carbohydrates into fats. Yet a certain minimum amount 
of fat is needed for the proper functioning of the intes­
tinal glands and the process of digestion in general. ''Fat 
enters to a considerable extent into the structure of the 
body. Adipose tissue, in addition to serving as a depot 
for reserve stores of energy. performs other functions. 
Among these are the insulation of the body against rapid 
loss of heat, which is accomplished by the subcutaneous 
adipose tissue, and certain mechanical functions such 
as supporting the eyeball in the orbit. Nutritional fat 
(or closely related compounds such as sterols and leci­
thins) enters into the composition of each cell of the 
body."i Probably fats are also necessary for certain as 
yet ill-understood processes of metabolism. 

The question of the physiological "optimum" of fat 
consumption within the diet is. as already mentioned. 
still a mystery. Even the question of the minimum can­
not be answered adequately. although there are certain 
indications of the point where deficiency of fat in a diet 
begins to affect the human body. The equally interesting 
question concerning the upper limits is still much more 
obscure. And practically nothing is known about specific 
reactions of the human body as to different types of fats .. 
Experimenters face the task of getting useful data on phys­
iological capacities of living bodies, which are extremely 
flexible. The body subjected to the experiment adjusts 
to the new experimental conditions. thereby shifting the 
base continuously. Moreover, only experiments over a 

J. Wblte House Conference on Child Health and ProlecUon. Growth and De­
De'opmlUtt 01 the ChUd: Part Ill. NUtrUtOll (New York. 1932). pp. 105-18. 

tit wal auumed. that the aprea.d of zerophtbalmla amona the Danish popa. 
"UOD dartnc the war was • oonaequence 01 chanps In tat consumpUOD; but 
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long period, with large groups of people of average age 
composition and average physical constitution, can yield 
significant results. Previous habits of nutrition-perhaps 
even those of previous generation&-as well as climatic 
conditions and the composition of the food according to 
different types of carbohydrate- and protein-carriera, will 
probably affect the observations. The only safe assump­
tion is, therefore, that people have an unknown ability to 
change their intake of fats but that a whole nation changes 
its food intake only very slowly and within narrow limits. 

Table 6 indicates the composition of the German na­
tional diet during the period 1926-30. Roughly a third of 
all calories was derived from animal food and two-thirds 
from vegetable food. The budget of calories from vege­
table food contained 11 per cent contributed by fats, 9 
per cent by proteins, and 80 per cent by carbohydrates. 
Among the calories derived from animal foods, tbe bulk 
or 73 per cent was contributed by fats, 18 per cent by 
proteins, and only 9 per cent by carbohydrates. The calo­
rie ratio of protein to fats to carbohydrates in the German 
food budget was in 1926-30 about 1:2.6:4.7. Approxi­
mately 30 per cent of all food calories were derived from 
fats. 

Historically, we find that as the income of a people 
rises, its average per capita consumption of fats increases. 
The German consumption of all edible fats, except milk, 
rose from 13.3 kilograms of pure fat per capita in 1913 
to 17.4 in 1931.' IT we consider only the per capita con­
sumption of butter, margarine, and lard, the increase is 
still more noticeable. The consumption of these three 
fats rose from 11.3 kilograms in 1913 to 15.5 in 1929. 
The consumption of butter rose from 6.78 kilograms in 
1913 to 7.50 in 1929; that of margarine rose very strik­
ingly from 2.98 to 7.81; while that of lard fell slightly 

I Bnlot Stona,. D#I .... ___ .. SI1dHf"'" 1_ .... _______ 14) ... 1&. 
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TABUI 6~A'VBIIAGB ANNUAL PEa CAPITA CoNSUKPTION OF VARIOUS 
FOODS IN GtIaMANY, 1926-30· 

Meat ••••.•••••••••••• 41 73,466 
Edible entrails •••••• 7,860 
Animal fate ......... B8,561 
Milk.. ............... 101,536 
Butter ............... 54.511 
Cheese ............... 13,947 
Eggs ................. 9,679 
Fish ................. 6.743 
Whale on ............ 10,860 

Grain ............... 350,558 
Potatoes ............ 147,730 
Snga,r ............... 89.216 
Legumes ............. 8.889 
Vegetable oils ....... 62,977 
Vegetables ........... 31.667 
Froite ............... 38,994 

Alcoholic drinks ••••• 54.033 
Cocoa ............. ,.. 3,172 

~4--+--~--+-~~-+----
1,154,219 

367,043 
787,236 

• Helmut BfsJ& -Del' Verbftuch YOIl Milhr'uDCsmltteI.D. JD. DeutschIaDd 'YGr 
1IIId DaCb dem. ErIe&.· Deabelle ACP'fI,rpOlfttk (Ver6tI'eDtlk:hUDlllm del' Frledrlch 
LIat-GeodJ __ 11lS2), Buul &, Tell I, pp. 1_ Do .. lor hoDq. a 
ftJ7......n _to "-.......... udaded. Cel'taID dJ __ 1Il __ 

ue left .. ID tbe 0I"ICbaI IIOUftIe. hut It mould be DOted. that whlle a.ur- for 
alcobol .p..-r ID the -ra .. eolUDU:a. tbeae an Included lD the ftJ't1c:al ...... 
_lDllletDlol ........... _. 

from 3.46 to 3.28 kilograms per capita. In 1934-35, the 
German diet still contained 30 per cent of all calories in 
the form of fats.1 

'Ct. __ ~ ...... _ dee deabcbeD SpebeI _ 
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The latest data from England1 show that the average 
daily per capita intake of food of the English nation in 
1934-35 contained 34 per cent of all calories in the fonn 
of fat, or 1,116 calories of fat out of a total of 3,246. In 
1909-13 the English people consumed" 99 grams of fat 
per day per capita. In 1934-35 this intake had risen to 
124 grams. In spite of this remarkable change, the total 
place of fats within the calorie budget remains within 
narrow boundaries. Moreover, the diets of the two coun­
tries with all their great differences in detail show a close 
similarity in the proportion of fat calories compared with 
the total intake of calories. 

INCOME AND FOOD CONSUMFl10N 

If first we assume that the index of all prices-the pur­
chasing power of the currency-and the index of food 
prices remain the same, the increased consumption of 
better food can only have been the result of improved 
income of the masses. How much the income actually 
rose can be demonstrated by the fact that between 1888 
and 1913 the average yearly net wages per Gennan coal 
miner rose from 863 marks to 1,753 in the Ruhr vallcy, 
and from 516 to 1,053 marks in Upper Silesia,' while the 
period from 1925 to 1929 brought a further increase from 
1,804 to 2,339 marks, on the average, for all bituminous 
coal miners in Gennany. During the period from 1888 to 
1913, the index of agricultural prices rose from 73 to 
100, or by only Zl per cent, while from 1925 to 1929 it 
moved from 122 to 126.' But increased real wages are 
reflected only to a certain extent in food purchases. While 

"VOD del' IJee:kerI. ""DIe EI'DIII.rPJ:,.: ...... ,- .. 111 • 
• ,"",., F 187 • 
• StanD. Da lVett:beaJu6 ........ p.. 2t; aa4 SItIlIItIMAu JIIlufnIdI, t.u, 

p. 2115. 
'SfIIIUtUdu,,_ t_. p. _. _ ibid., t •• p. 2M. 
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the absolute amount of money spent for food may in­
crease, the distribution of· income among shelter, cloth­
ing, industrial goods, services, and pleasure also tends 
to change, usually with a decrease in the proportion for 
food. 

Household budgets for 188 Belgian laborers' families 
in 1891 and 809 laborers' families in 1929 show that the 
combined consumption of bacon, lard, margarine, and 
butter rose from 2.004 kilograms per month per adult 
male worker in 1891 to 3.014 in 1929, while the per capita 
consumption of bread per adult laborer fell during the 
same period from 21.290 to 16.729 kilograms, and that of 
potatoes from 19.337 to 18.724 kilograms.' 

In a later stage of the industrial revolution, with in­
creasing per capita income for the masses, the rapid 
growth of the population began to slow down. This 
brought about the transition to a stage of moderate growth 
of population and a declining percentage of adolescents 
or an increasing proportion of consuming adults. In 
1910 Germany (postwar territory only) had per 1,000 
people 339 persons under 15 years of age, but in 1925 only 
258. During the same period, the number of men between 
15 and 65-the income-earning age-increased from 17.4 
million to 20.5 million." 

The change in the composition of the popUlation with 
respect to different age groups has improved the per cap­
ita income and made possible an increase in expenditures 
for food. When an increasing percentage of women enter 
a business occupation, this trend is further accentuated. 
Increasing real income leads to increasing expenditures 
for food per adult, while at the same time the proportion 
of the total budget spent for food decreases. This has 

I 110 Gottschalk. ""lb. Purchaallll Power aad the eonaum.pUon of Bellian 
Worken at DlfI'erent Pertoda." 'ntemationGl Lctbour ReD(ew, IUDe 1832, XXV. 
787-1105 • 

• Naum l.aIlY. Beu"kel'1lRfPIIJGIlCJ IIlttl Landwfrtadtafl (Scbrlftenrelhe de. 
batltull mr laD.dwlrUcbaltllche IIarIltfonch1lD& 1831. Ben JI). p.. 17. 
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been called "Engel's Law,"' after the statistician, Ernst 
Engel, who as early as 1857 pointed out that with a de­
creasing income the proportion to be expended for food 
must increase. 

This is illustrated in Chart 15, based on the family 
household budget studies of the German Bureau of Sta-

CHART 15~VAlUATlONS IN FOOD EXPENDITURES AS PBBCBNTAOU O. 
TOTAL EXPENDITURES IN DII'PIIIIIINT INCOMB GRoUPI III" 

GI!IIMANT, 1927-28' 
(Solid portto ... npTUUlI ".,...n_ "'", ''''' lood) loon...-.....-_....-

• Dota frum _ "'1rUdMzI"1auuI .. Po 271. Tbe _ or __ __ 
..... tile toIaJ food ... "..,.wan. of tile __ _ 

tistics for 1927-28. The laborer's family with more than 
1,500 marks income per adult, while it spent a .maller 
-_ BqoI."'DIe __ 11114 ~ertIlI_" Baa¥­

retchs s.m.a.- Zdt.du1ft flu 8ttdflfUeAeII Amln de. ""II,.'1eb ~ 
JlIa&ID'fIDIg du bu&ent, Noy~ 22., US7, pp.. 27-21; Jr.ngt EDpI. ..,.. ~ 
kodea helglaebe:r Arhdter-FamilJeD. frOber aDd jetz:I.- .lIlhftn ". 1""""'" __ uS""""," _ _ IX, 1-UL ... ai_tile ___ fa 
Co Co ~ c:-.or-____ ., LIIffn#. pp. D-U4, _ 
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proportion of its income for food, spent almost twice as 
much per adult for food as a family with less than 800 
marks income per unit. The added expenditure for food 
represented only 30 per cent of the additional income. 
The budgets of the white-collar class and civil servants 
show corresponding increases in food expenditures be­
tween the groups with lowest and highest incomes, but 
still further reduced percentages compared with the addi­
tional income. 

Another important factor affecting the food expendi­
tures of the income-earner is the size of the family. It 
is obvious that the number of persons to be fed, clothed, 
and housed out of one income has marked bearing upon 
its distribution among various items of expenditure. This 
is illustrated in Table 7, based on official data gathered in 

TABLB 7~FooD ExPBNDITUlUIS OF GERMAN LABoRJ!ll FAKILIBS IN 
ANNUAL INCOMB Gaoup OF 3,000-3,600 MARKS, 1927-28* 

Numberot Pv famllJ' Per adult equlYIIlen&--- M .... Pe:teeDk .. M .... 
_ .... 

0 •••...•••••••••. 1.050 31.7 5Sl 31.6 
1 ................ 1.244 37.8 508 35.5 
2 ................ 1.326 40.6 434 36.7 
8 ................ 1.453 44.S 392 39.7 

H ................ 1.561 47.4 354 41.0 

Average .......... 1.320 40.2 451 36.S 

°l'riedrteb Burad6rf .... ·1IeY6~twIdII...,.. Wlrbebans __ 
IomdwbUchatUtch .. Abat..- De • ..- AfII'III'polilLl: (BorlID. ltD), IlaDd &. 
'hU I. p. U. 

• Tbe "",,,""ed Iluml>er of adult.. __ tIuI _dfta. 

1927-28. The more children a family has to rear, the 
more it has, ceteri, paribu" to reduce the expenditure per 

on the tole of food. the laws of food. aDd lood beha'rlor under minimum condJ­
tiona; aDd L G. D. Allen aDd. .. 1- BowlQ' • .f\unUg ~peAdUan: ... Stad. 01 ,,. 
"_(~1_1. 
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adult equivalent for expensive types of food, and to in­
crease those for cheaper substitutes. 

Again, according to the official household records of 
German laboring families in 1927-28, the families with 
4 to 6 children had, as compared with childless families, 
larger expenditures per adult equivalent for three kinds 
of food: margarine, 72 per cent more; rye bread, 38 per 
cent more; and potatoes, 26 per cent more. This compen­
sated for smaller expenditures per adult equivalent for 
butter, eggs, meat, meat products, fish, fruits, vegetables, 
wheat bread, and pastry. If the expenditures of the child­
less family per adult equivalent are taken as 100 for each 
commodity, the multi-ehildren families spent 25 for but­
ter, 39 f()r eggs, 47 for meat, 46 for vegetables, 36 for 
fruits, and 42 for chocolate, but 172 for margarine, 138 
for rye bread, and 126 for potatoes.' In other words, in 
the childless family the adult consumed four times as 
much butter, but only three-fifths as much margarine, as 
the adult in the same income bracket but with a family 
of 4 to 6 children. 

PJuCE RAno BETWEEN FATS AND OTHER NUTRIENTS 

Besides the income, the real income, and the size of 
the family, another important factor affecting chaoges 
in the demand for individual types of food is their price 
in relation to that of other types. If radical dislocations 
take place in the price structure, the consumer will adapt 
himself to such conditions and take advantage of those 
commodities which become relatively less expensive. 
This holds true at least for the majority of the popula­
tion, although the higher-income gronps will show less 
sensitive responses to changes in price relations because 
they can afford to dispense with such thriftinell in food 
purchases. Even if we assume that only part of the house-
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wives are sufficiently alert and intelligent to make the 
adjustment, it is nevertheless true that, with a certain time 
lag. the population will obey the order of prices. 

As Table 8 indicates, between prewar and pre-depres-

TABLE 8.-NuMBBII OF CALoRlBS OF SPBA:IFIBD FATS PUlICHASABLE POB 
ONS GBBMAN MARK, 1913-14, 1928, 1932, 1936 

0010_ Oalorlel Oon8nmPtiOll 
Oommodl~ .... ",- .......... 

19l1I- centage of pereentan , .. - ..... ,- .- 19la-l~ otUll»-lP 

Butter ....•. 2.880 1.790 1.900 2.800 2.500 62 113 
Margarine •• 3.900 4.900 5.500" 15.400" 6.100" 126 297 
Lard ........ 5.590 5.150 4.200 5.800 4.500 92 104 
Fat pork .... 2.120 1.610 1.500 2.100 1.800 76 105 
Milk ........ 2.860 2.000 2.100 2.500 2.800 70 106 

• ElsI& 01'. eir .• p. tco. We han bere mwUpUed ~. ftguna b7 10 for 
proper comparlaoa with the othen.. 

• WocA.,.l>uIcl\. " .. _al. fllr Jr:OII/anJmu1onduul<l. IIa7 5, t8S7, X. H. 
• CheapeIt .... de. 

sion years, the German consumer responded to the con­
siderable increase of his margarine purchasing power by 
more than doubling his consumption of margarine. But 
in spite of a great loss in the purchasing power of the 
mark for butter, he increased his butter consumption 
also. These few data suffice to show that other influences 
helped in shaping the choice of food and affected the 
elasticity of the demand. 

Such influences originate in the general shift in type 
of work. With the rapid progress of industrial electri­
fication and rationalization since the war, the severest 
forms of physical labor have been elintinated and trans­
ferred to power tools at a breath-taking pace. Man has 
accordingly adjusted his dietary habits, probably without 
becoming aware of the change. At the same time, rapid 
increases in the white-collar class and the groups of highly 
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skilled laborers have caused social adaptations. The pas­
sage of a family from ODe social group into a higher one 
leads it to adopt the standards of eating and drinking 
typical of that group. This is nowhere more true than in 
Germany, which has a distinct and intricate Bocial hier­
archy. To eat butter instead of margarine is still the 
symbol of a social gradation. 

Changes in the energy requirements of the human 
body resulting from declining amounts of hard muscular 
work, and increased purchasing power, tend in general 
to stimulate the substitution of more refined foods, with 
less bulk and higher concentration. for cruder types of 
food. Among the various energy-carrying foods, this 
means Ilubstitution of sugar and fats for starchy carbo­
hydrates. This is illustrated by Table 9, which .howl 

TABLa 9~AVBIIAGB DAILY PEII CAPIT& ColfSUKPTIOIf lIP PIIOTIIIIf. 
F&T. CAmIoHYDBATB, &ND ALcoHOL Ilf GIIIIJoIAIfY. PJIEW.u &ND 

POSTW.u* 

CaIorIIo - P_oftotal 
Bu_ .•. _ .. ...... ........ _II ...... 

ProteID: Total ••••••••• 1f18 865 -1.9 11.1 11.8 
Vegetable origID ••••• 212 188 -U.8 6.6 8.0 
Animal origID •••••••• 164 177 + 7.9 6.1 5.11 

I!'at: Total •••••••••••••• 8!6 HI +11.1 15.8 60.' 
Vegetable origID ••••• 123 22S +81.3 3.8 7.1 
.AnImal origID •••••••• 7m 738 + 6.0 22.0 23.5 

Carbobydrate: Total ••• 1.870 1.71' -8.1 68.1 6U 
Vegetable origID ••••• 1.184 1.626 -8.ft 55.6 51.8 
.AnImal orIgID •••••••• 86 93 + 8.1 2.7 3.0 

Aleobol ••••••••••••••••• m III "'.1 U .. , 
Gnmd total •••••••••• 8.~ 3.186 -2.2 100.0 100.0 

• EUJ& 0, .. elL. p.. tIL 

the major changes in the diet of the German nation over 
a span of nearly twenty yean. 

The outstanding feature of those changes is the ~ 
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duction of carbohydrates and their replacement by in­
creased amounts of fats. Second, the substitution of pro­
teins of animal origin for vegetable proteins is impor­
tant. Both five-year periods used as the base of comparison 
in the table were periods of prosperity, and may there­
fore he taken as fair samples. 

Considering the behavior of the demand for fats in 
general, we have found thus far that important factors 
are, first. the disposable income; second, the income 
available per member of the family; and, third, the pur­
chasing power for fats relative to that for other groups 
of food. From the material presented, it may be con­
cluded that the demand for fats in general is elastic, 
within certain limits, and that an increase in consump­
tion of fats is offset by a decrease in consumption of 
carbohydrates. It may also be inferred that a basic phys­
iological or psychological propensity to consume more 
fat existed, and that an increasing supply and correspond­
ingly favorable price relations permitted this to find its 
expression in actual consumption. 

However, a certain caution is necessary. It would be 
going too far to assume that this elasticity of the demand 
represents a universal law, operative everywhere at any 
time. It is safe to say only that the elasticity of the de­
mand existed in the historical situation with given food 
habits, with the given habitual disbursement of income, 
at the particular level of nutrition then prevailing in 
Germany. with specific relations between the prices of fats, 
other foods, and all other commodities. Whether a re­
lapse to former price relations would alone suffice to re­
verse the adjustment remains an open question. Whether 
a further gain in purchasing power over fats would have 
the similar result of stepping up consumption. and where 
the curve of increments of demand in response to rela­
tive price decline would culminate, remain equally un­
certain. 
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If nearly every individual in a nation had lIufficient 
income to select his diet without regard to price, or if 
food were available free of charge, and if there were no 
scarcity on the supply side, it lIeemll probable that each 
would adjust his consumption within a relatively short 
period to something like that of the upper tenth of the 
present population classified according to income. What 
are now the more costly and refined types of food would 
supplant the cruder and less expensive ones. Under con­
ditions as they are, however, consumption is influenced 
both by the scarcity of purchasing power of the majority 
of consumers and by the scarcity of the preferred types 
of food. 

'CoNDmoNS IN PARTICULAR FOOD MARKETS 

Beyond the relatively meager results of the previoul 
analyses of the demand, we must inquire into the condi­
tions prevailing in the markets for individual food com­
modities if we wish to learn more about the peculiarities 
of demand. 

Let us begin with fluid milk. There is a widespread 
conviction in the United States that the per capita con­
sumption can be increased with improved hygienic 
safety, better service, established confidence in milk, 
and the spreading recognition of the nutritive value of 
milk. Here it is doubtless true that the immense progress 
made in the United States since the war in urban milk 
supply, the prohibition period, and changed attitudes 
toward nutrition have considerably increased the con­
lIumption of fluid milk and definitely placed it among 
the essential foods and drinks for adults. However, it is 
rather doubtful whether the experience of the United 
States reflects a universal rule. 

TabIe 10 is illuminating in this connection. In 1913 
the per capita fluid-milk intake was 118 liters. During the 
two prosperous years of 1926 and 1927 it barely reached 
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this level, and then fell to a low of 100 liters at the depth 
of the depression in 1933. To include goat's milk is ques­
tionable, because of the unreliability of data on goat-milk 

TABLB 10~PBa CAPITA CoNSUMPTION OF hum MILK IN GmuI.urY, 
AND BBRLIN PRICE OF MILK, 1913 AND ANNUALLY 1924-<14· 

(Litera: mara per 'Uer) 

Year 00wmlD: eoatmDlr: 'l'otal --_ ..... -- J)II'da,. of looee tow mIIII:: 

1913. ........... 118 .24 

1924 ............ 111 29 .38 
1925 ............ 116 24 .38 .31 
1926 ............ 118 22 .38 .29 
1927 ............ 117 20 .38 .30 
1928 ............ 116 19 .37 .30 
1929 ............ 116 17 .36 .30 
1930 ............ 111 15 .35 .28 
1931 ............ 103 15 .32 .29 
1932 ............ 102 15 .32 .25 
1983 ............ 100 15 .32 .24 
1934 ............ 102 15 .32 .24 

• Calculated trom. data ID. 'YOD. del" Deekea. Dfti'.u/dCllld. VerNJ"lrll.Q' ••••• 
pp. 21. 85. and. Stalutbdt .. Jallrflllda. 1928. 1U8; taJdDI popul_Uon and oem­
aumptloa data tor the ara lDcluded in the I\elcb. at the ~IU datea. 

production. The basis for the statistics of cow-milk 
production is still unsatisfactory, but has slowly been 
improved especially in recent years. Yet even the best 
statistics leave a considerable leeway, because fluid milk 
is replaced in varying degrees by evaporated whole milk 
and fluid and evaporated skim milk. No sufficient statis­
tics on the per capita consumption of these substitutes 
for fluid milk are available. Even if the data cited are not 
taken at face value, there is at least no indication of an 
increase in the per capita consumption of fluid milk. 

With respect to the price of fluid milk and the pur­
chasing power, Table 10 shows that the price of loose 
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fluid milk bought at Berlin stores (a price which may 
be taken as representative of the average price in the 
Reich) fell by 20 per cent from 1929 to 1933, while the 
per capita consumption of milk fell only by 11 per cent. 
During the same period the index of the costs of food 
(1913 average = 100) fell from 156 in 1929 to 113 in 
1933. or by Zl per cent. This indicates that milk retail 
prices did not fall as much as food prices in general. 

An investigation by the Association of German Cities 
(Deutscher Stiidtetag). published in 1928. showed that 
the average figure for the consumption of fluid milk for 
the entire urban population of the Reich obscured wide 
variations in the per capita consumption of various cities. 
In 1913 the daily average per capita consumption of 79 
cities varied between .09 and .58 liters, with Heidelberg 
ranking highest. In 1926. a year of prosperity as far a. 
employment and income were concerned, 91 cities again 
showed a low of .09 liters average daily consumption, 
but the high was only .43 as compared with .58 in 1913. 
The order of per capita consumption changed consider­
ably without revealing any principle behind the changea. 
The weighted average for the 79 cities in 1913 and the 
91 cities in 1926 was .28 liters per day in 1913 and .26 
in 1926,1 

No comparable data are available for representative 
rural communities, but it seems safe to assume that the 
variation would be still more marked in these. The farm 
population consumes milk or refrains from consuming it 
partly because of a surplus or deficit supply situation. 
Excessive consumption or abstinence is often the result 
of urgent necessity. 

According to reports of the Berlin milk dealen' ass0-

ciation, the depression brought a decline in fluid-milk 
consumption in the metropolis of approximately 30 per 

• EmIl 80_ Dk IIUdJ_ tI ... tlealRba .tUk IZar IIdariR­
-- _ --__ BdlI,IIaIIa, _I. pp._ 
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cent between 1929 and 1932. The household budgets of 
the Statistisches Reichsamt had shown that in 1927-28 
the annual consumption of fluid milk per adult varied. 
in households of 18 different income groups with from 
800 marks per adult to 2,600 marks income and up. 
from 110 liters to 165 in the laborer group. from 130 to 
160 in the white-collar group. and from 140 to 180 in 
the civil-servant group. according to their income. At 
the same time, the number of children had very little 
influence upon the per capita consumption per adult­
equivalent within the same income group of laborers.1 

Thus in spite of many improvements in the quality 
of the milk supply. and in spite of a strong national drive 
for an increased consumption of fluid milk, the German 
development has differed from that in the United States. 
To explain this fact it is necessary to consider economic 
factors and certain habits and traditions which have 
specific importance in Germany. There is hardly another 
country in which national habits of drinking are so stub­
bornly maintained as in Germany. Even today milk is 
regarded as essentially a food for babies and young chil­
dren. Adults stick to coffee, beer. cider. wine, liquor. or 
mineral waters. with preferences for one or another de­
termined largely by regional customs. It is true that 
the continuous propaganda and the more frequent offer­
ing of bottled milk at railroad stations and in other public 
places, and here and there in restaurants. has made some 
slight inroads into the market for other drinks. espe­
cially among the youth. But in general. milk is still re­
jected by the majority of male adults. and even by women. 
as a substitute for those traditional drinks which are so 
closely interwoven in the folklore of the various regions. 

The figures in Table 11 do not include alcoholic cider. 
which in Wiirttemberg and in parts of the Rhine valley 
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is the popular and less expensive substitute fol' beeI', and 
is consumed thel'e in largel' amounts than beel' is in 
Bavaria. Even without this bevel'age, the data illustl'ate 
that the consumption of alcoholic bevel'ages is a function 

TABLB ll~PBR CAPITA CoNSUMPTION OP BBBR, SPIRITI, AND WINS 
IN GBIU£U(Y, 1913 AND ANNUALLY 1926-36* 

(Lit .... ) 

Yea. - 8p1rtto w .... Toto .. 

1913 ............ 98.1 2.8 3.4 IOU 
1926 ............ 75.6 1.0 2.7 19.3 
1927 ............ 77.7 1.3 3.8 82.8 
1928 ............ 85.9 1.3 4.6 91.8 
1929 ...... ; ..... 88.6 1.4 4.6 94.6 
1930 ............ 79.4 .8 5.0 85.2 
1931. ........... 60.4 .7 5.2 86.3 
1932 ............ 51.4 .6 4.0 66.0 
1933 ............ 50.7 .8 3.6 116.1 
1934 ............ 66.0 .9 4.8 61.7 
1935 ............ 66.0 1.0 6.2 86.2 
1936 ............ 58.7 1.0 6.7 86.4 

• nata from, or eomputed tram, SlIU,.".t:hu Jdr"aeh, tn" pp.. 7. IM-Il, 
ancIlbld .. 1937. p. 363. 

• Por Waatrath'e p1U'POteIi the totaI8 are 1UIdu1, wlOa the wandai' that II .. 
IIOIIIeWhat IIIbleacUoa to add the CIO'IIIpOIJeDU •• if the tbne hn'..... were 
hom_ The __ redacttOJl III per _to ...........- at opIriu ancI 
the ......... III ........... plloa at _..u r", _ opedaJ ............. _ 

of the income of the people. At the peak of the business 
cycle in 1929 the total consumption came very close to 
the prewar level Since then consumption has not recov­
ered. And yet the German adult population still adheres 
to its traditional preferences in drinks and remains ada­
mant in its refusal to substitute milk for beer, cider,liquor, 
or wine. This is in spite of the fact that the price rela­
tionship bas made milk more accessible to the masses, 
especially since it is free of beverage taxes while rad­
ically increased excise taxes fall on all varieties of other 
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drinks. It is true that according to Table 11, the per 
capita consumption of beer, spirits, and wine has de­
creased from the 1913 level of 104.3 liters to 94.6 in 1929, 
and did not exceed 66.4 in 1936. This has its good reason 
in the low purchasing power of the consumer for alcoholic 
beverages. But the essential fact for the dairy industry 
is that the consumer did not consume more milk. The 
impoverishment of the formerly well-to-do classes through 
taxation and the runaway inflation has reduced their 
consumption of alcohol. Milk does not rank in the same 
category as a thirst quencher or a pleasure. Being con­
sidered as a food and basic necessity for children, it has 
a remarkably inelastic demand. 

The relation between retail prices of beer and milk 
may be seen from the following comparison, in marks per 
liter: 

Commodity 1920 1830 1031 1992 1933 193' 11135 
Whole milk, sold loose..... • SO .28 .29 .25 .24 .24 .24 
Bottled beer ............... 63 .69 .76 .70 .70 .70 .70 

Although 1 liter of beer, in 1929, cost more than twice as 
much as 1 liter of milk, consumption of milk was only 
about 75 per cent as large as the consumption of other 
beverages. 

In northern Germany, beer and other alcoholic drinks 
are not considered as food by the consumer, but as a 
stimulant and a pleasant lUXUry. To a certain extent, 
therefore, they are not in competition with milk. In fact, 
at the depth of the depression, beer consumption dropped 
to one-half the prewar level and to 57 per cent of the 
postwar prosperity peak (Table 11). 

In Bavaria, however, the case is different as far as 
beer is concerned. There beer ranks as "liquid bread," 
as it is commonly called, and the population insists on 
this beverage as a basic energy food-&) much so that the 
Reich had to grant special allowances for brewing even 
in the period of starvation toward the end of the war. 
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This explains to a certain extent why. in contrast with 
Switzerland. the Bavarian dairy country maintains a low 
consumption of fluid milk. Table 5 (p. 99) shows that 
beer calories are priced in the neighborhood of egg or 
beef calories. 

A remote similarity was to be found in eastern Ger­
many in prewar times. Farm laborers then consumed 
hard liquor (rye- or potato-spirit) as a kind of food. The 
severe tax imposed upon hard liquor after the war has 
largely curtailed this habit. American farmers in New 
York state, one hundred years ago. similarly consumed 
liquor rather lavishly as a part of their diet.' 

In general, it seems to be the normal trend in nutri­
tional progress that in a primitive or pioneer stage people 
regard alcohol as a necessity. while they tend to abandon 
alcohol more and more as sugar and especially fats be­
come more abundantly available. 

The data on alcoholic drinks illustrate the important 
fact that the German consumer is unwilling to make con­
siderable shifts within his budget for food and beverages 
from one type to another. If real income shrinks­
through wage curtailment, unemployment, or rising prices 
-the volume of consumption of certain group. of com­
modities is adjusted for the time being. but the tendency 
is to maintain the same proportions of expenditures 
within a group. 

How far the narrow limits of purchasing power of the 
German population operate to prevent more marked shift. 
may be illustrated by the case of ice cream. During the 
prosperity period one of the leading milk dealers of Ber­
lin, the C. Bolle Corporation. purchased leveral of the 
expensive American iccw:ream machines. The attempt to 
introduce ice cream in the Berlin market on a large scale 
failed. however. becanae the average consumer could Bel-
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dom afford to buy a portion of genuine- "ice cream.. .. Yet 
sherbets, and other cheap substitutes made with milk and 
other ingredients, are sold in considerable amounts. 

Another example of the narrow limits of purchasing 
power, in combination with the solidly intrenched habits 
of consumption, is to be found in the slow introduction 
of bottled milk. In 1928 approximately 95 to rn per cent 
of the total milk supply of the 4 million inhabitants of 
the city of Berlin was sold in bulk, while only the small 
remainder was sold in bottles. In some cities 20 to 30 
per cent was sold bottled, but not without subsidizing 
bottled milk by overcharging for loose milk. 

The milk drinks so important in American consump­
tion are prohibited in Germany by their excessive cost in 
relation to the income available to the masses for con­
sumption, by the temperate and moist climate, and by 
the preference of adults for alcoholic drinks or coffee, 
tea, and cocoa. The main form of milk consumption by 
adults is that of milk with coffee and hot chocolate. 

The consumption of cream is closely bound up with 
the consumption of berries and fruit tarts, as well as pastry 
in general In the strawberry, cherry, and raspberry sea­
son, which is confined strictly to the few summer months, 
the main demand for heavy cream sets in. This demand is 
much more flexible, and more dependent upon changes 
in the general income, than is the demand for milk. It 
closely resembles the demand for butler. 

Buller is the best barometer of the income of the work­
ing people, their purchasing power, and the factors de­
termining the distribution among various expenditures. 
The demand for buller is the most variable among all 
food commodities. Perhaps no other variety of food, even 
meat, shows such extreme differences in per capita intake 
among different social groups. From no consumption at 
all up to 40 kilograms per year per adult-equivalent, all 
interme-diate stages are found. 
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Butter consumption varies from exclusive ulle for 
direct consumption as a spread in sandwiches, among 
people of scanty means, to general use for all cooking and 
baking purposes in addition to being used as lipread for 
bread, among wealthier people. Since bread is still the 
basic source of nutrition for the German masse_be­
sides its complementary carbohydrate, potato_the Ger­
man custom of eating sandwiches, with a rich spread of 
butter mainly, is the most important factor in the ever­
present demand in all classes. For reason of economy the 
vast majority of employed laborers, white-collar work­
ers, and civil servants take lunch in the form of home­
made sandwiches. Alongside bread, butter is 10 bailie in 
nutrition that many proverbs use butter as a symbol of 
well-being. 

Table 12 shows the price ratio between butter and 
margarine, or in other words the number of pounds of 
margarine that could be bought with one pound of but­
ter. For the low-grade margarine, the ratio remained 
fairly stable until 1931. In 1932 it reached a sudden peak 
at 5.50, until in 1933 the artificially fixed ratio established 
itself at a level ranging around 2 to 2.50. 

As also shown by Table 12, per capita consumption of 
butter rose during the post-inflation busine81 cycle, with 
the consequently rising income, to above the prewar 
level; and it maintained the new level remarkably well 
through the depression. This may at first lIight seem to 
contradict what has been said about dependence upon 
income. A glimpse at the price column, however, shows 
that the relatively stable maintenance of the average per 
capita consumption was possible only through radical 
price curtaiImenl In other words, price declines re-estab­
lished the consumers' purchasing power for butter. 

It muSt also be recognized that the average per capita 
consumption is made up of extremely di1I'erent levels of 
consumption. While the income of the unemployed and 
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their dependents fell to one-third (the .dole) or less, the 
purchasing power of the still fully employed workers­
and especially of all salaried employees-remained reIa-

T~ 12~AVBIIAGB IlBTAIL PBICES AND Po CAPITA CoNSUKPTIOM 

OP BllT'J'BII AND MABGABIHB 1M GBRMANY. 1913 AND 

AHHuALLY 1924-36* 

......... -- ....... of OoommptloD. per capita 
l_to_kII.) price ratios.' I .......... ) 

y- bottel'to 
Bu ..... m ........ 
(lIerIJD) 

11_ 
Butter II ......... ToAl 

1913 ••••• 2.70 .... 1.93-2.70 6.8 2.99 9.8 

1924 ..... ..... .... . ... 4.1 6.41 9.6 
1925 ..... ..... . ... S.20-3.87 5.7 6.49 12.2 
1926 ..... .... . ... 2.88-3.49 6.0 7.07 13.1 
1927 ..... 4.02 1.13 2.91-3.53 6.6 7.11 13.7 
1928 ..... 4.13 1.14 2.99-3.62 7.1 7.45 14.5 
1929 ..... 4.12 1.02 2.99-3.61 7.6 7.85 15.4 
1930 ..... S.47 .90 2.51-3.15 7.6 7.93 15.5 
1931 ..... S.10 .79 2.26-3.73 7.S 7.32 14.6 
1932 ..... 2.76 .56 2.29-5.50 7.1 7.91' 15.0 
1933 ..... 2.73 1.32 1.24-2.07 7.4 6.7 14.1 
1934 ..... S.OS 1.26 1.3&-2.42 7.4 ... . ... 
1935 ..... S.U 1.26 1.41-2.47 7.5 6.S 13.8 
1936 ..... 3.14 1.26 1.42-2.54 7.7 6.5 14.2 

• Butter data 101' titS and 1125-17. and mIll1IJI.,rIDe data. from Storm. Der 
WetthlDertt ......... pp. .... ; hutter and marsarlne CODswnption data tor 1924 
to ttU eampated ~ data In '9OD der DeckeD. De.r.ddCQId. Vu.l'Ol"flUW ......... 
Po It. ...... tboa tor 1135 aDd. t83t from. Supplemeat to the Wedl. Report of tAe 
6cnIuuI 'narflllte for Bullla. BefteJ'da. Peb. 10. 1131. p. So 
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tively high because of the drastic price decline. This was 
especially true of all food commodities as a consequence 
of the stable or increasing domestic production or the 
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low prices of imports. The unemployed stopped buying 
butter, while the gainfully employed could increase their 
butler consumption and thereby make up for the demand 
of the former. 

The official household budgets for 1927-28 showed that 
the adult consumption per capita varied in five income 
groups (800-1,500 marks and up) of laborers from 10 
kilograms up to 4.2, in six white-collar worker group. 
(1,000-2,200 marks and up) from 22 to 62 kilograms, and 
in seven civil-servant group. (1,000-2,600 marks and up) 
from 20 to 68 kilograms. These marked variations give a 
fair illustration of the peculiar Bocial character of the 
butler demand. A still more distinct picture is revealed 
by the ~gures from the same 80urce on 2,000 laborer 
households classified with reference to the number of 
children per family. If tbe expenditure for butter per 
adult-equivalent in a family with 4 to 6 children is taken 
as 100, the corresponding percentages for the group of 
3-child families is 115, for 2-child families. 220, for 1-
child families. 275, and for childless families. 400.' 

Though the spectacular elasticity of the demand for 
butter is explained by the keen competition of the higher 
income brackets for this refined and most desired food, 
the other half of the truth rests on the availability of 
margarine as a butter substitute. 

In essence the demand for margarine is the .ame; bnt 
since butter is favored by the marked preference of 
people in all income brackets, it is mainly the price rela­
tion between butter and margarine that determines the 
volume of consumption of each in correlation with the 
pressure from the income side. 

The per capita consumption of margarine is also 
shown in Table 12 (p.I21). It bas been pointed out earlier 
that the irend toward an increasing consumption of mar-
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garine was a consequence of the increase in the ratio 
between the price of butter and that of margarine. Mar­
garine demand is inversely elastic in relation to income. 
The higher the income, and the higher the available in­
come per adult-equivalent in a family, the more the de­
mand for margarine declines, while the butter demand 
rises. People have a tendency to buy a certain amount of 
fats for a certain part of their food expenditure. If the 
price of butter rises sharply, everything else remaining 
equal, this desire will lead to an increased demand for 
margarine. This must be kept in mind in order to under­
stand later legislative measures. 

Pabst found in his investigation of the relationship of 
butter and margarine in the United States that, during 
the period 1921 through 1934. increases in the price of 
butter of one per cent meant an average decrease of 
.10 ± .09 per cent in the quantity of butter consumed 
and an increase of 1.77 ± .45 per cent in the quantity of 
margarine consumed. Similarly an increase in the price 
of margarine of one per cent was associated with an in­
crease of .33± .10 per cent of butter consumed, and 
with a decrease of .28 ± .50 per cent in the amount of 
margarine.-

Because the supply of butter is relatively inelastic, 
the remarkable elasticity of demand for it-and pressure 
from the margarine substitute-leads to radically falling 
prices when the proportion of income available for fats 
declines. This establishes the phenomenon that the value 
of the total consumption of butter is in fact closely co­
ordinated with the labor income, as Chart 16 illustrates. 

After the end of the war, margarine developed an in­
creasing spread between the prices for the different quali­
ties, far beyond the comparable price spreads of butter 
grades. Consequently, margarine became available to 

I w. Il. Pabst. Jr •• Buner cuu' OleolllCll'plU"fae: An Anal •• ,. ., Compeflncr 
CoIn .. oIItu" (New yon. 113'1). pp. 72-11.. 
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the poorest consumer as wen as to the most refined poten­
tial demand. Lard, on the other hand, has only two 
prices, one for each of two distinctly different quality 
grades. The first grade is almost exclusively confined to 
the German market, and consists of a lard which has 
been seasoned with apples and onions and has been heated 
on the hearth. The second grade is the ordinary lard. 

To a considerable extent butter is a direct fann prod­
uct, especially of small fanners who sell their butter at 
retail markets or peddle it to consumers. In times of eco­
nomic distress, such fanners try to increase their cash 
income by selling part of the butter ordinarily reserved 
for home consumption and supplanting it with margarine. 
Danish fanners, the leading butter fanners of the world, 
discovered the profitability of this procedure during the 
war and have never abandoned iL In 1930 they consumed 
three and a half times as much margarine per capita 
as butter. 

No figures are available for the amount of margarine 
consumed by German fanners and fann laborers; but 
information from food chain stores indicates that in­
creasing numbers of fanners began to make use of the 
cheaper margarine and compouncU. particularly for 
kitchen purposes, especially during the depression years. 
Butter still retained its special social prestige as the supe­
rior food, and margarine in that sense carried a stigma; 
but prices dictated the shifL 

In prewar times lard had been the cheapest and the 
most general substitute for butter, and was used to a 
large extent as a spread on pumpernickel-type rye bread, 
which is widely used in Germany because of its low price 
compared to wheat bread. Moreover. lard was considered 
the best fat for cooking, roasting. and baking. However. 
as a bread spread it was abandoned more and more, 
possibly because of its peculiar tendency to cause many 
people to suffer temporarily from indigestion or even 
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eczema, particularly near the mouth.' Although a number 
of processes have been patented, none hili 8ucceeded in 
eliminating this defecL In all secondary uses of lard al 
an auxiliary material for the preparation of meals, price 
is much more decisive than minor preferences of the 
tongue. Lard compounds have supplemented lard, mainly 
under the influence of price relations; but luch use is far 
less than in the United States. 

The combined per capita consumption of bacon. lard. 
and gut-lard of hogs in postwar years hili not varied 
greatly from the prewar. In kilograml per capita the 
1913 figure Will 8.1. that of 1924 was 7.5. and those of 
1929 and 1933 were 8.2 and 8.1. respectively." The per 
capita consumption of lard alone shows a very 8imilar 
constancy for almost thirty years. All compared with a 
1904 figure of 3.72 kilograms and a 1913 figure of 3.44, 
the range in the nine years 1924-32 Will from 3.06 to 
3.46, with five of the years 8howing a narrower range 
of 3.22 to 3.35.' 

If we try to IlIcerlain the reason8 for changes in the 
demand for lard on price grounds, the best way leeml to 
be to compute the price relation8 of the competing prod­
ucts-butter. lard, and margarine. The accompanying 
tabulation' showl the number of kilograms of lard and 
margarine purchlllabie with the price of one kilogram 
of butter. It is apparent that lard consumption did not 
react greatly to ill cheapening all compared with butler; 
although in postwar years the consumer could buy an 
increa.sed amount of lard for the price of a nnit of buller. 

'TIle __ ... at ____ to the ____ .. __ ... ____ 'batltlo ____ _ 

aperieace tbat «be Genaaa term I. tbb puIIealar f7pe or ___ .. kAlIMls-
__ (Iud _,. AIhort B. Rowe III bIo book ... p_ ,,"- (Pllu.-deI_ 10311. pp. S7 ... n, ____ Ie _ ......... _ __ --ad-.. -__ fIItheUl&. 

-8 __ J_. _. P. a1. 
• __ /bIlL. p. 71. 
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y..... Lard 

1913 •..•••.•.•.• 1.96 

1925 •....•..•.•• 2.32 
1926 ..•.....•.•• 2.17 
1927 •••.••..•... 2.51 
1928 ••••••..•.•• 2.66 
1929 •...•..••.•• 2.62 
1930 .••...•••••• 2.38 
1931 •.....•••..• 2.52 
1932 ••.••.•.••.• S.10 

1IartIarl .... 
1.93-2.70 

3.20-3.87 
2.88-3.49 
2.91-3.53 
2.99-3.62 
2.99-3.61 
2.51-3.15 
2.26-3.73 
2.29-5.50 
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lard consumption did not increase. The relatively favor­
able price succeeded only in preventing decline in lard 
consumption. It is noteworthy that similar changes in 
the price relation hetween butter and margarine caused 
the consumption of the latter fat to jump as indicated 
before. The use of lard is most economical in frying. 
roasting. and baking. If this persistent utility of lard did 
not increase its consumption during falling prices, it was 
due to the counterpoise of lard compounds which at still 
lower prices absorbed the potential increments in lard 
use. The other important reason for the obvious stability 
of lard consumption is the rigidity of the domestic supply. 
Whatever the output of German lard, it has to be con-
6umed. As long as the price is flexible, it leads to this end. 
Imports of lard fill in the gaps left by the domestic output. 

REGIONAL DIFFERENCES IN FOOD CoNSUMPTION 

It remains to be observed that the sharpest differences 
in the demand for all varieties of fats appear as soon as 
we focus attention on regions instead of the national 
average. Not merely habits and traditions of nutrition 
and ritual concepts as to food, but certain correlations in 
the consumption of different foods have an influence 
upon the demand for fats. The official German household 
accounts for 1927-28 show that the consumption of all 
fats is much higher in the northern part of Germany than 
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in parts of the Reich south of the Main River. Chart 17 and 
Table 13 illustrate this, the chart showing averages for all 
income groups, and the table averages for selected income 
groups. Bavarian laborers' families of the lowest-income 

CHABT 17~REoIONAL VARIATIONS IN THB CoHSUMPTIOI( or PATS 
II( GEIUoIAN HOUSEHOLDS, 1927-28* 
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group consumed per adult equivalent U.O kilograms of 
fats as compared with 28.5 kilograms in northern Ger­
many. Bavarian white-collar workers and civil servants 
in the highest-income bracket consumed 17.9 kilograms 
of fats per adult equivalent as compared with 29.7 kilo­
grams in northern Germany. Other regions fill in the 
range between these most northern and most southern 
parts of the country. 

TABLE 13.-REGIONAL CoNSUMPTION 01' FATS IN GERMAN HOUSE­
HOUlS 01' (A) LABORERS WITH 800-1,000 MARxs ANNUAL INCOME, 
AND (B) WHITE-CoLLAR WORXERS AND CJ:vu. SERVANTS WITH 

1,800-2,000 MARKs ANNUAL INCOME PER ADULT EQUIVALENT, 
1927-28· 

Bu _ 
ll .......... L_ ona B .... n _ on 

A B A B A B A B A B 

Saxony (free state) .•• 6.2 17.5 13.0 6.1 2.9 1.5 1.5 1.7 1.3 1.7 
Hanover •••••••••••••. 7.8 18.1 8.8 2.6 1.6 1.5 1.8 2.3 3.7 4.4 
East PrnssIa •••.•••••. ... 4.1 3.0 1.0 2.3 2.3 
Berlin ................ 6.7 15.8 10.2 5.6 3.2 2.8 .4 .8 1.8 1.9 
~axony (province), 

Thuringia ••••••••••• 5.0 12.5 10.0 6.3 3.3 2.5 1.6 2.1 2.6 2.6 
BresJau •••.••••••••••• 4.8 15.7 11.7 4.7 4.2 1.1 .5 .6 3.7 3.4 
Northern Germany •••• 4.0 15.7 17.0 7.4 2.4 1.4 1.8 2.1 3.3 3.1 
Hesse ••••••••••••••••• 5.0 11.9 3.3 3.3 5.1 3.0 3.0 2.9 1.2 .8 
Baden.WUrttemberg •• 3.4 8.1 2.9 3.9 4.3 4.4 2.4 2.8 .9 .9 
Bavaria ••••••••••.•••• 2.0 9.8 4.5 2.4 2.9 4.2 1.5 1.4 .1 .2 
Bhineland ............ 2.0 11.5 14.8 8.8 4.2 2.8 3.1 2.8 5.1 4.5 

• Complied from tablu :In Storm,. Der WettbeaJ .. ,. ••••• pp. aa...88.. 

Similar extreme regional differences are to be found 
for the different varieties of fats. The lowest butter con­
sumption in all income brackets is found in the three 
southern German states and in the Rhineland. Margarine 
consumption shows much wider extremes than butter. Per 
adult equivalent, laborers in Bavaria, Baden, and Wiirt-
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temberg in all income groups consumed almost equally 
one-sixth as much margarine as was consumed by labor­
ers in northern Germany. But here the Rhineland la­
borers make up for their low butter consumption, while 
southern Getman workers likewise remain very modest 
in their demand for the butter substitute. 

Almost nothing is known of the regional differences 
in the consumption of different fats among farmers and 
rural groups. If data were available, there can hardly be 
much doubt that they would reveal even more extreme 
variations than do the household accounts of urban 
people, because rural consumption adjusts itself much 
more to the local supply. 

The phenomenon that extreme differences in the a~ 
tual demand for fats exist between regions, as well as 
between different income groups, also makes it necessary 
to consider the situation which arises when fats become 
scarce for one reason or another. It is obvious that within 
the regions of low fat consumption. the clB8lle8 with the 
lowest income will defend their share more vigorously 
than will the groups and areas that consume more plenti­
fully; the former will probably try to buy the .ame 
amount, even at a higher price. On the other hand, it 
seems obvious that those people who have the highest 
consumption because of a good income will hold to their 
share still more stubbornly, because with them the price 
is not so decisive. The majority of people of small income 
will try to maintain their total fat consumption by shifting 
to the inexpensive fats. As soon B8 a general shortage of 
fats sets in, this is no longer possible, and the real fight 
for fats begins. While it is not possible to point out with 
precision what will happen-because this depend. on 
irrational as well as on rational infIuence&-it can be said 
that immediately considerable .hifts begin to disturb the 
status quo. The marginal social groups, such B8 the un­
employed and people living on small pensions, will be 
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unable to supply themselves with the necessary ratio of 
even the less expensive fats. because the groups at the 
upper end of the income scale will not cease to maintain 
their surplus share of consumption. This is a dangerous 
situation from the standpoint of public health. and such 
conditions used to cause social unrest and political fric­
tion. In this sense fats play a role similar to meat. the 
price and availability of which have always figured in 
the struggle of labor for better wages. 

The administration of Chancellor Briining. which 
lasted until the summer of 1932, consciously avoided rais­
ing prices of fats. because it had considerable respect for 
the correlation between the prices for meat and fat and the 
public health. and for the influence of food prices upon 
social unrest. The late Chancellor Schleicher also re­
sisted a premature raising of fat and margarine prices 
before business had sufficiently recovered. because he 
wanted to prevent increasing economic pressure upon the 
unemployed who had already become radical. Only when 
a wholesale attack was made upon the depression. with 
public works and rearmament, did a policy of lifting 
the prices of fats no longer meet with social objection. 



CHAPTER VB 

COMPETING SOURCES OF SUPPLY OF FATS 

DOMESTIC VERSUS IMPORTED SUPPLIES 

On the supply side of the fats market, one of the major 
causes for the recent energetic intervention of the state i. 
the competition between domestic and foreign 8upplies. 
With the miserable experience of starvation under the 
blockade of the World War still fresh in the mind of the 
nation twenty years later, it has been the increasing en­
deavor of every administration in Germany since the war 
to make the country independent of foreign supplies. 

The largest hole in the German food basket is 8till, a. 
it was during the war, the inadequate 8upply of fats. 
The country not only imports large amounts of fats; it 
also imports vast quantities of feed materials which are 
used for producing domestic fats. How much the import 
of feedstuffs for conversion into food change. the total 
aspect of the national balance 8heet of food resources 
may be 8een from Table 14. The column headed A shows 
the percentages of animal calories produced in Germany 
a. calculated without regard to the source of the feed 
used. The percentages 8hown in column B are arrived 
at after deducting that portion of animal calories domes­
tiCally produced by means of imported feedstuff.. The 
last column represents correspondingly reduced percent­
ages for vegetable and animal calories combined. 

Within the national fat economy, as shown in Table 
15, approximately one-half of the total fat supply (in­
cluding rats for industrial purposes) is directly imported, 
in the form of oil seeds for Cl'WIhing or of VariODl other 
fats; and another 9 to 15 per cent of the total supply, 

132 
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TABLB 14.--PBacBNTAGB OF GI!aKAx FOOD Cu.oBll!S DoIIBSTlCALLY 

~UCllD, PBBWAB AND AmroALLY 19U-34* 

V_bIe -- ........ 
T_ - _(B) 

A B 

191&-13 average 92 116 M 110 

1924 •••••••••••• T1 82 70 75 
1925 •••••••••••• 79 81 62 74 
1926 •••••••••••• n 81 56 66 
19Z7 •••••••••••• n 82 liD 65 
1928 •••••••••••• T1 83 56 70 
1929 •••••••••••• 110 81 56 12 
1930 •••••••••••• 83 81 61 76 
1991 •••••••••••• 85 M 62 T1 
1932. ••••••••••• M 81 51 75 
1933 •••••••••••• 88 85 66 81 
1934 •••••••••••• M 88 n 110 

• IIuecl ... ftII tier Dedtea. n.. ........... Ya"lOJ'V'llllal ......... Po s.&. FOI' a-.,--afA ..... B,. ___ 1PL 

though produced at home, depends on feed imports. The 
"net" percentage domestically produced was as low as M 
per cent in 1929 and as high as 43 per cent in 19M. 

TABLB 15~ SuPPUlIS OF Au. FATS. AmroALLT. 1928-34* 

~ II.-otpam fa& - ~ tODI of 'PIINtat 
1< .. _ 

'=" 
.,:... 

_ wlthlm __ ........ 
T_ --- -.. ..=... -- lm_ - au __ 

Lon! -.. -
1928 ••• 1.008 1.050 2.058 49 ?l1I 83 290 35 
1929 ... 974 1.067 2.041 48 213 51 270 34 
1930 ... 1.ClOt 1.073 2.077 48 160 51 211 38 
1991. .. 1.050 1.007 2.087 50 165 46 231 39 
1932 ... 1.043 1.173 2.216 47 215 48 263 35 
1933 ... 1.074 1.015 2.0@9 51 187 16 2m 42 
1934 ... 1.101 1.008 2.1(8 62 153 36 189 43 
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Chart 18 shows the approximate proportions of do­
mestically produced and imported fats of the principal 
types, as they stood in 1932. Here the solid portions in-

CHART 18~PERCBNTAGB DISTRIBUTION OP FAT CoNSUMPTIOIf nr 
GERKANY, 1932, SUBOmDlID INTO DOMSSTIC AND IMPOBTBD 

SUPPLIES· 
(SoIUi 1'011"'''' repre,m' IIerunkllle. tmJH):rl.cf) 

• Bued OD clata fraIII .~ IUrInIId, 186. 

elude not only imports of the product itself but also the 
portion produced from imported materials (important 
in the caae of margarine) and the portions produced with 
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imported feedstuffs. The chart correctly reveals the issue 
in the fat market as that of foreign vegetable fats versus 
domestic animal fats. 

In 1932, in addition to 23.5 hillion liters of milk do­
mestically produced, the equivalent of 2.6 billion liters 
was imported in the form of cream, butter, cheese, and 
condensed products. Out of the total, approximately 90 
per cent was produced at home. Within the domestic 
quota another 7 billion liters were exclusively the result 
of feeding imported bran and oil cake, either imported 
directly or the by-product of imported oil seeds. This 
raises to 9.6 billion liters the amount of milk directly 
and indirectly imported, and reduces the proportion of 
purely domestic production to 63 per cent.' 

Similar conditions prevail in the supply of fats derived 
from hogs. Von der Decken has made an elaborate esti­
mate of the amount of bacon and lard produced with 
imports of grain, flour-mill by-products, legumes, fish 
meal, and meat mea!.· Applying conversion ratios of 3:1 
for fish and meat meal with respect to hogs (live weight), 
4.5: 1 for grain feeds to hogs, and up to 7: 1 for mill 
products to hogs, he estimated the amount of live weight 
of hogs produced. By a deduction of 20 per cent he arrived 
at the approximate dead weight, which he divided into 
80 per cent meat and 20 per cent crude fat .. Another de­
duction of 25 per cent' for rendering loss from the latter 
gives the estimated amount of pure fat. 

1 Von del' DeckeD, the qrlcultura.l expert of the lnaUtut fUr KoQ,junktur­
tonchun& hal consern.Uyel,. calculated the mll .. ..equjva1ent 01 oU cake b,. 
... um1nc that t klloaram of on cake proclucea onl.,. 3 Uters of mllir. Instead 01 
the e 01' 7 tbeoreUeall;r poaalble. AlthoUIJh thla e,timate may be too low. It ha. 
merit ID oonstderaUon of JlUl.IQ' ''leak.'' in the utUbaUoD of oU cakes bJ' IOU­
Uons 01 farme.... InetDdeD.CJ' In the eompoalUOD of teed raUos" teeciIDC cake to 
....,. lnetllelent ecm:nrters amont: 00 .... and ..... ect ot dlmlDlshinc mums with 
tDcreaaIDC amouna. of cake fed per oow-theae are IIOJDO of the cause. of such 1_ 

11H.t.ehICUld. vu ... ~ ....• P. It • 
• 'nllI ........ eeI 1_ 10 pnobab17 too hJcb. 
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While Germany imported net amounts of hog feed 
rising from 910,000 tons in 1924 to a peak of 4,328,000 in 
1927, and declining again to 587,000 toni in 1933, it pro­
duced 25,000 tons of pure hog fat in 1924, 112,000 in 
1927. and 16,000 in 1933. The degree of dependence of 
lard supplies on imports is shown by the accompanying 
tabulation, in which column A represents total groll do­
mestic production, and column B represents net domestic 
production based on domestic feed only, both expre81ed 

Year A B Year A. B 
1924 ........ 44 33 1929 ........ 61 37 
1925 ........ 55 31 1930 ........ 66 44 
1926 ........ 53 24 1931 ........ 117 48 
1927 ........ 61 14 1932 ........ 59 40 
1928 ; ....... 65 31 1933 ........ 68 61 

in percentages of total lard consumption. The marked 
increase in the proportion of entirely domestic lard is, 
on the one hand, a consequence of the decisive growth 
of the German output of grain and, to a minor degree, of 
good potato crops; on the other hand, it is due to the 
stable demand for lard and, from 1930 on, to the effective 
tariff protection. 

Table 16 indicates the changes in domestic output 
and in net imports of fats. During the years from 1928 
through 1933, domestic butter succeeded in displacing 
foreign butter. Imported lard and bacon held their own 
until 1932, to fall off sharply from then on; but enormoul 
quantities of foreign vegetable fats and whale oil domi­
nated the field through all the yean. 

The main feature of the edible fats market, on the 
supply side, was that domestic production moved within 
narrow bounds fixed by natural limitations of produc­
tion, while the world's fat reservoirs had an abundance of 
available supplies. Increases in German production were 
based largely on foreign raw materials. Nevertheless, all 
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the tables indicate also that strong forces were operating 
toward increased domestic production of the expensive 
types of fats and their utilization in the domestic market. 

TABUI 16.-GBBllAN SUPPLIES OP VARIOUS FATS. DOMESTIC AND bI­
PORTED. ANNUALLY, 1928-34* 

(rAolUfUtcl tofU olplU'e tal; UClUC' fndl.C4te Import.) 

Butterfat Tanow 
equivalent of L.rof. (8beep w .. '" V ... Whalo 

You a.- bacon- ODd 1.", table on Total 
Oow Go.t eat.tJe) 1 .... 
mIlIt mIlIt -

1928 ••••• {: 44 .. 314 58 17 ... . .. 997 .. !II 98 M .. 707 90 1.050 
1929 ••••• im 

41 288 64 16 '" ... 964 
81. 107 18 693 m 1.0tr1 

1930 ••••• 37 .. 300 61 15 ... . .. 996 
113 .. !II 91 16 m 159 1.073 

1981 ••••• {6~ 37 .. S20 60 14 . .. . .. 1.044 
17 98 1~ .. 61!1 136 1.037 

1982 ••••• r 37 .." 296 62 14 ... ... 1.040 
59 16 1!8 U .. 7M !Ill 1.173 

1933 ••••• 650 37 .. 308 61 15 . .. . .. 1.071 
51 13 86 ff1 61l! 176 1.015 

1984 ••••• {ag 37 324 68 15 ... . .. 1.085 .. 11 53 81. . . 718 158 1.008 

• Data from '1'00. der Deelwa. Deat.cldClAd. Veraol'lfWll •.•.• pp. 75-70. 
elmporta lDclude oleo oU. hut eulucle liDJeed. and n.peaeed.oU .. which are 

lDclu.decllD 'hble 1&. 

Table 17 indicates that until 1930 the prices of fats 
on the German market closely followed price movements 
in the world market. After 1930, raw materials for mar­
garine continued to follow world prices, but the prices of 
butter and lard diverged from the world level. How the 
separation was accomplished will be shown later (pp.l44-
50,161-82). It was a logical result of the departure from a 
foreign-trade policy which had tried to keep domestic 
prices in line with prices abroad. Such a decision had al­
ready been made in 1928 for the carbohydrates market. 
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TAJILB 17~WHOLESALB PRICES OP SPBCIPIBD FATS IN GBlIMANY AND 
ABROAD, 1913 AND ANNVALL'I' 1927-32-

(lIIar'" per tOO 1111......,,_) 

Botter Lard »anflb PelIOn ~':.." 11111'1''' Yor x'!::ia 011," rlue, eo-. !lew s::.::.. r!':.1o. G_ - bal. - York" 

1913 '" 249.30 .... . ... 103.40 ..... 7UO . ... 128.00 

1927 ... 348.42 339.12 154.23 118.43 182.96 91.02 82.66 132.00 
1928 ... 359.11 302.81 147.94 1l2.96 183.97 66.24 SO. 46 132.00 
1929 ... 343.15 340.13 151.41 110.31 220.16 11.16 19.88 132.00 
1930 '" 219.02 216.64 139.64 103.33 183.11 67.40 72.36 131.34 
1931. .. 250.18 220.52 116.88 18.06 116.13 54.49 49.11 110.34 
1932 ... 222.88 141.82 95.24 47.50 82.90 52.16 41.64 95.18 

> 

• n.ta trom Sl4tutt.thu JahrlnldJ. t9n. pp. 126-, 121-. Cbf4 •• I"'. pp. 281, 
tIl7-, 1159- (.tarred IlIlm.ben relet to pap. In Ndfon on loftllll ttaUllttu) • 

• Bratuuelmull%. • Prime weatenL 

lNrEa-COMMODITY CoMPETITION 

Until the step toward dissociating the German fat 
markets from the world market was taken. the compe­
tition between fats turned out to be mainly a struggle 
between butter and its substitute, margarine. For the 
time, the outcome Willi largely determined by circum­
stances that operated decisively in the margarine industry. 
It was able to draw on the rapidly increasing world re­
sources of vegetable fats in the tropics and the Far Easl 
Chart 19 shows broadly that it did so. It could, moreover, 
shift to less expensive types of fats and utilize the hy­
drogenation process. 

Alongside the large group of raw materials of vegetable 
origin. whale oil rose rapidly in importance. Mter puri­
fication. deodorizing. and decoloriog. it is valuable as a 
frying and baking fat and as a substitute for lard. Hy­
drogenation makes it hard, so that it can be sold in prints 
or cubes. But its great advantage as a raw material for 
margarine is that it producea. even if UlIed almost pure. 



CHART 19.-GBlIMAN NET IMPORTS OP OIL SEEDs IN SPBCIPIED 
YBAlls. 1880--1935* 
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CHART 20.-GBlIMAN NET TRADB IN BUTTBlI. 1860--1935* 
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• Data from Ernst Storm.. Del" Wlltttbewer& ••• "' p. 16~ and ftrloua Issues 
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a very butter-like spread for bread, which melts on the 
tongue like butler. Moreover, according to margarine 
specialists, it can be converted into margarine by churning 
with skim milk in an ordinary butter machine, provided 
the right mixture, temperature, and other technical details 
are observed. 

From a total world output of 80,000 tons in 1920-21, 
whale-oil production rose steadily to 624,000 tons in 1930-
31. In 1931-32, the production fell to 155,000 tons. In the 
following year it rose to 440,000 tons, and this level was 
maintained for nearly two years more by international 
agreements on whale protection.' There seems to be con­
siderable difference in technical opinion as to the level 
of outturn which can be maintained by rate of reproduc­
tion. Ai the same time, it is clear that improvements in 
the processing of fish oils may perfect them as partial 
substitutes for whale oiL German imports of whale oil 
were as follows:" 

'IboouD4 JlUU .. 
Year IoDa mara 
1927 •••.•••.• •••••••• 75 45 
1928 •.••••••••.••••.• 94 li4 
1929 ••••••••••••••••• U5 65 
1930 ••••••••••••••.•• 157 86 
1931 ••••••••••••••••. 132 49 
1932 ••••.•••..••••••• 217 Iili 

Thus in 1932 Germany obtained approximately 2.3 times 
as much whale oil for the same amount of money as in 
1928. At the end of this period the mark bought 2.2 times 
as much imported butter as at the beginning. and 2.6 times 
as much imported lard. 

The margarine industry profited in other directions 
also. The limited number of some 85 planfll, with modern 
equipment and an output beyond that of the competing 

:I. SIIItI6tIM:I&u 11IlIrInIeA. tat, ~ Po .. ;; tblL. ~. p.. .... 
0Voa ____ Va_ ••••• pp.l_17. 
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10,000 creameries, could operate more efficiently and with 
more planned direction. The margarine factories organ­
ized a speedy, efficient truck service to guarantee their 
distrihutors fresh supplies at all times. In quality, perfect 
standardization within the different brands was early 
obtained. 

A radically different situation prevailed in the butter 
industry. A few leading butter plants had introduced 
certain standards which were later protected by the cham­
bers of agriculture; but apart from a small quantity of 
this peak quality, there was a wide range of all sorts of 
creamery butter, down to the sour-cream butter churned 
in the small farmer's tub. This left butter in the group of 
commodities that are bought on sampling by taste. For­
eign butter, largely Danish, had a strictly standardized 
quality, and therefore brought the highest prices paid by 
the consumer. Danish butter was sold out of tubs with the 
state brand on one stave, which had the effect of a modest 
but successful advertisement. Margarine made the most 
lavish use of advertising all over the country, with new 
brands appearing from time to time. Under the prevailing 
conditions relative to quality, German butter could not be 
advertised. Moreover, no attempts were made to adver­
tise it, because there was always a demand for the scanty 
supply, although prices were low for poorer grades. The 
farmers and farm representatives displayed little antago­
nism toward the margarine industry. The butter industry 
also refrained from any attack· upon the margarine in­
dustry. Only when some margarine factories advertised 
brand names which suggested a relation to butterfat, or 
the use of cream, did the leadin~ creameries answer with 
suits for unfair competition which they usually won. 
Swiss dairy leagues advertised their butter by saying: 
"Do not eat fat mixtures you do not know I Eat pure 
butterfat!" Nothing of that sort was tried in Germany, 
although the consumer might have resented very much 
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that he always bought something different under the 
name of margarine, such as an increasing proportion of 
whale oil 

In 1929 another substitute made its appearance on the 
German fat market. Patents which were held by the no­
torious Swedish match king, Ivar Kreuger, permitted the 
production of a substitute for heavy cream from any 
margarine raw material with the additional use of lome 
skim milk.1 It was introduced under the name of "Gradin" 
by a corporation of the same name. Gradin had the lame 
taste, appearance, and nutritive value as genuine cream, 
and sold for 30 or 40 per cent of the price of cream. It was 
manufactured in three different plants. It sold rapidly 
and wall used especially by bakeries and restaurants, and 
in pastry shops for whipping cream. 

South German farmers opposed the Gradin propa­
ganda-which called it a valuable dairy product, using 
the employment of skim milk in the procesl as the lubter­
fuge. The German Department of Health decided that 
this was a food adulteration not allowed by law," and the 
factories had to close down immediately. No serious at­
tempt was made to win legal permission for the new 
substitute, although labor, with 153 out of 495 representa­
tives in the Diet, was still the most powerful party and 
had something at stake as representing the largest con­
sumer group. 

This incident of the early stamping out of a new syn­
thetic food stands out in sharp contrast to the long political 
and legal history of margarine. The technique and even 
the raw materials were almost the lame. But dairymen 
were vigilant observers and immediately understood what 
the new product meant They realized that it wa. ouly a 
short step from the artificially compounded fat-emulsion 
cream to an artificially compounded fat-emulsion milk. 

• _ "'lIDed .......... ." "'lIDed _ to probIblted Ia _ 1hdte4 _ 

"TIle ... _ JIJJk La .. 06 laIJ' II, _ coiled .. _ 
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They foresaw that with the price reduction following the 
broadside attack of foreign vegetable oils or whale oil, the 
dairy industry might soon be bankrupt. German labor 
leaders, who were then supporting a farm-relief policy, 
accepted this viewpoint and advocated the legal doom of 
more dairy substitutes,_ excepting only margarine and 
vegetable shortenings. 

In fact, it is due to the amazing achievements in the 
handling of edible fats that all fats, including watery 
emulsions such as milk. cream, and butter, can be arti­
ficially compounded and thereby substituted for one an­
other. Here we speak only of the commercial side of the 
technical progress. Of course an ilDJIlense difference be­
tween an artificial substitute for milk and genuine milk 
remains, even if chemical tests demonstrate an equal con­
tent of fat and protein and even if the protein is derived 
from milk. Milk is a liquid tissue produced by the mam­
mary glands from blood, and with plasma as the carrying 
liquid for fat and proteins as well as minerals. Many of 
the serum reactions of blood can also be found in milk. 
Milk is such a miraculous liquid that when converted into 
cheese often after six months it proclaims the sins of the 
farmer who put too much fertilizer on the pasture, or who 
fed silage or other types of feed that influence milk qual­
ity. This is merely mentioned as an example of the refined 
biological and microchemical qualities of milk. Some 
consequences of the fact that at least butter and cream 
can be commercially replaced by vegetable fats will be 
discussed in the concluding chapter. 

The struggle between butter and margarine, or its raw 
materials, and the struggle between lard and lard com­
pounds or vegetable shortenings has some similarity to 
the competition between silk and rayon. Rayon could not 
fully satisfy the demand for silk. but it forced silk prices 
down. The same is true of butter and margarine. So far, 
consumers still invariably prefer butter to margarine, 
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just as they preCer pure silk to rayon. Margarine keeps 
butter prices in check, and affords the consumer escape 
Crom high prices. It also expands the diet Cor low-income 
classes. 

PROTECTIVE TAlIIFFS AND THE FAT MARKET 

In prewar years, Crom the turn oC the century on, 
German agriculture was protected by a system of moder­
ate tariffs which were established by laws approved by 
the Parliament over a long period oC years. The tariff 
provided both for an "autonomous" duty, and Cor another 
lower "treaty" duty for countries that had signed or would 
sign a trade treaty. Y/ith the extension oC the system of 
most-Cavored-nation treaties, the latter duties came almost 
exclusively into Corce. 

After the war, the Versailles Treaty prohibited the 
restoration of tariffs through 1924; when Germany in 1925 
regained her sovereignty in foreign trade, she re-estab­
lished the tariff law of 1902. Up to 1928 a policy of mod­
erate protection was pursued, with an underlying liberal 
concept of foreign trade. In 1928 another era of vigorous 
intervention began. The new aim of agricultural policy 
was to separate prices of some commodities from the 
world market level, which had collapsed, by resort to 
drastic duties up to a prohibitive leveL This latter period 
was also marked by a change from the most-favored­
nation principle toward reciprocal bilateral treaties, and 
by the adoption of quotas and other limitations on the 
volume of goods to be imported. A third period began in 
1933 with the transition to a planned economy, with more 
extensive resort to import monopolies and quotas. 

The foreign trade policy must be interpreted from two 
aspects, that of Germany's balance of payments and that 
of agricultural or industrial policy. With the political 
burden of the "Dawes Pian" the country had to force a 
favorable balance of trade in order to keep her balance 
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of payments in shape. But this necessity ideally coincided 
with the desires to re-establish the profitability of agri­
culture from the price side, and to foster domestic food 
production whereby foreign exchange might be saved for 
purchases of industrial raw materials.1 

With respect to the fat markets, Table 18 and Chart 21 
are illuminating. The 1925 tariff sought to promote the 
converting branches of agriculture by putting a fostering 
duty on the finished goods and letting the raw materials 
enter free of duty or with only a moderate duty. Thus 
milk, cream, and butter were protected, while oil cake 
as the raw material remained duty-free. The same was 
true for lard and bacon, although the duty was reduced 
considerably below the prewar rate, and the duty on feed 
barley was soon raised somewhat. 

By a decree of July 3, 1929, the autonomous duty on 
butter was raised to 50 marks per 100 kilograms and, by 
a decree of April 15, 1930, the duty on cream was raised to 
two-thirds of the butter rate, but these duties came into 
force only a year later when the trade treaty with Finland 
could be changed. Under a complementary treaty, Finland 
lost the privilege of the 27.50-mark butter duty, but re­
ceived a quota of 5,000 tons of butter to be imported at a 
rate of 50 marks until 1933, and thereafter a duty of 40 
marks. On November 27, 1930, the last treaty duty van­
ished. A law of March 31, 1931 empowered the gov­
ernment to change the duties and import requirements 
for agricultural products by negotiations and reciprocal 
agreements. Lard and bacon still had a lower duty than in 
1931, but butter prices were protected by a duty of 250 
per cent of the prewar rate. In 1931, this butter tariff 
represented approximately 23 per cent ad valorem. The 
1931 tariff also established a milk duty which was prac­
tically prohibitive. 

1 Karl Brandt, "German Aartcolt1lftl PoUq-So.e Selected. Lessons,- low­
lull 01 Farm BconomilN. FehruU7 1837, XiX. 287 ..... 



146 THE GERMAN FAT PLAN 

TABLE 18.--GBBMAN TARIn DUTIBI ON CBaTAlN PBODUCTI. PBBWAR 
AND POSTWAR· 

(JI .... ru portOO II""""",.) 

OommodJ" 
_ .. 

.&0 •• 17.1" 
Clbaa ... _ 

Bacon ................. 36.00 14.00 eo. 00 luly 1.1932 
60.00 luly 14,1933 

100.00 luly 14,1933 

Tallow •••••••••••••••• 2.50 2.00 20.00 Apr. lli,1930 
00.00 POeb. 18. 1933 

100.00 luly 14,1933 

LtmI •••••••••••••••••• 12.50 6.00 00.00 luly 1.1932 
10.00 75.00 May 6,1933 

100.00 luly 14,1933 

P'luld mllk ............ .... 5.00 10.00 Apr. 15. 1930 

Sterilized milk ....... ..... 5.00 B.60 Apr. 15. 1930 
17.00 Apr. 15. 1930 

Cream ................ .... 20.00 2/3 01 butter duty 
Apr. 15. 1930 

Butter ................ 30.00 22.50 00.00 luly 8,1929 
eo.OO e1.60 A1I&. 28. 1930 

100.00 IfIlL 19, 1932 
136.00 IfIlL 19, 1932" 
170.00 IfIlL 19, 1932" 
75.00 Oct. 22, 1932" 

• Complied from A. Wolter, D14 _"'_elulltlleIua un. ( __ 
I.a:lld.wtrbc:baIt. X.F .. IoucIerbeIt: 101, BsUa., 1135). pp. II. 7J-7.f. 1'Jatr ~ 
aowa Ia 1ta.lJa. aatoaMDou ctatJa .. ~ b'pe.. 

"ArpaIlDo, Hew ZeoIuId, __ II, ......... x......,.. _ PIDo 

IaDd. 
• POI' Canada ... PoIaad. 
• Por otbeI' ~ 0DIIIltrI-. 

On January 19. 1932, the duty on butter wa. revised 
by grouping the exporting countries into three dilJerent 
categories.' (1) Butter from countries with a trade treaty 

'B_no fllr _"",-tUdu "uklf_. __ .,.1-' D, ..... 4_ 
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CIIAIIT 21.-GBRMAN TARIFF DvTIES ON VARIOUS AGRICULTURAL 
PRODUCTS, PREWAR AND 1925-35· 

(llara per 100 11"-0) 

• Data fNm .&. Walter. Dtt lcn.cf'wfrtacAatflfchat Z45l1e, pp. 2O-D. II-8&. 
D-71. SoUd bIacIr. ueu Indicate auper-tarIfI'a appllc:able to Importa hom 
...... _ bu .... DO lnIeIe -tF wtlb _. 
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with Gennany and no devaluation of currency was subject 
to a treaty duty of 100 marks per 100 kilograms, but 5,000 
tons might be imported at the previous duty of 50 marks. 
(2) For countries with a trade treaty and devalued cur­
rency, the treaty duty was 136 marks per 100 kilograms, 
or 86 marks for a limited quota. (3) For countries without 
a trade treaty ·the autonomous duty was raised to 170 
marks. On November 15, 1932, the total import, which had 
been 133,000 tons in 1930 and 100,000 tons in 1931, was 
limited by quotas to 55,000 tons, while the duty was 
lowered to 75 marks for all countries with trade treaties.' 

Chart 21 shows how the tari1l' wall was built up at first 
by moderate steps, finally with steep ones, to the prohibi­
tive heights of the "super-tari1I'." In 1935 the duties repre­
sented the following percentages of those in force in 1913: 

Bacon ........... 278· Lard ........... 800" 
Tallow ......... 4,000· Butter .......... 680· 

• Aatonomou clulJ'. 
• Treoll' dutT far tile -. 01 malar impol1IDoJ _ 

The policy toward the oil mills, the margarine industry, 
and the soap industry in 1925-28 was similar to that 
toward domestic producers of butterfat, lard, and bacon. 
The object was to protect and develop all three domestic 
industries against the import of their finished products, 
but to permit them to use raw materials imported at a low 
rate of duty or none. Oil seeds and oil cake, which in 1913 
were either free or carried a small duty, were left entirely 
free of duty. This was the decisive factor in the develop­
ment of margarine consumption. The consumer, the oil 
mills, and the margarine industry had the benefit of duty­
free imports of oil seeds, while the dairy farmer enjoyed 
low prices for oil cake. Margarine was protected by an 
autonomous duty of 30 marks per 100 kilograms and a 
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treaty duty of 20 marks. The same ~duties applied tli 
hardened vegetable oils in the form of shortenings. The 
margarine industry was permitted to use imported vege­
table tallow at a duty of only 1.25 marks. 

The pertinent details of tariff duties on multifarious 
oil seeds and nuts, and on animal and vegetable oils and 
fats, are too numerous and complex to be presented here .. 
It must be noted, however, that even in 1934 every fat re­
mained free of duty in 80 far as it was to be used as a raw 
material for the soap industry; in such case, the fat must 
be denatured and an import permit must be obtained. 
By this old provision the German soap industry is enabled 
to compete on the world market, especially with the 
French and English industries. This international com­
petition is much restrained through the big margarine­
soap combine. Nevertheless, the duty exemption for the 
raw materials of soap prevents the loss of the German 
share in the world market as agreed upon by the combine. 

As long as the import of oil seeds and of whale oil 
remained free of duty, the domestic supply of edible fats 
could not run short and prices were kept in close touch 
with the world market. But when, under new policies, the 
attempt was made to separate domestic prices for butter­
fat and lard from the world price level, it was only a mat­
ter of time before the entire connection with the world 
market came under fire. The tariff policy of this new era 
radically departs from all the traditions of almost a cen­
tury preceding the World War. At the turn of the century 
the attempt to raise the grain tariff to one-fifth of that 
adopted in 1929 created a cabinet crisis, and the struggle 
lasted for several years. Now the German Diet has granted 
the administration the right to change the tariff arbi­
trarily and consented to duties of prohibitive heights. 
More or less the world over is to be ohserved a trend 

'Thq .... lie fowullD A. Walter, .,," ell., pp. 27-:11, _74, 82-85, 1I&-IIt. 
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toward transfer of tariff rates and regulations to the ex­
ecutive. 

Three selections from the extensive German import­
duty legislation include the most important changes. 

1. An ordinance by the Reichspriisident of January 18, 
1932 granted power to the government (a) to impose 
additional equalization fees upon imported foods origi­
nating in countries which have devalued currencies; and 
(b) to stipulate higher tariff duties for good. originating 
in countries which have no trade treaty with Germany or 
which treat German goods leIS favorably than those from 
a third country. 

2. Another ordinance of February 29, 1932 established 
a super-tariff, by way of retaliation against countries 
discriminating against German goods, whether or not they 
have a trade treaty with Germany. The countries to 
which the super-tariff is to be applied have to be named 
in a special published ordinance. 

3. A decree by the Reichspriisident of March 9, 1932 
granted power to the government (a) to arrange import 
duties independent of existing ordinances; (b) to intro­
duce export duties; and (c) to enter reciprocal trade 
agreements with other nations.' 

H any evidence is needed that the whole economic phi­
losophy of the country was at a turning point, this brief 
glance at tariff developments will serve to provide it 
These developments, it is to be observed, preceded the 
National Socialist government 

Charts 19 and 20 (p. 139) demonstrate how the new 
tariff legislation succeeded in forcing a culmination of the 
postwar development of fat imports and in reversing the 
trend in imports of oilseeds and butter. These diagrams 
closely relate to the general picture of Germany'. trade 
intercolll'lie with the world. In 1928-29 a new era began. 

1.&. Walter. 0" elL. pp. 11-11. 
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EXPERIENCE IN GRAIN-MARKET STABn.IZATION 

Before we analyze the system of stabilizing the Ger­
man market for fats and dairy products in its intricate 
technique and manifold aspects, we must briefly survey 
the measures preceding the new national market policy 
in agriculture.1 The stabilization program was not only 
adapted to the market situation created by the existing 
machinery of intervention, but it also used the elaborate 
technique of intervention in detail." 

THE NEW STABILIZATION POllCY 

From 1924 to 1927 the prewar attitude toward agricul­
tural markets prevailed. All the energy of the govern­
ment and of the farmers was concentrated on the im­
mense task of reconstructing productive capacily, so 
heavily undermined by the war. From 1928 to 1933 the 
government carried out a policy of energetic farm relief, 
hased on the principle of manipulating domestic prices 
of agricultural commodities to a level considered suffi­
cient to insure the majority of farmers moderate net 
profits. When farm prices began to decline under the 
influence of the breakdown on the world market, the tra­
ditional method of raising tariffs was first used. Then 

1 See ... plpers b7 the p.raent author: -GermaD AcrIcoItural POUq-SOme 
Soleoled LeuoDa.- J_ ., ,..",. __ la. Febraa17 lts7. XIX. 287-"', 
"Farm BdleI ID. Gt!rmaD:J'.- Sodal lIut11UCA. F~ 1934. I. 185-81; -Recent 
.......... PoUcles III GenDoIIJ' ODd the UDl ..... _ .... - "'hi .. JIQ 1113t1. m. 117-
Hti -0.. RQlllleDproblem.- Der 4sbch Volh.trf. Sept.. .. luo. pp. 17&8-n; • .,.,. -- ______ - "'hi. 1a17 28. 11S1, 
pp. ,,51_ 

..... Sertaa. DN ftatxM LaA".,,,.fftltaIt _,.,. NIb- IIRd ~l"'~ 
.Icbat _, .. , ....... _ ,_Ie tiller LaD4~ II.F. Soademeft 51, 

8erIbt. lUI). pp.. 17.......a. 
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fixed taritfs were supplanted by flexible emergency tariff. 
at the discretion of the administration. The legislature 
limited its power of decision to the establishment of 
the "normal price" of agricultural commodities, to be 
brought about by adjustable taritfs. Beyond that the gov­
ernment was empowered to embark on various type. of 
intervention, including methods of open-market policy. 

The initial break in the traditional attitude of states­
men and politicians toward claims of the farmers for 
drastic relief from price depreBSion W88 made in 1928, 
when the sensational decline of the world price of sugar 
threatened to undermine the German sugar-beet growers' 
existence. The duty of 15 marks per 100 kilograms of 
white sugar was considered insufficient to protect the 
German' producer, because foreign countries like Czecho­
slovakia began to dump into the German market and be­
cause the world market price W88 lower than the mere 
proceBSing costs of German sugar mills, 80 that any Ger­
man export involved a net loBS. In December 1928 the 
German Diet raised the sugar duty from 15 marks to the 
prohibitive level of 25 marks per 100 kilograms. As a 
sugar coating of the pill for the German consumer, the 
legislature empowered the Secretary of Finance to reduce 
the duty to 10 marks whenever the domestic price should 
exceed 42 marks. At that time the world price fluctuated 
around 22 marks, only to decline to 12 marks during the 
following yean. 

The results of the prohibitive taritf with its "consumer 
protection clause" were the complete separation of the 
German sugar price from the world market, the stabili­
zation of the price around the maximum mark, and the 
re-estabIishment of profits for the sugar-beet grower and 
the sugar industry. In fact, the new profit margin W88 

80 exceptional compared with all other farm commodities 
that sugar-beet acreage and yield jumped at an alarming 
rate, and Germany began to dump increuing amounts of 
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sugar into the overfed world market. Though the dump­
ing export meant a net loss to the exporter, it had to be 
carried out, financed by the whole industry, in order to 
prevent the collapse of domestic prices behind the tariff 
wall. The more the total national output grew, the more 
these export losses threatened to lower the total revenue 
from sugar. At the same time, the relatively low per cap­
ita consumption of sugar stopped rising. 

In order to stop the further growth of sugar-beet culti­
vation, the government issued in December 1928 an emer­
gency decree providing for a compulsory quota system for 
processing sugar beets into sugar. In March 1931 the quota 
was established and enforced. After forcing all the sugar 
mills and refineries into a compUlsory cartel, it was easy 
to direct the whole industry from one central point. The 
quota became an allotment to all those who had grown 
sugar beets before. Thereby it froze the location of sugar­
beet production, and distributed the benefits among a 
privileged group of farmers. A new development toward 
the widespread participation of small farmers in the West 
and South in sugar-beet cultivation was drastically cut 
off, although these small farms had lower costs of pro­
duction. In brief, the quota system revealed all its typical 
economic and social shortcomings and its attractive ad-

. ministrative features. 
Sugar-beet production is an important industry. Yet 

with 4.7 per cent of the total cash income from all farm 
produce, or 13.0 per cent of the cash income from all 
crops, it is a relatively small item in the national farm 
income. Moreover, it affects only a particular group of 
large-scale farm entrepreneurs. The considerable evils 
of the policy adopted were neither conspicuous nor politi­
cally important enough to shake the conviction of the 
parties which endorsed this trial of a new course. At the 
same time, the achievement of saving the German beet­
sugar industry from supposedly certain ruin was played 
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up by the advocates of planned economy, and by those 
who hied to sell the old protectionist ideology to the 
nation under the new brand of food autarchy. This was 
done so effectively that questions of a1ternatives--as to 
a sounder policy, a more reasonable and flexible degree 
of protection, or a socially more just distribution of quo­
tas-were not even raised.' The policy and price of sugar 
remained fixed, perhaps for years to come. 

Because foreign price pressure continued mainly upon 
grain, measures of farm relief on a nation-wide scale 
began with supporting grain prices. No comprehensive 
plan determined that grain should come first; the exi­
gencies of the situation enforced it. This is important in 
view of later consequences. Tariffs were raised as follows, 
in markS per 100 kilograms: wheat, from 5.50 to 25; rye, 
from 5 to 20; feed barley, from 13 to 18; and oats, from 
5 to 16.0 But soon it was discovered that the tariff alone 
would not suffice to raise prices. 

Several reasons were responsible for the ultimate in­
effectiveness of the tariffs. Germany had a surplus of rye 
and of oats, and a deficit in wheat, barley, and maize. The 
raising of the tariff seemed to make rather expensive the 
application of the import certificates, which permitted 
duty-free import of an amount of grain equal to that ex­
ported; at least, so the government argued. Therefore, 
this method of export subsidy was abolished. Conse­
quently the rye market, with its surplus, did not react to 
the duty. Even with wheat, the almost prohibitive duty 
did not raise prices correspondingly because Canadian 
wheat, with its high gluten content, ranked as a different 
commodity from German white wheat. The main weak­
ness lay in the fact that all the grains to some extent 
compete among themselves as, indeed, all carbohydrates 
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do. Feed grains influence the price of bread grains, and 
all grain prices in Germany are influenced in some degree 
by potato prices. 

The earlier grain policy was based on the principle of 
protecting the bread-grain varieties, wheat and rye, and 
of leaving the feed grains. oats, barley. and maize, either 
free of duty or with a very low one. It was formerly the 
idea to strengthen domestic animal production by allow­
ing cheap feed-grain imports, but to keep bread-grain 
production profitable. When it was discovered that the 
emancipation of the German grain-price level from that 
of the world market could not be reconciled with that 
policy. the government began to make the domestic mar­
ket watertight against foreign influences by establishing 
a maize-import monopoly and raising the price of im­
ported feed barley by a prohibitive duty. 

Co-ordinated with these steps were open-market oper­
ations, such as sale of denatured rye to hog-feeders, at a 
subsidized price, in combination with sales of maize by 
the monopoly administration. Huge public granaries were 
filled with rye to relieve the market from supply pressure 
and raise rye prices. Twice the stabilization campaign 
collapsed, causing huge losses to the state grain adminis­
tration, which operated as the central agency. The ma­
chinery was overhauled and methods readjusted. A new 
device considerably improved its efficiency. This con­
sisted of quantitative restrictions in the form of domestic 
milling quotas, which specified the amount of domestic 
wheat that had to be used in the flour mills together with 
each unit of imported wheat. These could be changed at 
any time. They functioned like import quotas, although 
they did not appear as such. Finally. the government 
succeeded in getting the entire grain market under per­
fect controL 

One of the last parts of the stabilization machine to be 
assembled was the stabilization of the potato market. 
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With potato crops of some 40 to 50 million tons, the 
amount which had to be fed to hogs (some 16 to 24 mil­
lion tons) was the equivalent of 4 to 6 million toni of 
feed grain. The government subsidized schemes to con­
vert a large part of the crop into ensilage and to produce 
potato flakes (Karlolfelflocken) as a grain substitute. At 
the same time the potato-flake and the potato-starch in­
dustries were compelled to organize in a cartel and to 
keep prices for their products steady at the command of 
the state grain trusl 

With sugar, sugar beets and beet residue (Ruben­
IIchnitzel), all grain varieties, and potatoes under strict 
control, the first part of a new agrarian policy with re­
spect to the market had been established. What were the 
achievements, and what are their bearings upon this study 
of the edible fat markets? 

BEAlIINGS OF EABLy STABlUZA110K MEAsUIIES 

OK THE FATS POLICY 

The first and most obvious result was the radical sep­
aration of prices for carbohydrates from the world market 
leveL Wheat and rye prices were 150 per cent, sugar 
prices 250 per cent, and feed grains 100 to 200 per cent, 
above the outside level. Such price levels made the pro­
duction of carbobydrates more profitable. Farmers ad­
justed their cultivation to tbe new price relations. The 
sugar~tabilization plan restricted the beet acreage in­
directly, by imposing a quota on production of sugar for 
domestic human consumption, and by restricting exports. 
But farmers increased their grain acreage until in 1932-
33 the net deficit (6 million tons in 1927) disappeared. 

While grain and sugar prices were pegged at almost 
pre-depression levels. the income of the population shrank 
during the depression. German income from wages and 
salaries had risen from M billion marka in 1925 to 44.5 
billion in 1929, and then fell to 25.7 billion in 1932. In 
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such an economic environment the price stabilization of 
carbohydrates forced upon the consnmer a drastic shift in 
his purchasing power. in spite of the partly successful 
endeavor of the government to curtail the margins of 
grain and flour dealers and bakers. Bread prices could 
not but reflect the separation of the grain prices from the 
general price level 

Changes in the cash income of farmers under the grain­
price stabilization are illuminating. Farm cash income 
ordinarily shows a remarkably close correlation with in­
dustrial payrolls. While the index of payrolls moved from 
100 in 1925 to its peak of 130.8 in 1929. and its low of 75.5 
in 1932, the index of farm cash income moved from 100 
in 1924-25 up to 131.3 in 1928-29 and down to 86.6 in 
1~. The last figure indicates that farm cash income 
did not follow the course of payrolls all the way down. 
During the depression, unemployment relief contributed 
an additional element of income for the industrial popu­
lation. 

In general it is true, unless radical measures interfere, 
that farm gross income corresponds closely with the vol­
ume of industrial output, which again is reflected in total 
disbursements 10r wages and salaries. The curve of the 
index of farm income makes it apparent that with returns 
from grain and potatoes fairly well maintained, farm in­
come still was bound to the volume of industrial pay­
rolls and salaries. Its sharp decline revealed the immense 
power of this correlation. While the returns from rye and 
wheat together declined by only 9 per cent from 1929--30 
to 1932-33, and returns from all vegetable products by Z1 
per cent, the reduction in cash returns from all animal 
products amounted to practically 40 per cent. Returns 
from the group of stabilized commodities suffered a de­
cline of 21 per cent, while those for nonofitabiliud com­
modities declined by 40 per cent, as shown in greater 
detail in Table 19. 
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TABLE 19~B RBTDBNI 01' GBllMAJf AOBICULTUIUI, 192~0 AKO 
1932-33· 

(1fIUltlnmarb) 

:l8'J8-a ~ Chao .. 
("" 

Rye .......................................... 667 481 -26.8 
Wheat •••••••••••••••••••••••••••••••••••••• 580 640 +10.8 
Barley •••••••••••••••••••••••••••••••••••••• 250 166 -33.8 
Oats ........................................ 262 90 -88.1 

Four graJns •••••••••••••••••••••••••••••••• 1.769 1.877 -22.2 
Potatoes ••••••••••••••••••••••••••••••••••• 476 381 -20.0 
Sagar beets ................................ , .. 512 429 -16.2 

All IIabilized commodiUu ••••••••••••• 1.757 '.187 -"'.7 
Vegetables ..................................... 268 131 -48.9 
FrnIts •••••••••••••••••••••••••••••••••••••• 314 166 -46.6 
All other crops ••••••••••••••••••••••••••••• 225 1&8 -32.0 

Hogs .•••••••••••••••••••••••••••.••••••••••• 2.~ 1.243 -48.3 
Cattle •••.••..•.•••.••.••••••••••••••••..••• 1.214 Ii93 -61.2 
Calves •••••••••••••••••••••••••••••••••••••• 390 182 -&3.3 
Sb_ ........................................ 86 39 -M.l 
:MIlk •••••••••••••••••••••••••••••••••••••••• 1.690 1.371 -18.9 

Eggs .............................................. 362 268 -26.0 
Poultry ...................................... 61 35 -31.1 
Wool ••••••••••••••••••••••••••••••••••••••• 31 11 -84.6 
Honey ...................................... 16 18 +12.6 

All non .. tabl/lzed comnwditlu • •••••••• 7.051 ~.!18 -4o.! 
Grand total ................................ 9.808 8.406 -34.7 

All vegetable products ...................... 3.5M 2.645 -26.8 
All animal products ........................ 8.2M 3.760 -<18.8 

Since the total volume of money spent by COIlIII1I11l!n 

for f004 is closely bound up with industrial payrou.. and 
since the payrolls declined radically. the total expenditure 
for food declined also. That during this period the domes­
tic output rose, by supplanting parts of former imports, 
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did not change the picture with reference to prices, though 
it added to the farm income through additional volume. 
What carbohydrate stabilization really achieved was a 
shift within the limits of the total income of agriculture. 
While it stiffened the returns from carbohydrates, it de­
pressed the returns from non-stabilized products. 

The theoretical explanation lies in the difference in 
demand. While carbohydrates have a typically inelastic 
demand or, as in the cases of potatoes and dark bread, 
a demand which increases when carbohydrate prices 
all rise, the majority of other vegetable food commodities 
and animal products have a typically elastic demand. 
Of course, the elasticity varies for each of them. On the 
assumption of a rigid supply, all commodities with a 
flexible demand will tend to show disproportionately 
more marked changes in price. As soon as the burden of 
expenditures for commodities with a rigid demand is 
artificially increased, the consumer tends to respond by 
refraining from buying such goods as high-quality pro­
teins, fats, fruits, and vegetables. Unfortunately, there 
is no possibility of proving the nexus between cause and 
consequence in the course of state intervention. We can 
ouly speculate on the probable course if no intervention 
had taken place. But in this case all the available evidence 
makes it highly probable that the conclusion regarding 
an added depressive effect of carbohydrate stabilization 
is correct, and there is no evidence that contradicts the 
conclusion. 

If this is correct, it has a most important consequence. 
Farmers who depended mainly on sales of the non-stabi­
lized commodities would suffer, and be impelled to de­
mand aid similar to what their grain-producing colleagues 
received. This is just what happened. The vast majority of 
German farmers depended on animal and refined vege­
table products. It was inevitable that this majority should 
begin to act as a strong pressure group urging stabilization 
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for their products as well. The best evidence of the prof­
itability of the production of animal products is the 
fluctuation of savings-bank deposits in districts where 
farmers depend almost exclusively on the sales of such 
products. The deposits of the credit unions in these dis­
tricts of the country began to shrink as 800n as grain 
stabilization became successful in raising grain prices. 
The disproportionally grave depreuion of prices of animal 
products, combined with the direct effect of high feed­
grain prices, severely pinched the small family farms in 
the West and South. For the salvation of these farms 
there was no alternative but to abandon stabilization of 
prices altogether or to stabilize their products as well. 

When the stabilization campaign started, it began 
modestly with one commodity, sugar. Rye came next. 
then wheaL Very soon the commodities in distress took 
command, and forced the government step by step into a 
permanent expansion of this policy. 

These experiences with the carbohydrate campaign 
were a neceBBary prerequisite to the fat-control plan in 
another sense. The staff of civil lIervants engaged in the 
experiment gained experience in the routine of handling 
market affairs on a large scale, and became acquainted 
with the legal, social, and economic problems involved. 
After years of slips and failures. they felt re888ured when 
technical SUcceBS finally was achieved. This will be IIhown 
by the entirely different attitude in the attack upon the 
fat markeL 



CHAPTER IX 

STABll.IZATION OF THE BUTTER 
AND LARD MARKETS 

In 1932 the government had used its arsenal of foreign 
trade restriction in the form of quotas and tariffs to such 
an extent that domestic prices of butter and lard had been 
detached from the world market level The German 
butter price stood about 80 to 90 marks per 100 kilograms 
above the price {)f imported butter c.i.f. Hamburg. On 
June 5, 1932, the tariffs for lard were raised from 6 to 12 
marks per 100 kilograms and those for bacon from 14 to 20 
marks. At the same time, the league of German farmers 
(Reichslandbund) called for high tariffs on oil seeds and 
whale oil. The whole debate on agricultural policy and 
farm relief had turned to the problem of prices for milk. 
cattle, and hogs. 

EARLy STABILIZATION MEASURES 

When the government began to contemplate other 
methods of stabilizing the domestic fat markets, there 
were several reasons. At that time the depression was at 
its worst, as we can see now; but nobody then knew 
whether the business cycle would turn or not. The utmost 
pessimism prevailed throughout the country, nowhere 
more than among farmers. Six million unemployed and 
their families suffered from lack of accustomed income, 
and had to live on a dole approximately one-third of a 
normal laboring income. 

It was to be foreseen that the low purchasing power of 
the masses would cause striking consumption adjustments 
to the new fat prices brought about by quotas and tariffs. 

161 
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All those who could not afford butter at higher prices 
would shift to margarine or lard compounds. Such shifts 
on a large scale would unavoidably force butter and lard 
prices down after a time, even though Germany still had 
to import a certain proportion of both commodities, 
though at a rapidly decreasing rate, and therefore had not 
to fear a surplus situation. It was obvious to every student 
of the fat problem that the margarine industry would 
sooner or later become the focus of the attention of the 
farmers and the Department of Agriculture. 

Some foreign developments pointed directly to the pos­
sibilities of state intervention in favor of the dairy and 
hog farmer. In 1931 and 1932, three butter-exporting 
countries introduced measures to stabilize their domestic 
butter markets, which suffered from unexportable lor­
pluses.' Norway and Sweden introduced a compulsory ad­
mixture of 30 per cent butter to margarine. Thilled to an 
increase in the domestic demand for butter and, at the 
same time, raised the price of butter substitute. 

Holland acted in a similar but more elaborate way. 
Its margarine industry was permitted to use 25 per cent 
butter in margarine; this removed a clause of the food 
law prohibiting butter adulteration. In addition, the Dutch 
government introduced a differential package excite 
stamp tax for butter, butter-margarine, and pure mar­
garine. Thil tax wal designed to "guide" the consumer 
through prices in such a way as to insure absorption of all 
the butter surplus. In the lummer of 1932 the price, in­
cluding the tax, was 42 cents a pound for butter, 35 cents 
for pure margarine, and only 15 cents for butter-marga­
rine. The revenues from the excite stamp-tax were ear­
marked for bonns payments to all dairy farmers in pro-
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portion to their milk deliveries. This plan succeeded in 
pegging butter prices at a higher level, absorbing the 
butter surplus, and reducing margarine consumption. 

These plans encouraged the German government to 
consider similar methods under the very different cir­
cumstances of a market which had a deficit in butter and 
lard, but suffered from high costs of production in agri­
culture and generally depressed purchasing power at the 
end of a period of deflation. Before more drastic steps 
were undertaken, the government tried some measures of 
open-market policy. The Secretary of Agriculture financed 
purchases of soft fat cheese in the Bavarian area in order 
to eliminate temporary surpluses. This cheese was stored 
in refrigerated warehouses, and gradually distributed 
among the unemployed in smaIl packages at reduced 
prices. The same was done with butter, when it was con­
sidered a temporary or local "surplus"; but the scope and 
duration of the campaign were too limited for it to have 
any far-reaching effect. 

Attempts to raise fluid-milk prices under the power 
granted by the Reich Milk Law, to be described in the 
next chapter, also had only very limited results. Consump­
tion of fluid milk began to recede further; but in any event 
German farm income consisted to only a small extent of 
returns from fluid milk. As pointed out in chapter ii, it 
is the price of butter which in the end determines directly 
and indirectly the amount of returns from milk, even if 
the fluid-milk markets seem to be organized independ­
ently. 

The butter price, therefore, was the key to the whole 
price problem for all dairy products and for lard also. 
The more the weight of the grain and carbohydrate stabi­
lization made itself felt upon the markets for dairy prod­
ucts, and the more the shortage of purchasing power 
forced the consumer to make substitutions as soon as 
farm-relief methods were applied, the more it was rec-
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ognized that the instrument for drastic changes lay ulti­
mately in the margarine industry. It is interesting to notice 
how, as in the evolution of the grain-stabilization scheme, 
the trend of thought developed slowly but insistently 
toward the fat monopoly, regardless of changes in the po­
litical machinery. 

THE FAT-STABILIZATION Pll00RAM 

In retrospect, we may summarize the program u it 
finally took shape in the following meuures: 

1. A government fat monopoly will control the entire 
market for edible fats, including dairy products, and 
establish the desired prices for all kinds of fats. 

2. The margarine industry and the oil mills will be 
placed under strict government control in every phue of 
their business, and subjected to production quotu. 

3. The government will reduce the output of mar­
garine considerably and discriminate against margarine 
by imposing an excise tax on it, by forcing the industry 
to use domestic butterfat, lard, and tallow, and by various 
other methods designed to stimulate the demand for butter 
and lard. 

The strategy of these measures was directly derived 
from the grain-stabilization campaign. It assumed that, 
within a market that has been made "watertight," the 
available supply of produce can ultimately be curtailed to 
such an extent that the price must rise to the level decided 
by those who control the markeL It wu also assumed 
that, by forcing the commodity at certain strategic points 
in the market through "locks" under government control. 
it would be possible to check any undesirable movement 
on the side of the producer, the distributor, or tbe con­
sumer. ' 

The choice of such a plan wu made easier by other 
forces behind tbe agrarian policy. From the moment of 
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the run of foreign creditors upon the German banks 
which led on July 13, 1931 to the bank moratorium, and 
the consequent default on loans due and the unavoidably 
radical control of foreign exchange, the Reichsbank des­
perately tried to defend the German currency against an­
other breakdown by restricting imports and fostering 
exports. This policy gave a great deal of support to the 
farm-relief policy and all of the attempts to raise prices 
of farm products. Creating scarcity in the domestic food 
market and restricting imports became virtues in the 
struggle to save foreign exchange. The German export 
industries fought back vigorously, because they foresaw 
the loss of their foreign markets as a natural consequence 
of the abandonment of purchases of 'agricultural com­
modities in those countries which had an unfavorable 
trade balance with Germany, like France, Holland, Den­
mark, and the Scandinavian countries. As usual, how­
ever, such protests were in vain. 

The drive for self-sufficiency went ahead at full speed, 
last but not least under the auspices of national defense 
and power policy. In a first ordinance issued by the Reichs­
priisident late in 1932, the old margarine law of 1897 was 
amended! This ordinance empowered the government to 
require any factory producing margarine or lard com­
pounds to use as raw materials certain amounts of butter, 
lard, or tallow and their derivatives, and also to require 
that the same admixture be applied to imported marga­
rine or lard compounds. It authorized the government to 
regulate the production, processing, quality, packing, and 
declaration of such domestic animal fats as must be used 
as additional raw materials, and to require said mate­
rials to be bought from specified sources. It was left to 
the government to change the proportion of required ad-
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mixture from time to time. according to the available 
supplies. The most important provision. however. granted 
the right to set quotas for the production of margarine. 
lard compounds, vegetable shortenings, salad oil, and 
hardened whale oil Another provision permitted the 
government to fix quotas of domestic oil seed. to be used 
by the oil mills, pro rata with imported oil seeds. This is 
the device much used under the grain stabilization in flour 
milling. Finally. the government received the power to 
control, investigate, and supervise the entire activity of 
any margarine factories or oil mills, to penalize any vio­
lations of its decrees up to 100.000 marks fine in each case, 
and to prosecute cases of unfair advertisements by the 
margarine industry with penalties up to six months in jail. 

This ordinance of the Reichsprisident was a substitute 
for legislation, this because the Parliament had already 
been suspended and the country ruled under the dicta­
torial powers conferred by Paragraph 48 of the Weimar 
Constitution. But although this legal ordinance sup­
planted in startling fashion the old margarine law of 1897, 
several months elapsed before any action was taken 
under it. 

In March 1933 another similar ordinance followed.' 
This was not the result of relatively vague ideas about 
what might be done in the future. It was based upon an 
outright plan to organize the entire fat economy of the 
country. in analogy to the Stabilization Administration 
already operating with technical perfection in the carbo­
hydrate markets. The new ordinance established a Reich 
Fat Monopoly Administration. This was exclusively au­
thorized to pass edible fats, domestic or imported, into 
a earielized distribution. All such fats, including those 
for conv~g or mannfacturing purposes, had to be of-
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fered to the monopoly. The monopoly was not bound to 
buy, but fats offered to and rejected by it were not per­
mitted to enter the market. The ordinance extended the 
first ordinance conceruing the margarine industry to 
cover the soap and candle industries also, and thereby 
completed the control over all the national fat-converting 
industries. The government was authorized to require the 
soap and candle industries to use certain proportions of 
domestic tallow. 

On July 6, 1934,1 the government merged the last part 
of the fat economy into the control pIan by a decision that 
oils and fats for technical purposes were to be subject to 
a special control board. The decree represented a part 
of the regulation of supply and consumption of industrial 
raw materials and semi-finished products wbich em­
braced fats for technical use-in addition to wool. animal 
hair, bides and skins, colton, bast fibers, and nonpreciona 
metaIa. In order to prevent an overlapping of authority. 
the control board for technical fats was established as a 
branch of the general Fat Monopoly Administration. 
From one-fourth to one-third of the oil output of the oil 
mills was used in the linoleum and paint industries. 

In practice the entire reguIation of these industrial 
oils is operated by granting foreign exchange for imports 
of oil seeds or oils, and the fixing of prices at levels wbich 
are maintained in the desired relation to those of all do­
mestic fats. It is the aim of the government to keep in 
good shape the industries wbich use the oils and to prevent 
a shortage of raw materials; but it is also the policy to 
keep prices high enough to prevent undesired shifts, to 
and fro, between the raw materials for these industries 
and the other parts of the fat economy. 

Another provision of the ordinance of March 1933 gave 
the government the right to pass many discriminatory 
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decrees against margarine; for example, to regulate the 
use of synthetic butter-flavor ingredients, dyes, or chemi­
cal preservatives.' Requirements as to declaration, mark­
ing, and packaging of margarine could be officially pre­
scribed, although the old margarine law bad sufficiently 
required a special cube form for small packages, a broad 
red band for margarine kegs, and bold-faced-type legends 
showing the word "margarine" in large block letters in 
whatever form it might be offered. 

Other features of this second ordinance were even 
more important It was common practice in the marga­
rine industry to introduce new brands from time to time 
and to promote these by advertising campaigns. The 
industry bad also adopted the policy of offering at least 
four different grades in order to tap all the potential 
demand. The government now obtained the right to elimi­
nate the freedom of the margarine industry to supply the 
market at will with types and qualities. It could now 
decide that only certain qualities of margarine should be 
produced and sold. It could also set quotas for the pro­
duction of each of the permitted varieties, to prevent the 
margarine industry from improving its qualities to the 
highest similarity with butter in order to maintain its 
volume and returns. Beyond such quotas for certain 
grades, the government could fix wholesale and retail 
prices for the qualities under quota, and could force the 
industry to supply the poorer population with fixed 
amounts of low-priced margarine. 

In order to raise the price of margarine immediately, 
and thereby to curtail its competitive ability, the ordi­
nance gave the Secretary of Finance the power to impose 
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equalization taxes on margarine, oils, fats, and whale oil, 
and to adjust tax rates to the r.atio of domestic fats used. 

Still another provision closed a leak in the markets 
for dairy products, where imported vegetable oils had 
already begun to undermine the price structure for do­
mestic animal fats. It prohibited the production or sale 
of so-called "margarine cheese." Manufacturers of skim­
milk cheese had discovered that their product could 
easily be moved into a much higher price group by adding 
fat in the form of margarine. At little additional cost this 
could shift a relatively cheap cheese into the group of 
most favored cheeses that are imported, like the "Bel 
paese." Exactly as in the case of "Gradin" (p. 142), im­
ported vegetable oils thus found their way into the dairy­
products market. Although the processors correctly called 
their product "margarine cheese,'" the consumer did not 
resent the margarine content, probably because the prod­
uct tasted good and was low priced. 

After half a century of amazing development and ever 
increasing financial success, at the peak of its technical 
achievements and organization, the margarine industry 
thus had to surrender to the competitor which it had long 
since passed in terms of volume. With intelligent indus­
trial captains at the helm and with the best lawyers in its 
employ, the industry accepted the new legislation in si­
lence, not only because there was no legal recourse but 
also for good economic reasons. 

The dominant position of the margarine trust had 
caused the strongest resentment on the part of organized 
consumers. As an expression of that feeling, the central 
purchasing and production plant of the largest union of 
consumers' co-operative associations, the "GEG'" of Ham-

lin the UDlted States this type of cheese made from sJdm mlUr. and • tOJ'o­
eIga, fat. known .11 "Imed cheese,- I. effectually prohibited b7 aD. lnteroal 
n.mue tas. Impoaed under the Spanish 'War Rnenue A.m.. 

• Grou-Blnb.uls-Genouenschatt Deutscber Konaumftftlne. 
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burg, was building a single margarine factory with an 
initial capacity of more than 200,000 tons annual output, 
or 40 per cent of the total Gennan consumption. The 
factory building was finished before the restrictive legit­
lation was adopted, and within a few months the plant 
would have started operations. This might have meant 
wholesale losses to the entire margarine industry, includ­
ing the trust's plants. From another side also, more com­
petition became a nuisance to existing plants; new small 
independent factories sprang up in the West and made 
wholesale contracts with department stores and chain 
stores, supplying them with the product much below any 
other wholesale price. Their product was made almost 
wholly of whale oil and skim milk. Competition became 
cutthroat both internally and externally. 

Against the GEG, with many millions of organized 
laborers as its loyal customers, with a capacity of produc­
tion beyond comparison, and with the most modem equip­
ment, the advantage of efficient large-scale purchases of 
raw materials gave insufficient protection. Between the 
consumer c:o-operative factory of paramount capacity and 
the small trust-free factories, the trust and the majority 
of the other existing factories decided that it was a minor 
evil to be put under a quota system, reduced sales, and 
rigid state control Quota systems stop the competitive 
struggle for shares in the market and, instead, establish 
allotments which become the basis for a stable business. 
Moreover, the quota system and price stabilization seemed 
to offer opportunities to stabilize a favorable profit rate 
which would in general make up for increased overhead 
cost and the loss of production volume. It must not be 
forgotten that for a long time the margarine trust would 
have liked to organize the whole industry as a cartel but 
saw no c'hance to do it. Now, "Father State" did it. 

There remained the question of how to deal with the 
market for oil seeds and oil cake. Since it was not advis-
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able to put feed materials into the hands of the Fat Mouop­
oly Administration, the ordinance delegated the task of 
handling the entire import and domestic trade for oil 
seeds, oil cake, and fat-c:outaining by-products of coru­
starch extraction to the Maize Mouopoly Administra­
tiou-

These two ordinances, which together established the 
new legal standing of the margarine industry. leave one 
dominant impression upon the unbiased reader. The 
authors of those laws must have been couvinced that the 
margarine industry was the most dangerous enemy of 
agriculture, and an economic power such that only its 
complete subjugation to detailed coutrol and gag-rule 
could bar the possibility that the diabolic giant might get 
loose again. In consequence, the powerful and up-to-date 
margarine industry found itself enclosed within a limited 
and probably shrinking space, while domestic producers 
of fats gained more scope in the market for expansion of 
their production, as well as for better prices. 

Within a year sixteen further ordinances followed, 
regulating the administrative details of the new margarine 
and fat policy.> Ouly a few of the important decisions 
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contained in these administrative ordinances need be 
mentioned here. 

The quota for the total production of margarine and 
lard compounds was set at 60 per cent of the production 
in the preceding year, 1932. Technically the monopoly 
distributed an outright basic quota of 50 per cent and held 
the other 10 per cent as a reserve accessible only to fac,. 
tories which complied with the ordinances on the dis­
tribution of cheap margarine to the unemployed. 

The equalization excise tax was fixed at 50 marks per 
100 kilograms of fats of any kind except lard, bacon, and 
butter. For all oils the excise tax was collected on oil 
seeds according to their specific extractable oil content. 
The compulsory admixture of domestic neutral lard to 
margarine and lard compounds was fixed at 5 per cent of 
the total production quota. To give an incentive to use 
lard, taxes were abated to the extent of 60 marks for mar­
garine and 50 marks for lard compounds per 100 kilograms 
of domestic neutral lard and other refined animal fats 
used. 

On January 1, 1934, the fat monopoly was extended 
over all dairy products, and from February 18,1934, it also 
covered lard, bacon, tallow, and other animal fats. There­
by the fat monopoly became all embracing for any com­
modity that deserved consideration as 8 factor in the 
domestic fat market. Excepted as commodities considered 
unimportant from an administrative standpoint were 
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unsmoked imported bacon, wood oil, castor oil, and other 
unusual varieties of oils not usually produced in Germany. 
Domestic bacon, lard, and tallow were also exempted, 
inasmuch as they were produced by butchers for direct 
sale to consumers. These fats did not have to be offered 
to the monopoly. 

The Monopoly Administration forced the margarine 
industry to produce only two types of margarine-average 
household quality and a choice grade-instead of four 
different grades as formerly. As the statistical yearbook 
mentions in a footnote, the ratio of the volume of produc­
tion of "household grade" and "choice grade" has actually 
been 2 to 1. In respect of prices there happened to be three 
varieties, because on part of the household grade no tax 
was levied and the price was reduced considerably. This 
tax-free variety was available only on cards to people on 
relief and with a special permit. This procedure applied 
from November I, 1933. Thereafter this margarine was 
taxed like the other, but the monopoly paid a refund of 
the tax for all the ''fat cards" collected from people on re­
lief and delivered at its office. The fat card permitted the 
purchase of one kilogram of fat at a reduction of 50 pfen­
nigs. In the autumn at 1937 approximately 30 million 
people participated in the privilege of being provided 
with a limited quantity of margarine at a reduced price. 

EFFECTS OF THE NEW POLICY 

Some preliminary conclusions from the obvious effects 
of the operation of the fat monopoly may now be drawn. 
Most important, perhaps, was the abrupt cessation of the 
previous sharp competition between tariff-protected but­
ter, lard. and bacon on the one hand. and the duty-free 
foreign vegetable fats on the other. The restriction of im­
ports of oil seeds, vegetable oils. and whale oil created an 
artificial vacuum in the domestic market, which the excise 
taxes accentuated still further in terms of prices. Various 
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forms of unwelcome reactions and shifts in adjustment to 
state intervention, such as for years had played havoc 
with the grain-stabilization program, had been carefully 
anticipated and checked by specific devices. 

If all of the potential dynamics were not leashed, it 
was partly because certain shifts were counted upon. The 
consumer had to give up a part of his former fat con­
sumption, at least temporarily. Within the limits set by 
the monopoly, a competition for the remaining fats could 
take place. On the other hand, prices no longer depended 
on the automatic operation of lIupply-demand relations. 
They were fixed by decree. 

From the side of the producer, the perspectives were 
different. When supplies of foreign butter, bacon, lard, 
vegetable fats, and whale oil became fixed on a smaller 
scale, domestic fats were given all the opportunities to 
expand up to the capacity of the market. To what extent 
the German farmer was able to utilize that opportunity, 
we shall consider in a later chapter (p. 244). The con­
dition created by the fat-control plan for the German 
producer of fats was much the same as exists under an 
effective protective tariff for a special industry. With 
respect to the price level of the fats, it was considerably 
better, for the machinery of market control built under 
the monopoly was so efficient and so prepared for any 
emergency that, as a matter of fact, prices could techni­
cally be fixed arhitrarily at any level More than that, the 
monopoly had the facilities for numerous forms of dia­
criminatory marketing without disturbing the price struc­
ture. Politically there existed some checks, in spite of 
the dictatorial system, as the granting of tax-free mar­
garine quotas indicates. 

As the best evidence of the changed situations we may 
take two sorts of data: first, the supply figures and, second, 
the price quotations. 

Table 20 indicates that from 1932, the last pre-monop-
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oly year, until 19M, the first year of the full effect of the 
Monopoly Administration, the consumption of all fats ex­
cept cheese and milk declined from 1,708,000 tons to 
1,563,000, a decline of 8.5 per cent. In supplies of fats used 
as a spread on bread (butter, lard, and margarine) the 
reduction totaled 147,000 tous, or 11.7 per cent. On the 
other hand, if we omit cheese and milk, the total supply 
was almost precisely as high in 1934 as it was in 1929. It 
is true that the population increased from 1929 to 1934 
by 1,645.000,. or 2.6 per cent, so that the average per ca­
pita supply of these provisions declined correspondingly. 
By and large, the fat-monopoly restrictions deprived the 
German population of the gain in fat supplies that it had 
acquired during the depression years under the influence 
of decreasing prices for imported fats. 

Table ~ also shows that the domestic output of but­
ter, lard, and bacon did not respond immediately as ex­
pected. The following figures give the annual increase or 
decrease in domestic production, in percentages of output 
in the year preceding: 

c--_ U2S 1" 1m 1" ___ 1_1_1_ 

Butter. 10.1 2.& 2&.5 8.4 -3.4 11.S 13.9 4.S 5.1 -13.9 
Lard •• 13.8 S.S 21.8 8.S -I.S 4.2 &.& 7.5 4.0 5.2 
BaCClD. 13.8 S.S 21.8 8.3 -1.3 4.2 &.& 7.5 4.0 5.2 

The butter output declined from 1933 to 1934 by nearly 
14 per cent, while outputs of pork and lard both rose by 
5.2 per cent. 

The reduction in the domestic output of butterfat can 
easily be explained as a secondary consequence of the fat­
monopoly plan. Through the restriction of imports of oil 
seeds and oil cake. the available supply of protein for 
dairy production declined. Within the feeding ratio based 
on roughage of all sorts, the prominent fact is the deli-

• Par ... WdIIao7 ____ ...... __ fill ... Sur. 
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TABLB 20.-GBBMAJr CoNSUMPTION, DollOlSl'IC SUPPLIBII, AND bl' 

PORTS OP FATS, CHBBSB, .um Mn.x, ANNUALLY, 1929-30-
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ciency in protein, which had been made up by increasing 
amounts of cake derived mainly from imported oil seeds. 
The heavy use of oil cake also had secondary beneficial 
effects upon the fodder crop and its quality, because every­
thing in the cake that is not retained in the animal hody 
or used for heat and mechanical energy appears in the 
form of available urine and manure. The extent to which 
the latter factor is responsible for the high crop yields in 
Germany was demonstrated during the war, when the 
supply of foreign protein feeds suddenly stopped. 

Table 21 shows the effect of the fat-monopoly policy 
upon the supply of feed proteins. The net-imported feed 
protein fell from 1932 to 1934 by 26 per cent. The 1935 data 
for oil-cake imports, the predominant item, show a further 
radical decline. At the same time, the available amount 
of domestically produced bran and by-product millfeed 
became unusually low, since the flour extraction ratio was 
increased under the grain and bread regulations. With a 
reduced total supply of grain, and more bran baked into 
bread, a very considerable shrinkage of the share of pro­
tein for animals inevitably occurred. 

Table 22, supplemented by Chart 22, shows to what 
extent the monopoly succeeded in dissociating the domes­
tic price level for the principal fats from that outside of 
the tariff borders. It also indicates how the preceding 
tariffs and quotas had already begnn to drive a wedge be­
tween the two price levels. The table does not show any­
thing about the comparative situation of hog farmers in 

_u .. the ImpoJtcd ~etlea an malDb cheese with hlp f.t content (0&0-6, 
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the different countries; and changes in currency parities, 
government interventions (as in the United Slates in 1933 
and 1934), disasters 10 feed crops, and foreign trade regu-

TAllIS 21..--GElUUN NET IMPORTS o. I'EBoBTUFPI AND THBIR Pao­
TEIN CoNTENT, ANNUALLY, 19211-36· 

(ThoulCUUf melrtt: tOM) 

Year 00 BI'IID' l'I,b II ... 1''''' ToHI ..... _III -u Iotru_ 

1929 •••••••• 1.768 844 118 22 88 2.790 
1930 •••••••• 1.496 884 104 15 41 2.040 
1931. ••••••• 1.861 234 75 14 43 2.227 
1932 ........ 2.290 226' 79 12 24 2.631 
1933 ........ 2.045 79" 101 15 27 2.267 
1934 ........ 1.553 188' 132 iii 64 1.902 
1935 ........ 1.169 181' 126' .. 84 1.560 
1936 ........ 1.079 40- 79' .. 62 1.280 

PROTEIN COH'I'KM''I' 

1929 ........ 575 S1 49 10 8 7211 
1930 ........ 482 40 44 7 8 681 
1931. ....... 616 24 31 6 9 686 
1932 ........ 756 24' 33 6 II 824 
1933 ........ 6S1 go 42 1 II 749 
1934 ........ 522 15' M 7 18 612 
1935 ........ 373 20" :;a" .. 17' 4113' 
1936 ........ 345' 4' 34" .. 12' 3IW 

-Data _" from "" ..... -.... DaalM:lllIutb y~ •••• , 
pp. 12. as. 

-lDcluclfq on teeda ealealated III 00 eakea. .-............... - ... _- ....... 
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BIUI.ne .. RuMrdJ. Feb. 10. 1m. p. 2. 
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• &tImaled .". the aatbor. 

lations prevent any other significant use of the table. The 
only safe conclusion to be derived from these figures ia 
that the'foreign price levels for fats were much lower and 
that the German policy succeeded in removing foreign 
price pressure upon the domestic fat market. 
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These data show that the stabilization separated the 
Berlin wholesale price for butter, which in 1930 had been 
almost on a par with that at Copenhagen, by the following 
percentages in the succeeding years: 13.4,57.2, 102.5, 
177.1, 142.4, and 121.2. A comparison between the New 
York price for prime western and that for roast-dripping 
lard at Berlin demonstrates that the stabilization went 

TABLI! 22.-WHOLl!SAL8 PRICRS OF PUTTER, LARD, AND HOGS IN GBa­
MANY AND A1mOAD, ANNUALLY, 1929-36' 

(MarJlcl per 100 kUogram_) 

Butter Lard Bo .. 
Y ... 

eo ..... N .... _Uno 
~ _Un' YorkO Berlin· Warn'" -

1929 •••••••• 843.75 340.73 151.47 110.37 158.20 104.10 
1930 •••••••• 279.02 276.64 139.64 103.33 130.80 87.55 
1931. ••••••• 250.18 220.52 116.88 78.06 93.00 60.74 
1932 •••••••• 222.88 141.82 95.24 47.50 76.20 50.88 
1933 •••••••• 217.78 107.55 146.08 44.35 75.60 51.80 
1934 ........ 251.34 90.70 191.94 46.67 82.60 87.20 
1935 ........ 254.00 104.77 185.40 78.80 93.00 86.26 
1936 ........ 254.00 114.83 185.11 61.46 97.00 41.87 

• Data mainly from Statutllc1tu .1a11rbuch. 1m. pp. us. US·, 127-; fblde. 
193'. pp. W. 390, 165-, 187-; Ibid .• 1937, pp. SOl. 306. 175-, 
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much further than with butter. The Berlin price stood 
35.3 per cent above the New York price in 1930; in the 
following years the percentages were 49.7, 100.5, 233.9, 
311.3, and 135.3. A disparity of from 9 to 12 per cent 
seems to be normal on account of freight and other ship­
ping charges, while another 20 per cent may be traced to 
the dift'erence in quality and the preference of the German 
consumer for the seasoned type of roast-dripping lard. 
The rest of the spread between the New York and the 
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Berlin price must be attributed to the influence of the 
tariff and to the measures of the Monopoly Administra­
tion. 

CJIAJIT 22--GBRMAN AKD FORllIGN ParCES 0" Bu'M'BII, SUGAR, HOOI, 
AND CATTLE, MONTHLY, 1929-34· 

• Buecl on ehart ID Vlnfd/tlllnllefte all KM/rualdruf07aduut/J, 1'" JC.JP~, 
Vol. X. Put B, Po 80. 

The course of retail prices reflects, as wonld be ex­
pected, the same influence of the monopoly controL This 
is shown by the annual average retail prices given in 
Table 23. H we compare 1934 prices with those reached 
at the depth of the depression in 1932, it is striking how 
relatively little the price of butter increased in compari­
son willi the rise in prices of other fats, especially the 
third and fourth grades of margarine. Butter prices rose 
by 10 per cent, bacon 25 per cent, domestic lard 35 per 



STABIUZATION OF BUTt'ER AND LARD MARKETS 181 

cent, and imported lard 100 per cent, while third-grade 
margarine in 1934 was 125 per cent higher than fourth­
grade in 1932 and 31 per cent higher than third-grade in 
1932. Animal fats found a new price level considerably 
lower than before the depression, while margarine has 
risen above the pre-depression level. 

TABLB 23~RBTAIL PBICSS OF FATS AT BIIIlLIN STORES. ANNUALLY. 
192~6· 

(Jl .... r.. .... tOO .tIl ........... ) 

8moted Lan! 

JI __ 

'fear domeaUe CroamerT ....... butter Grade Grade Grade Grade Grade 
DomeotIe Imported I II m IV v 

1929 •• 284 237 157 412 ... ... ... ... . .. 
1930 •• 259 223 146 347 216 176 136 96 ... 
1931.. 195 184 125 310 200 160 136 96 '" 
1932 •• 172 159 91 276 160 136 96 56 ... 
1936 •• 187 181 142 273 220 196 168 132 .76-
1934 •• 216 215 182 305 220 196 126 ... ... 
1935 .• 218 205 188 311 220 196 126 ... ... 
1936 •• 218 206 ... 314 220 196 126 ... ... 

• Data tor baccm. Iud.. and butter from S'atb'belle. Jahrf1uell. 1938. p. 297; 
fbf.d.. 1937. Po 313; tor maJ'lllrlne sradea 1 and n throU8h the courteQ' 01 
Verb.ut. Verband Norddeutscher Jlolkere1m (BerUu); and tor Il"Rclea m IlDd 
IV tbroUCb the courte.:r of Deutadae Bank unci DlakoDto GelellllCbatt (BerllD) • 

• Tn...free nrleb for the needy ohtalDable on cards. 

Summarizing the results of the campaign toward the 
stabilization of the prices for bacon, lard, and butterfat, 
we may say that the government succeeded in achieving 
its aims almost at one stroke. The grain stabilization had 
to experiment for several years, suffered severe setbacks, 
a repeated collapse of its open-market policy. and conse­
quent investigations by the Parliament. All these experi­
ences, and a more thorough knowledge of the intricacies 
and shifts of the market in all its branches, were utilized 
in the preparation of the fat-stabilization plan. With the 
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complete kit of foreign-trade restrictions and contrivances 
for making the tariffs effective and in addition the pleni­
potentiary monopoly administration, the fat market be­
came "watertight," while -the persisting deficit situation 
still made it easy to manipulate the price by means of the 
suction exerted by scarcity. 

This dictatorial rule over the domestic price is, how­
ever, nothing basically new. In IIpite of all the new de­
tails, it is in essence nothing but carrying a protective­
tariff mechanism to the extreme. The real difference from 
a mere tariff situation lies in the fact that a tariff sets ob­
jective conditions under which trade and private initia­
tive may act, while the establishment of the monopoly 
administration introduces the intervening state as a fourth 
party alongside producers, consumers, and distributors. 
Instead of objective conditions we bave now subjective 
or political interference. As we shall see, the government 
did not content itself with successful manipUlation of the 
domestic price level of fats and adjustment and control 
of the price relations between fats. It began to reorganize 
the entire structure of the market itself. 
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COMPULSORY ORGANIZATION OF THE DAIRY 
INDUSTRY AND ITS MARKETS 

GoVEIINKENT REGUlATION PluOB ro 1928 

Up to the World War. the milk trade was subjected to 
certaiu requirements designed to prevent adulteration and 
to guarantee a square deal for the consumer. The legal 
basis consisted either in the Reich Food Law of May 14-
1879. or in various police laws or ordinances of the states, 
some of which dated back to the early part of the last 
century. Prussia revised its police ordinances by a de­
cree for the milk trade issued jointly by the Secretaries 
of Agriculture. Interior. and Commerce in 1912. Aside 
from tracking down milk adulteration, the state in gen­
eral kept fairly aloof from the entire field of the dairy 
markets. 

During the war. beginning in 1916. the Reich govern­
ment regulated the distribution of the shrinking milk sup­
ply in the course of the planned "fortress-economy" which 
finally embraced all agricultural commodities and indus­
trial raw materials. All these emergency measures were 
of a temporary character. and were not intended to sup­
plant the free price and market economy if and when, 
after the return of peace, it should again come into op­
eration. 

After the runaway intlation, the government again be­
gan to deal with the trade in milk. By an ordinance of 
June 6. 1924,' and another of July 4- 1925,' and finally by 
a Reich law of December 23, 1926,' adopting the identical 
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text of the latter,local governments were granted certain 
rights to license the trade in milk. margarine, and cream. 
Of 91 cities, 69 had introduced luch licensing in 1927.' 
In fact, the ordinance meant little, because the license 
could hardly be denied if the applicant could answer a 
few simple questions concerning milk, unlesa he had been 
repeatedly convicted for milk adulteration or had, at the 
time of the application, an unusually dirty place, or un­
less he could not give lome evidence that he would comply 
with the required minimum of daily turnover. 

This last provision absolutely failed to exert any re­
strictive influence, especially at a time when it ought to 
have acquired some importance for the reform of the 
dairy market. From the end of 1929, when industrial un­
employment increased rapidly and wholesale rationaliza­
tion began to set labor in banking and commercial busi­
ness free at an unprecedented rate, Imall retail trade W81 

chosen as a preferred refuge by many who had 100t their 
jobs but received a small compensation from their former 
employers. The retail cigar trade and various typea of 
retail food trade began to expand. When people applied 
for Iicensea for retailing milk, the only legal obstacle wu 
the necessary minimum requirement of daily lales. In 
case of denial of the license, applicants could appeal to 
the governor of the district. Usually the appeal wu IUC­
cessful because the applicants proved their deatitute .itua­
tion and that of their family; they also gave evidence that, 
in case of final denial of the Iicenle, they would fall back 
on the dole and become a public burden, while they would 
be able to pay their taxes and make an independent living 
if they could enter the milk trade. Theae social consider­
ations could not be ignored by the governor, and he usu­
ally chose the minor evil of granting the Iicenae, arguing 
that it did not do much harm to the public welfare if lOme 
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milk dealers had to share their income with some desti­
tute people. Some cities, like Mannheim, had restricted 
the minimum daily sale to 400 liters, while Berlin had a 
limit of 80 liters. In fact, Mannheim maintained a much 
higher actual daily turnover per retail store, while in 
Berlin many hundreds of retail stores were far below 
that level. 

Until 1928, therefore, laissez faire prevailed in most of 
the German dairy markets, with the few exceptions men­
tioned above. In the meantime, the campaign for organi­
zation of the German markets for grain, sugar, and pota­
toes gave many incentives to consider the dairy markets 
also. Large subsidies granted by the Reich government 
for building co-operative creameries or for remodeling 
worn-out plants, as well as similar grants of credits by 
some of the big banks, set in motion a good deal of re­
search on the possibilities of improving the efficiency of 
the dairy industry through better organization and man­
agement. 

In prewar literature, interest was mainly concentrated 
on problems of production and costs rather than on mar­
keting, as was a common feature of agricultural economic 
literature in general in that period. After the inflation, 
however, the analogy of industrial organization and the 
progress in industrial and commercial research, as well as 
the frictions within the markets themselves, began to give 
hints at a new dimension in agricultural economics. Dis­
sertations in agricultural colleges began to deal with 
marketing problems, and economic journals carried ar­
ticles on them. 

Early in 1928 the German Chamber of Agriculture, as 
the official political and administrative representative of 
farmers, industrialists, and some of the main banks, in­
vited an American Expert Committee headed by Pr0-
fessor G. F. Warren of Cornell University, and composed 
of nine members four of whom were dairy experts, to 
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investigate German agricultural markets and to make sug­
gestions as to how to improve the efficiency in the inter­
est of the farmer. In the fall of 1928, this committee sub­
mitted its report after four months of intensive work.' 
During the same year, the Prussian state decided to found 
the first German Institute of Agricultural Market Research 
and the first chair of marketing at the College of Agri­
culture at Berlin. In 1929 the federal government estab­
lished a second institute for market studies. 

These activities are mentioned simply because they 
indicate that it was not until 1927 that the entire group of 
problems of agricultural markets came thoroughly to the 
consciousness of the interested public, or even of the few 
men in charge of agrarian policies. In 1928, as a result 
of more " concentrated efforts, at least the outlines of the 
major groups of intricate economic and technical subjects 
began to appear more clearly. Inventory was taken of 
dairy production, its regional distribution, the dairy plants 
and their milk sheds, the city supplies and plants, the 
transport routes, and the influx of foreign produce. Very 
lOOn, interest was focused on deficiencies in technical 
equipment, in the training and knowledge of the person­
nel, and in the quality of the products. 

Within a few more years, the former lack of data and 
of basic knowledge was overcome. The previous condi­
tion is well reflected in the fact that, in spite of the exist­
ence of the minutest statistics on population, industries, 
foreign trade, employment, and dozens of other subjects, 
German statistics on the greatest single basic industry, 
dairying, were 80 obsolete and neglected that even the 
amount of milk produced was unknown, to say nothing 
of its utilization for various purposes or its distribution 
among ~e dairy plants or the enterprises of the milk 
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trade. This condition was overcome only after 1928. and 
then only slowly. With rapidly improving information 
and intensified discussion, it was only natural that the 
agricultural civil service, the state officials, and the mem­
bers of Parliament became aware of inactive, unexploited 
resources in the field of market organization. 

EVOLUTION OF THE Mn.x LAw 

Toward the end of 1928 the drive for improved legal 
provisions for the dairy markets had already crystallized 
into a first draft of the German milk law (Reiclu-Milch­
Gesetz). In essence, this draft sought to establish a legal 
status sufficient to enable the public authorities to safe­
guard milk and develop higher quality standards for it 
After excluding alI kinds of unclean, polluted. or adul­
terated milk from the market, it also excluded any poten­
tial danger from the production and distribution of milk 
through bacteria-carriers, and established standards and 
grades for quality. The draft went on to grant public 
authorities the right to license the trade in milk and to 
enforce compulsory pasteurization of milk for human con­
sumption. 

The authors of the draft did not include any provision 
suggesting any further attempt to organize the dairy mar­
ket as such. The ideology was still that of a market oper­
ating freely under the influence of supply. demand, and 
price, and policed by the state only in order to prevent 
practices unfair to the consumer. The officer of the De­
partment of Agriculture who was responsible for the 
dairy markets, and who was one of the authors of the 
first draft, said in his commentary that its underlying 
idea was that the surest way to attain good milk would 
always be through the voluntary and sensible co-opera­
tion of alI interested groups. "Improvement of the milk 
quality means increasing sales. CcMIperation strengthens 
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the common interest of all groups of dairypeople. Legal 
intervention can only succeed in 10 far BI it does not 
interfere with. but fosters, these voluntary tendencies"" 
This interpretation is a valuable historical statement, be­
cause it clearly indicates that, in the spring of 1929, the 
trend of official thought in Germany's Department of 
Agriculture had not yet arrived at anything like a concept 
of planned economy or greater state interference with 
the private business of dairying. 

After intensive work and discussion on all sides, and 
energetic pressure from the progressive southern dairy 
states, another draft of the law contained a remarkable 
insertion. This gave public authorities the power to or­
ganize milk producers and milk processors compulsorily, 
to force them to join existing organizatiollJJ, and to force 
existing associations to accept farmers. This insertion met 
strong opposition in the various Ministries of Justice of 
the States and the Reich, because the Constitution of the 
Weimar Republic WBI built on the principle that freedom 
of trade for all citizens WBI an inalienable right. It WBI 
quite obvious that to suspend free competition and arrest 
individual activity in the markets would violate the Con­
stitution. 

On the other hand. the Secretaries of Justice and the 
Supreme Court had a relatively weak position because 
other laws had already partly abolished that freedom of 
trade. A law of March 23, 1919 subjected the coal trade 
to compulsory organization. A law of April 24, 1919, did 
the same for the potash industry. Moreover, the attitude 
of the state as a whole was lenient toward price rigidities 
in the economic system resulting from monopolistic tend­
encies, thus largely ignoring the principle of freedom of 
trade. 9'mpulsory wage codes, and labor unionization, 
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trusts. and cartels in industry and trade, indicated that 
the state did not wish to defend the freedom of trade; 
instead, it was slowly turning in the opposite direction, 
toward increase of controlled rigidities with the ultimate 
aim to co-ordinate them. 

The German Supreme Court, on the other hand. has 
never contested the right of Parliament, and consequently 
of the government, to depart from the Constitution. This 
is in contrast to the traditional position of the United 
States Supreme Court, which has repeatedly left to the 
Congress no way out but that of amendment to the Con­
stitution. 

In spite of the cautious attitude of the legal advisers 
of the various states, the final form of the Reich Milk Law. 
as passed by Parliament on July 31. 1930. bestowed upon 
public authorities the power to organize the dairy mar­
kets by compulsion. The famous Paragraph 38 of the law 
is the axis of the entire legal instrument, and has had the 
most drastic effect upon the German dairy industry as a 
whole. But its importance transcends the dairy field, for 
it definitely became the model for the later reorganization 
of the entire sphere of German agricultural markets. 

The paragraph has been subjected to changes which 
considerably expanded the powers granted. and which 
also changed the guarantees. The first change was made 
by the supplementary law of May 11. 1933. another by a 
supplementary law of July 20. 1933. With these changes, 
Paragraph 38 now reads as follows:' 

1. The secretary of food supplies and agriculture can unite 
dairy farms and plants which process or handle milk or dairy 
products, as well as enterprises which handle milk or dairy 
products, for the pUrPose of regulatins the utilization and market­
Ins of milk and dairy products. 
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2. In doing 10 he must have In view a muimum of economy 
and prevention of Injury to the national economy and to the 
common good. 

3. The secretary of food supplies and asriculture can espe­
cially: 

a) stipulate by statute the rights and duties of the membera 
and the otber legal condition. of the unions. and can de­
cree that the unions have legal stalus; 

b) decide that penalties may be Imposed upon memben who 
violate the statutes or the by-laws of the union; 

c) Merge farms or plants Into alresdy existing nnlona of 
similar enterprises. and change the rights and duties laid 
down in the contracts of said union •• 

4. The secretary of food IUppIiea and agriculture can further­
more unile unions which have been organized for the regulation 
of marketing and utilization of milk or dairy products. The pro­
vilions of 2 and 3 are to be applied correspondingly. 

5. Before deciding on final measures. the secretary may isIUe 
preliminary decrees to the same end. 

6. He may delegate his powen according to 1-6 to depntie •• 
7. In 10 far .. the secretary does not make nae of his powers 

according to 1-6. the administrations of the statea may nae them. 
8. H the nnions organized according to 1-4 undertake to /I,. 

prices or deale ... • margins for milk or dairy prodncts. price co .... 
mittees must he formed which must co-operate in the /lxing of 
prices and dealers' margina that are economically justilled. In the 
composition of the price committees, producers, processors, the 
trade in milk and dairy products. and the consamen are fairly to 
be considered. 

9. No compensation for damages canaed by procedures ac­
cording to 1-7 will be granted by the Reich or 8 State. 

This paragrapb in fact granted the state full power to 
reorganize the entire dairy industry of the country from 
top to bottom. In the first wording of the original Reich 
Milk Law of July 31. 1930. it was the governments of the 
states that were empowered to act, and then only afier 
baving beard the legally representative bodies of the 
various'groups affected. The first supplementary law of 
May 11. 1933 shifted all the power to the Secretary of 
Agriculture and eliminated the requirement of any pre-
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Iiminary hearings or similar retarding or conciliatory 
preparations. 

EAJu.y LDIrrED ,ApPLICATION OF THE LAw 

Although the law was passed in the summer of 1930, 
and although so much power had been granted to the 
states, not much happened after the long public discussion 
and struggle. The independent creameries began to fight 
desperately against the application of Paragraph 38.1 
They claimed that any sort of planning would only create 
monopoly situations for the farmer; that prices would be 
pegged at a level that would reduce consumption; and, 
moreover, that the dairy industry had done its duty in 
the past without such bureaucratic interference and would 
continue to do so in the future. The CCHlperative dairies, 
which were continually struggling against the private but­
ter and cheese plants, had backed the introduction of the 
paragraph and now called for its application, of course 
hoping that such measures would help their cause. The 
chambers of commerce and industry, as the official rep­
resentatives of the independent creameries and cheese 
manufacturers, tried to prevent any hasty decisions based 
on Paragraph 38. 

In consequence. the secretaries of agriculture in the 
various states maintained a cautious and hesitant atti­
tude. the more so since all the legal advisers were uncer­
tain whether the future compulsory dairy unions would 
not be liable to pay damages for mergers or forced mem­
berships. The financial and legal status of the unions was 
still under discussion. It was not yet decided whether the 
unions would need permanent revenues large enough to 
build up strong reserves to cover damage claims, or 
whether they would function only as organized clearing-
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houses. It was equally uncertain whether they would be 
private corporations or fall under the group of corpora­
tions of public law. This condition prevailed through the 
years 1931 and 1932. 

Apart from the more technical problem. involved, the 
obvious contlict of the new law with the underlying phi­
losophy of the German economic system was disturbing 
the minds of a large number of those who bad to deal 
with the subject. In spite of all the experimenta in .tate 
intervention and in state or public enterprise, the economy 
of the Weimar Republic still rested essentially on the 
principle of freedom of trade and the liberal tendency 
toward a free price economy. It was quite clear to 
everybody who had any basic economic knowledge that 
any real application of Paragraph 38 must lead straight 
into a planned economy with all ita consequenc;es. 

Here and there, first trials of the new powers were 
made. The progressive dairy organizations in the South 
and West used Paragraph 38 to legalize their former re­
strictions; these had not yet been contested in the courts, 
but legally stood on drifting sand. Prussia tried to set up 
a first compulsory union for dairy farmers in the East. 
For the Province of Brandenburg, a state commissioner 
for the compulsory unionization of dairy farmen was ap­
pointed, and the drive started. His activity resulted in 
the formation of a dairymen's league of all the farm­
en who shipped milk to the city of Berlin. The league 
then allocated quotas to ita members, whereby the total 
sale was pooled according to a composite formula based 
on average deliveries of the three preceding years and the 
acreage of the farm. This quota system solved the prob­
lem of adjusting supply and demand. It served to equalize 
the price paid to farmers c.i.f. Berlin. But it also demon­
strated the immense difficulty of fitting the quotas to indi­
vidual needs of farms without being unfair to the ma­
jority. 
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The market quota apparently had only a small effect, 
sometimes no immediate effect, on the market itself. To 
the individual farm, however, it meant everything in the 
difference in management and organization. Formerly, 
the rotation of crops, the division between tillage and 
grassland, the size of the dairy herd and the intensity of 
its management, the utilization of the milk, and the flow 
of cash returns, all had to be adapted to the changing 
opportunities in the market, to the special resources of 
the farm, and still more to the special skill of the farmer. 
Now, under the quota system, the paramount duty is to 
adapt every factor to make the best use of the fixed quota. 

The farmer still has a large margin for his private ini­
tiative, but it is obvious that the remaining margin of 
freedom depends on the organization of the farm. A 
farmer who has 70 per cent of his acreage under grass, 
and who receives perhaps 80 per cent of his income from 
sales of milk, will lose most of his freedom of action, 
while a neighbor whose milk sales account for only 20 
per cent of his returns may be better off than before. Such 
an injury may be mitigated through the distribution of 
compensatory additional quotas, but it is simply impos­
sible to find a formula that fits all conditions equally well. 
This is the crucial alternative. No formula, however in­
geniously devised, will ever attain the flexibility that ex­
ists without it. A strait jacket will still be a strait jacket, 
even when tailor-made of rubber, though it may not seem 
to hurt 80 badly if everybody has to wear one. 

During the years between the passage of the Reich 
dairy law and the energetic reorganization of the whole 
dairy industry-from the summer of 1930 to the end of 
1932-the situation of the dairy farmer became more and 
more unsatisfactory, as we have seen, because of the dis­
proportionate reduction of the returns from non-stabil­
ized commodities as a consequence of grain stabilization 
(pp. 151-56). The demand of dairy farmers for effective 
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relief measures for their products gained atrength. At the 
same time, the general political situation of the country 
was such that a deadlock prevailed between the depart­
menta of the Reich and those of the statea. The uncer­
tainty created in the twilight of the parliamentary ma­
chine, and ita consequences, also hampered the reform of 
the dairy markeL Under normal circumatances, a slow 
but steady progress might have been expected. Thia pe­
riod of gestation makes it easier to understand the later 
sequence of eventa. 

After the establishment of the dictatorial regime in 
March 1933, the laws supplementary to the Reich Milk 
Law were issued in May and July. With the totalitarian 
state in operation, any delay or hindrance to the activity 
of the sovereign secretaries of the Reich government was 
eliminated. Laws are no longer passed through Parlia­
ment, but issued by the Secretary with the approving sig­
nature of the Chancellor. 

The final shaping of Paragraph 38 of the Reich Milk 
Law did not start activity immediately. Before such steps 
were taken, the whole realm of agriculture was reorgan­
ized. For that vast reform the dairy law to a certain 
extent provided the modeL 

THE REICHSNAmlsTAND, 1933-34 

On September 13, 1933, the Chancellor and the Secre­
tary of Agriculture issued a "law providing for the pre­
liminary organization of the Reich Food Estate and for 
measures to regulate the marketa and pricea for agricul­
tural commodities.... The Reichsnihrstand is a compul­
sory cartel embracing the economic sectors of agricul­
ture, forestry, horticulture, fisheries, and game resources. 
Within these sectors, it includes producers, processors 
and coDverlers, all the agricultural co-operative associa­
tions, and finally the entire wholesale and retail trade in 
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agricultural commodities and food in general. Every 
member of the farm population in the widest sense be­
longs compulsorily to the group of producers, no matter 
whether he is a farm owner, a farm laborer, a tenant, a 
landlord, a renter of a strip of land, or a family member 
of one of these. 

The concept of the Reichsniihrstand, like many other 
institutions reinstated under National Socialism, is di­
rectly derived from the social organization of the Middle 
Ages and from the political philosophy of the corporative 
state of Italian fascism. It is a mixture of the. guild idea 
with that of the three basic "estates" or groups of society 
-the food realm, the armsbearers' realm, and the educa­
tive realm which embraces the church and institutions 
of learning. At the same time, the new Reich has assimi­
lated many elements of the modern cartel structure. 

For our present purposes, it is convenient to regard 
the institution economically and legally as an all-embrac­
ing, compulsory cartel under public control and manage­
menl Its ultimate purpose is to abolish the free price 
economy in the markets, and to replace it by a system of 
strictly controlled supplies, prices, and trading. It aims 
at establishing stable prices for long periods and at equal 
prices to all producers at the market. But it goes much 
further. It seeks to do away with price competition in 
the markel The only competition left is in the service of 
waiting on the customer, and in the cleanliness and ap­
pearance of personnel and store. Competition is curtailed 
in the field of wholesale trade as well. Futures trading has 
been abolished as unethical speCUlation. The merchant is 
to be transformed into a distributor who does his duty 
according to quotas and who may not compete with his 
fellow-merchants for a share of their business. 

Under the three ordinances supplementary to the law,' 
the ReichsnBhrstand has the legal status of a self-govern-
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ing body at public law. It has the duty of seeing that the 
unwritten "code of honor" of the Estate-of-the-Food­
Realm is not violated. This code of honor sets the stand­
ards of fairness, and authorizes prosecution and punish­
ment of all those who deal unfairly. The Reichsniihrstand 
is the legal successor to the body that formerly was the 
official representative of German farmers, namely the 
chambers of agriculture of all the provinces or states, and 
their overhead organizations. The law creating it em­
powers the Secretary of Agriculture to join together any 
persons or groups of persons belonging to the Reich Food 
Estate, to set up new organizations and dissolve existing 
ones, and to force some to join with others or accept more 
members. This is the precise parallel to Paragraph 38 of 
the Reich Milk Law and is directly and avowedly derived 
fromi!. 

This extraordinary power is the cornerstone of the 
entire law. It permits the Secretary of Agriculture to scrap 
any existent corporation or other association of men or 
enterprises, and to set up an entirely new structure of the 
whole market from top to bottom. according to hi. own 
design. And thi. hfU been done. The law also empowers 
the Secretary of Agriculture to exert any control or to 
interfere with the business of individuals, co-operative 
associations. or other corporations whenever he consid­
ers it necessary, or to delegate such power to his deputies. 
Compensations for the consequences of any such activi­
ties are prohibited. Finally, the Secretary of Agriculture 
has full power to impose fines up to 100,000 marks, or cor­
responding jail terms, for any acts in resistance to his 
decisions. In addition, he may terminate such enterprises 
as soon as the penalty has become legally effective. 

It is already obvious that the dictatorial principle pre­
vails throughout. The net has been made still tighter by 
the co-ordination of the office of the Secretary of Agri­
culture, the chief of the Reichsniihrstand. and the chief 
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of the League of the German Yeomanry (Reicm-Bauern­
FUhrer). All three offices are held by the same person, 
who is appointed by the Chancellor. 

The all-embracing cartel is composed of regional units 
coinciding with the regional units of the yeomanry, which 
is composed of all owners of entailed hereditary home­
stead farms. The cartel levies contributions which are 
taken in by the collectors of state revenues and are pre­
cisely equivalent to an earmarked tax. In addition, the car­
tel is permitted to charge fees for the use of its manifold in­
stitutions and services. The cartel drafts a preliminary 
budget for the following year. The budget haS to be signed 
by the Secretary of Agriculture, who is the sole auditor of 
the financial affairs of the cartel. This breaks with the 
traditional principle that the Supreme Auditing Chamber 
is solely responsible for auditing all state or public ex­
penditures. Other control functions of the state and the 
disciplinary power over the cartel are exclusively vested 
in the Secretary of Agriculture. This de jure makes im­
possible any interference on the part of the other depart­
ments, such as the Departments of Commerce or Eco­
nomics, in protecting interests of trades or industries. 

In the second ordinance supplementary to the law, the 
cartel was granted the additional power to establish courts 
of honor for the maintenance of the code of honor among 
the members. It is expressly stated that such courts may 
deprive officers of co-operative associations, members of 
the managing board, or members of the board of directors 
of such associations, of the ability to exercise any of the 
functions of such offices. 

REORGANIZATION UNDER THE REICHSNAHRSTANn 

Under the third supplementing ordinance the cartel is 
divided into ten different branches: 

Crops and vegetable products 
Livestock 
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Brewing industry 
Sugar industry 
Starch and spirits 
Fisheries 
Fats, milk, and dairy products 
Provisions and lUxury foods 
Timber and wood markets 
Food retail trade, in so far as it is not included in the 

other groups 

Every person or enterprise engaged in the production. 
collection. processing, converting, or distributing of milk. 
fats, and dairy products is, by law, a member of Branch 
No.7 of the Food Cartel and belongs to its regional uniL 
The setup of the cartel is so extremely elaborate that it 
lies beyond the scope of this brief discussion to explain 
it in full detail, but Chart 23 shows its general outline. 
The whole concept of the new market order is based 
upon. and all the technical details are derived from. the 
military system of organization. This is nowhere truer 
than in the sphere of agricultural markets, for which vut 
charts, prepared with the utmost pains and precision. 
have provided for every conceivable tuk or emergency. 
The traditional system of groupings and organizations 
that had grown up was deliberately scrapped. The func­
tioning of the total market hu been switched from these 
to a new mammoth cartel which receives its orders from 
the headquarters in Berlin via the provincial offices down 
to the county offices. ThUl hu been achieved the so-called 
"co-ordination" (Gleich-Schaltung), which means the per­
feet synchronization and standardization of action and 
will between the high command and the rank and file. 

On March Zl, 1934. a few weeks after the issue of the 
third ordinance concerning the formation of the Reiche­
nihrstand, an ordinance for the compulsory organization 
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of the Gennan dairy industry was issued.1 Under Para­
graph 38 of the Reich Milk Law it forced every dairy farm 
into a local group of milk producers, every creamery or 

CHART 23....-8ET-UP OP THB ADMINISTRATION PDR FATS, MILK, AND 
DAIRY PRODUCTS WITHIN THB I\BICHSNABaSTAND, 1937-38· 

SECRETARY Of AGRICULTURE 

ADMINlSTRATM DIVISION 1 

Men In Atrlculture 

• Baaed on H. Re1aehle and W. Saure, Del' Refchsn4hr,ta.n.d, Aa(baa, Auf­
(laben 1Uld' BflIeu.1anf (2e1 ecl.. Berlin. 1838), pp. 26, 27, 215. 

dairy plant into another group of milk processors or con­
verters, and all milk dealers into a group of a third type. 
These three groups were combined into a Milk Supply 
Union (Milch-Versorgungs-Verbiinde). each of which cov-

1 "VerwdnUIlI Gber den Zusammeosahiusl der deutschen Mllchwlrtschaft.­
Mar. 27, 1934, lIelch.CJnet%l~latt • .. 258, ael G.,.Ue IIJId VerorcInlUlgeJl Aller die 
.lfUcA",IrfWtc('. pp.. 186-U. 
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ers one or more counties (Landkrei,e). Several milk sup­
ply unions were combined into a provincial Dairy Market 
Union (Milch-Wirt,chaft.-Verbiinde). Finally, the ordi­
nance created, as the overhead association of all dairy 
market unions, the Central Union of the German Dairy 
Industry (Deut.che Milchwirt.chaftliche Vereinigung. ab­
breviated as Hauptuereinigung). To this vertical organi­
zation from local units up to the Central Union, three 
other groups were joined by the decree but attached di­
rectly to the Central Union. These were the union of 
processed-cheese factories; the union of milk- and cream­
preserving factories (comprising the producers of con­
densed milk, sterilized milk, dried milk. dried cream, 
etc.) ; and the union of butter and cheese wholesalers and 
brokers. 

To make this new organization effective, the ordinance 
dissolved all unions which had previously been organized 
under Paragraph 38, and transferred their rights and 
duties to the milk supply unions. To insure perfect con­
trol through the new organization, the establishment of 
any new creameries required the obtaining of a special 
permit from the president of the Central Union of the 
German Dairy Industry at Berlin. 

To avoid any disorder within the cartel machinery, the 
ordinance provided that the Central Union should give 
orders only to the dairy market unions, that these should 
give orders only to the milk supply unions, and that the 
latter should give orders only to the groups of producers, 
converters, and distributors. This established the typical 
military or bureaucratic sequeuce, in coutrast with the 
previous commercial arrangement that had practically 
no hierarchy. To prevent the affairs of the milk cartel 
and its subsidiary institutions from breaking into the 
ordinary courts, and thereby casting doubts on the full 
power of the cartel. special courts of arbitration were set 
up composed of one Dominee by each party and one 
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arbiter. The court of arbitration formed at the Central 
Union is the court of last instance. 

The ordinance did not leave it to the future or to 
further research to draw demarcation lines between the 
local and larger unions,but completely subdivided the 
entire territory of the Reich among 79 milk supply unions 
and 18 dairy market unions. The latter cover almost ex­
actly the territory of the Provincial Yeomanry Unions 
(Landesbauernschaften). In general this division, shown 
in Chart 23 (p. 199), follows the boundaries of the milk 
sheds as they had developed historically, but within these 
general lines large territories were reorganized. 

Before we can discuss the actual consequences of the 
reorganization for the farmer, the other groups involved, 
and ultimately the market itself, some features in the 
framework of the cartels and their functions remain to 
be pointed out. The milk supply unions, as well as the 
dairy market unions, are not allowed to do any business 
of their own or to participate in any business transactions. 
Their duty consists merely in "regulating supply and de­
mand and in stabilizing business." 

Each milk supply union has three organs. A president 
is appointed for a term of two years by the president of 
the superior dairy market union, in agreement with the 
provincial leader of the yeomanry. Besides the president, 
there is a board of directors and an assembly of deputies. 

The most important function of the milk supply unions 
is the fixing of producer prices for milk and of the margin 
down to the consumer. They do not fix prices of butter, 
cheese, and preserved products; these are fixed by the 
president of the Central Union for the whole Reich. The 
president of the milk supply union fixes retail prices for 
fluid milk and farm prices for milk, with the aid of a 
consulting price board, composed of 5 representatives of 
the group of milk producers, 3 representatives of the 
group of creameries and dairy plants, 3 representatives of 
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the milk distributors, and 2 representatives of the group 
of consumers. The representatives of the first three groups 
are appointed by the president of the superior dairy mar­
ket union in agreement with the leader of the yeomanry; 
and the representatives of the last group are also ap­
pointed by the president, but in agreement with the leader 
of the Women's League. It is obvious that the composi­
tion of the boards is such that the milk producers have 
the heaviest weight, unless a majority of the creamery 
representatives vote with those of the distributors and the 
consumers. Even then, the whole board has only advisory 
powers and the president fixes the prices. The required 
agreement between the president of the dairy market 
union and the provincial leader of the yeomanry, for all 
appointments except those of the consumer representa­
tives, gives almost every guarantee against a price policy 
displeasing to the farmer. 

Each dairy market union has the duty of effecting 
smooth co-operation between milk supply unions under 
its direction, and also between them and the group of 
butter and cheese wholesalers in the region. It, more­
over, fixes the prices of cheese.' Each dairy market union 
has a president, appointed by the president of the Central 
Union, and a board of directors similarly appointed and 
composed of one representative from each of the subordi­
nate milk supply unions. The board of directors may veto 
decisions of the president, but the president of the Central 
Union has final decision. 

The Central Union of the German Dairy Industry has 
as its members the dairy market unions, the union of but­
ter and cheese wholesalers, the union of preserve manu­
facturers, and the union of the processed-cheese factories. 
Its organs, appointed by the Secretary of Agriculture, are 
a president and a board of directors composed of one 

• All _Ie .. __ ID Tallie a 4P. 217). 
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representative of each of the member organizations and 
five other representatives. 

The entire cartel setup under the Reichsniihrstand 
would have been a .complete duplication of the former 
non-centralized but actively operating system of inde­
pendent and c<HIperative organizations, and their na­
tional overhead organizations as well, among dairymen, 
creameries, merchants, brokers, and financiers. The cartel 
machine was built upon the conviction of the Secretary 
of Agriculture that the entire system of associations and 
organizations of all sorts was not worth any attempt at 
reorganization. It was assumed that the reform of the 
old system would take too much time, give·rise to passive 
resistance, and finally not lead to a well-functioning cartel 
It was, therefore, determined to build the cartel as if no 
organization had previously existed. Only the bricks of 
which the former system consisted-the farms, the dairies, 
and the merchant enterprises, plus some of the market 
agencies and exchanges-were used in building the new 
cartel, which was built precisely according to blueprints 
drafted in the Department of Agriculture. In liille more 
than a year every single association of milk farmers, milk 
dealers, and creameries was dissolved, and the last rem­
nant of the former system disappeared. 

ACHIEVEMENTS OF TUB REoRGANIZATION 

In a brief resume of the achievements of the reorgani­
zation of the entire dairy market through the instrumen­
tality of the cartel, we have first to recognize the great shift 
in the total functioning of the market as such. Before the 
cartel, the German dairy market consisted of independent 
individuals or privately organized individuals in the fields 
of production, collection, conversion, and distribution of 
milk and dairy products. Acting in a free price economy, 
they adjusted their activities primarily according to the 
prices determined by supply-demand relations. It is quite 
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wrong to assume that under that regime nothing Wal 
planned or organized, but there was nothing like a central­
ized command and no opportunity for coercion to attain 
particular ends. Competition and the greatest share for 
the most efficient were the driving forces, mitigated by 
many personal relationships and traditions. Tbe state 
acted mainly a,s a policing force in the market, to insure 
obedience to the rules and traditions of the game. 

Under the cartel. the market has changed completely. 
A huge synchronized and co-ordinated machine operates 
from the moment the commodity leaves the farm until. 
through all the channels of transportation, conversion, 
assembly, storage, and distribution, it reaches the final 
consumer. This machine is controlled by a vast civil ser­
vice in' its various moving parts, with one man at the 
master control-board. This commander represents the 
interest of an entity made up of all dairy farmers, all 
converters, all merchants, and all consumers--on the 
assumption that the well-being of the farmer is supreme in 
the interest of all. Price is no longer the mobile factor 
under the influence of the total markel It no longer pro­
vides the incentives for consumption and production, or 
supply and demand, to adjust to its oscillations. The 
price has become relatively stable. Most of the price 
curves are of the typic!ll monopoly type: straight lines 
with eventual steps but no .continuous oscillations. The 
level is arbitrarily fixed at a point supposed to be sufficient 
to meet the costs in each field of production, conversion, 
or distribution for every one engaged in the business, and 
then to leave a "just" profit in addition. 

Prices for butter, wholesale and retail, are fixed by 
the Reichsnahrstand throngh the Fat Monopoly Admin­
istration, as pointed out in chapter ix (p. 164). Those 
prices remain the foundation npon which the structure of 
all milk prices paid to farmers ultimately real Many of 
the founders of the new milk cartel had hoped to separate 
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fluid-milk prices from prices of butter and cheese; but the 
economic forces responsible for the stratification of prices 
in the dairy market under a liberal market constitution 
proved so strong that even the all-embracing powerful 
cartel could not emancipate itself from them. 

The cartel, however, approached the problem of milk 
prices in such a way as to reduce the disparity between 
farm prices for milk paid to dairymen in the neighborhood 
of the main markets-that is to say, in the hypothetical 
fluid-milk zone-and farm prices for manufactured milk 
in the more distant zones. Such a mitigation was the 
necessary compensation for the erection of strict bound­
aries between fluid-milk zones and zones for manufac­
tured milk. 

The method applied had been developed in Switzer­
land more than a decade earlier. It consists of deducting a 
fee from the returns for fluid milk, and distributing an 
equalization bonus to the farmers who receive only the 
price for manufactured milk. In most of the territories the 
cartel levies 1 mark on every 100 liters of fluid milk sold; 
in others the levy amounts to 2 marks, and in the Palat­
inate it is 4 marks. This provides an equalization fund of 
approximately 35 million marks a year .. Half of the con­
tributions to the fund is redistributed within the territories 
of the provincial dairy market unions, and paid as a 
bonus to farmers with a low farm price for milk; the other 
half is distributed for the equalization of manufactured­
milk prices all over the Reich. The equalization operates, 
so to speak, by laxing sales of fluid milk and disbursing the 
tax revenues pro rata over the sales of manufactured milk, 
thereby seeking to bring returns for individual farmers to 
a common level 

The farm prices for milk are adjusted to the quotations 

I See the comprehensive 1W"'t'eJ' on the dalIT market reculaHon In the S11Qooo 
cia,. edlUon of the FrankfUrter Zeff'lln" of Aus. 22. 1837. I\elchsaus&abe No. Di­
ll, Po 115, "IIIlcluaari<tonlnWlll ala BeIspiel, - b~ Dr. G4Dter Ee.\ ..... 
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made by the provincial milk unions. The whole Reich is, 
therefore, cut up into fifteen different price areas, just as 
price fixing for other commodities establishes many price 
planes for each. Table 24, supplemented by Chart 24, 

TABLII 24~WBlOHTBD AYl!IIAOB FARM PRICES OP MILK IN THE SKY-
BIIAL PRICR RBoIONS OP GallANT, 1934 .urD 1935-

(Marb p" fOl) kUognmul 

L East PrDB8ia .......................... .. 
IL Eastem "Mark" ........................ . 

m Baltic Provlnces ........................ . 
IV. Northem "Mark" ....................... . 
V. Lower Saxony .......................... . 

VL RbineIand-Westphalla ................. .. 
VIL Hesse ................................... . 

vm Central Germany ...................... .. 
IX. "Kormark" .............................. . 
X. Silesia .................................. . 

XL Saxony ................................. . 
XIL Baden, Palatloate ...................... . 

xm WUrttemberg ........................... . 
XIV. Bavaria ................................. . 
XV. ~ AllgAu" , ........................................ . 

9.35 
10.'" 
10.63 
11.01 
10.96 
12.18 
13.21 
11.66 
12.63 
11.11 
12.89 
13.84 
13.~ 
11.98 
11.70" 

9.96 
10.86 
10.95 
11.59 
11.46 
12.52 
13.08 
12.25 
12.31 
11.41 
13.31 
14.<)8' 
13.38 
12.76 
11.70" 

• I. G. P .. -1DdaatrIo. • ..,..,/u1u z~u...,.a. UN. pp. II, YI, .. 
Except: .. lDd.Jeated JD lootDota CI mul t, prlcea an , ..... ereaaICI7.. .III Il1I 
eua eqoalbatloa boD1ga an lDdadecL 

• F.o.b. mtlk...:ollec:UDI atattoo.: lanD pl"lea aboat 1.2 pl~ Ie-.. • __ m1lk .... J'. 

shows the areas and the weighted average price received 
in each by farmers in 1934 and 1935, including equalization 
bonuses. The interregional differences are caused by dif­
ferences (a) in the proportions BOld as fluid milk, (b) in 
the retail prices for fluid milk, (c) in the fat content of the 
milk, and (d) in the efficiency of creameries. The broad 
decline of price levels toward the East is explained in part 
by the higher land values and higher price levels in gen­
eral in the West., with a gradual decline toward the East 
In the case of wheat this has led to the establishment of 20 
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different price zones, which also show a gradual decline 
toward the East. 

The Reichsniihrstand claims that the reorganization of 

CHART 24.-RxoIONAL AVERAGE FARM PRICES OF MlLIt 
IN GERMANY, 1935' 

(MarM p~r 100 ldloaram,) 

1 ••• ,A"q 

• POI' 1Oun:e and Dotes. see footnote under Table 24. 

the milk market under the cartel has succeeded in re­
ducing the dealer's margin considerably, whereby the 
farmer gains without charging the consumer more. The 
explanation given is that, on the one hand, large savings 
have been made through a more efficient organization of 
contracting for milk, economies in overhead costs, re­
arranged hauling routes, and elimination of the risk factor, 
while on the other hand superfluous dealers have been 
forced out. It is asserted that the milk wholesale trade as 
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the former middleman between contracting farmers or 
creameries and retailers has practically di8appeared be­
cause the milk unions regulate the supply. However, a 
part of these saved costs reappear8 in the form of taxes 
for the Reichsniihrstand. Efforts have been made to 

CIIAIIT 25~A VERAGB RETAIL PRICE, FARM PRlCS, AND GRGS. MAROI" 
FOR FLum MILK IN FOUR GBRMAN CI1"1BS, 1932 AND 1934 • 

• Adaptod bam _ III _ ~ ODd B. A. .... _ All",.,. rur4 

Dareb'~ da IIuuIwIrI.duJ/Utdun Jltuklord~. (Plapdutftal .. 
BelcIuDIbntoDdo VoL XXXIV. IIerllu, 1_1, p. 17. 

eliminate many of the independent milk distributors who 
started' business during the depression when no other 
employment was available. With the improved situa­
tion in the labor market and a 8hortage in labor in SOnte 
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occupations, this is a sound development which would 
have come anyway. But the reform of milk markets has 
not dared to touch the problem of eliminating the dupli­
cation of service by competing milk distributors. The 
proportion of milk delivered at the doorstep is much 
smaller in Germany than in the United States, as a result 
of the relatively small part of bottled milk and the higher 
cost. Nevertheless, the services of two or more competing 
retailers frequently overlap in the same apartment house. 
The attempt to assign certain city blocks to one retailer 
exclusively has been abandoned and has been replaced by 
an assignment of blocks to three competing distributors. 
The same continuation of overlapping services is true for 
towns and places where farmers receive licenses to peddle 
their own milk. But a restrictive tendency prevails with 
reference to the grants of renewal of retail licenses. 

Chart 25 gives some samples as an illustration of the 
curtailment of dealers' margins and the maintenance or 
reduction of fluid-milk price which the cartel claims. 

This assertion of the cartel officials is correct as far 
as the farmer and the dealer are concerned. With respect 
to the consumer, it does not tell the whole truth because, 
under the stabilization of the fat market, the consumer has 
to pay higher prices for other forms of milk, such as 
butter and cheese. The fluid-milk price has not been raised 
more, because the consumer would then have curtailed 
his consumption 'still more, and the dairy industry would 
have lost more from reduced volume than it would have 
gained from the increased price. At the same time, artifi­
cial separation of the fluid-milk price from the butter price 
gives rise-even under a dictatorship-to all the illegal 
forms of bootlegging milk from manufactured-milk zones 
into fluid-milk markets. Moreover, if the price of milk 
rises high enough, millions of consumers refrain from 
buying milk and start producing milk of their own with 
goats, a practical diversion in most parts of Germany. 
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The reason why the cartels are conciliatory and ac­
knowledge the necessity of a certain degree of competition 
is the assumption that only through a maximum of ser­
vice can the last potential marginal demand be activated. 
What the housewife considers as a "good service" depends 
largely on very subtle personal reactions to the particular 
salesman who may switch his customers from one milk­
supply company to the other. The danger of losing a 
certain proportion of the demand by interference is an 
important warning against too much regulation in the 
retail field. With prices fixed and quality also fixed, the 
real competition has been transferred with more vigor 
into the entire spbere of services, which include charge 
accounts, prompt response to changed orders, delivery at 
earliest morning hours, and similar demands. 

It is impossible to calculate at what level the price of 
fluid milk would be if only the price of butter had been 
stabilized through restriction of fat imports, and there 
had been no fixing of cartel prices for producers and re­
tail trade. It is safe to say that the difference hetween 
the prices of fluid and of manufactured milk would be 
larger by the amount of equalization payments. Beyond 
that, one cannot even guess; too many factors affect the 
prices. In general, it seems to the writer that the price 
level as fixed does not differ essentiaIly from the "natural 
price level" that would have developed behind the fat­
monopoly protection, except for the equalization pay­
ments. 

In other respects, the cartel has achieved what it was 
expected to do. Price wars in fluid-milk markets are over. 
The supply is regulated through quotas and percentages 
thereof, fixed weekly or daily. The fluid-milk zones have 
been co!1tracted by achieving almost 100 per cent deliveries 
in the near-by area and transferring all the manufactur­
ing. as well as the shipping of additional equaIizing 
amounts of fluid milk. to the more distant districts. 
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But the cartel achievements which are more valuable 
from the standpoint of strict economy, and which cannot 
be denied by any objective observer, are in other direc­
tions. They begin with the control of investment and 
planning in the system of creameries in the manufactured­
milk areas. The Central Union of the Dairy Industry has 
to license any new investment in creameries. Its market 
research division and its engineering division co-operate 
in the investigation that precedes any grant of a license. 
The credits from governmental and private sources for 
the construction of new creameries or for remodeling ex­
isting ones totaled some 35 million marks in 1934; and 
from 40 to 50 million marks in 1935 and 1936.' Such con­
trol had been developed on a smaller scale by some 
central banks, beginning in 1928. With the unification of 
the dairy industry, the control has approximately the 
same effect as that exerted by the National Dairy Prod­
ucts Corporation, as a holding company, over its affiliated 
and subsidiary dairy companies all over the United States. 
The German cartel has started the construction of cream­
eries where they were needed but absent. In many in­
stances, it has forced competing corporations or rival c0-

operative associations to merge for their own benefit. 
Where a creamery was obviously badly managed, or in­
efficient because of inadequate mechanical equipment, 
the cartel saw to it that the necessary changes were made. 
And in many cases the most drastic action led to the 
liquidation of plants which were mislocated, had become 
superfluous, or were in a condition that did not warrant 
reconstruction. 

Other important improvements consisted in the re­
organization of the membership of creameries. A map­
ping of the hauling routes from farms to creameries 

J. FrIedrich Ac.kermann., "Molkerelen und AUSllelch. nrel Gnmclfalr.tOftD, 
lIlllehwlrt8cbaftllcber Ilarktonln1lD& - Dcat.clte JlolhreueftuRg. Mar. 21. 1035 • 

• Eelser artlde In ~ Zdmn.. Auc. ZI., 1m, ~ou:sb clted.. 



212 THB GERMAN FAT PLAN 

showed that they usually overlapped considerably. Some­
times such maps showed a criss-croSB system of haulings in 
opposite directions, most of the hauls passing one or two 
creameries. Here a clearing system was set up under the 
milk supply unions. 

In brief, the cartel has successfully undertaken to 
attack all those problems of management within the field 
of milk utilization which present themselves as soon as 
large areas can be considered as a unit or an industry 
under one managemenl The cartel, with its 18 sub-cartela 
and their 79 sub-sub-cartels, comprehends the entire in­
dustry of pasteurizing, butted - making, cheese - making, 
evaporating miIk, and producing milk powder. This c0-

ordinated and co-operating unified enterprise is consid­
ered the service machine for the dairymen and the con­
sumers, and the utmost efficiency of this machine is the 
controlling objective in all controversial matters. 

The functioning of the industry likewise comes under 
the jurisdiction of the cartel It has the power-and uses 
it most energetically-to regulate the output of certain 
dairy products. It regulates the stocks of commodities 
in storage, diverts supplies from certain markets, and 
contracts them at others. Before the cartel these duties 
were partially performed by merchants, broken, and es­
changes. Now they are a part of the policy of the cartel, 
and the merchants are simply executives obeying orders 
from above. 

The cartel, moreover, may go farther than the mer­
chants ever could, by regulating the demand through cer­
tain devices. For example, an ordinance of 1934, concern­
ing cocoa and cocoa products, increased the required 
minimum content of milk and of butterfat in various 
types of. chocolate. Before, it was sufficient if a "milk 
chocolate" contained 12.5 per cent dry-milk substance. 
The ordinance provided that "eream chocolate" must have 
a minimum content of 15 per cent dry-miIk substance and 
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at least 8.25 per cent butterfat, that "whole-milk choco­
late" must have no less than 20 per eent dry-milk sub­
stanee and 3.2 per eent butterfat, and finally that "skim­
milk chocolate" must have at least 20 per eent fat-free 
dry-milk substance. A compulsory admixture of skim­
milk powder with flour in the bread-baking !ndustry lies 
in the same direction. 

The cartel uses the evaporated-milk industry as a 
shock absorber, and changes the quotas for anyone of the 
products according to the necessities of the total market 
and the priee policy. It decides that sometimes whole­
milk powder shall be manufactured in large amounts. As 
soon as it finds that a shortage exists in the butter mar­
ket, it immediately closes down the whole-milk powder 
production and switches the milk into butter manufac­
turing. The same is true for block milk,' block cream, 
evaporated whole milk, evaporated skim milk, skim-milk 
powder, and casein. It is obvious that such operations are 
not profitable from the standpoint of the factories pro­
ducing those products, but the cartel can compensate for 
losses caused by sudden changes by adjusting the prices 
of these products accordingly. 

STANDARDS, GRADES, AND QUALITY IMPROVEMENT 

The cartel has improved the position of all the cream­
eries and cheese factories by a suceessful campaign 
against the churning of butter by the farmer. In 1934, 12.1 
billion liters of milk were so used for butter production 
and 2.1 billion liters for cheese making. The creameries 

1. -moekmllch- t. whole milk evaporated to • conslatenq permttttnc aile-­
Inc.. with lupr added. 'lb.e lqal minimum. content Is 12 per omt tat and 21 
per cent fat .. tree d..,...m.llJr. auhltance; the maximum water content is 10 pel' 
cent. and the permUted coaUna of cocoa butter must Dot u.oeed 1 per cent 01 
the total welCb.t. ftBlockaalme" 1a aImtlar17 naponted cram with 18 per cent 
tat. 20 per cent ht-tree drJ' IUhltance. 18 pel' cent water, aDd 1 per cent _ttq 
of COCIOIl butter. "Ente VerordnUDII WI' Auatt1hro.D8 des pelch,mllchp_aa.­
Kq 15. 18St, 1I.'do ........ '''''. I, 150. 
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received only 6.9 billion liters for making butter and the 
cheese factories 405 million litera. Thus both together had 
only 51 per cent of the output of butter and cheese, in 
milk-equivalent. The other 49 per cent was still made by 
the farmer. It is the aim of the cartel to force through the 
creameries and cheese plants all the milk that reache. 
the market in the form of cheese and butter. This process 
is already under way. The farmers are compelled to 
join creameries or cheese plants, and to deliver all the 
milk that is not retained on the farm either for home con­
sumption, in one form or the other, or for direct sale to 
consumers. 

This will have a most beneficial effect upon the whole 
dairy economy. Because small separators do not work 
efficiently, separating and churning on the farm inevitably 
resulted in feeding a considerable part of the butterfat 
in skim milk to calves and pigs. On the other hand, the 
quality of butter turned out by the farmer is very low 
compared with the standard of creamery butter, because 
the cream undergoes "wild fermentation" and cannot be 
pasteurized and cultured on the farm because this re­
quires too costly an equipment. Buttermaking on the 
farm is all right for the part that is consumed on the 
farm because this need not keep long; but in a modern 
marketing system, farm butter does not meet the essential 
requirements of a standardized quality product. 

It may be expected that, within a few years, the Ger­
man creameries will receive practically all the milk that 
is to be manufactured. The latest reports claim that in 
1936 about 80 per cent of all manufactured milk wa. de­
livered to the creamery plants. This development will 
compensate the creamery industry for many of its hard­
ships under the cartel Since the total volume of milk and 
butterfat may be expected to rise under the influence of 
the curtailment of margarine supplies, this too will aid 
the creamery and cheese industries. 
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Other important achievements are based on legal pro­
visions and on the activities of the Reich Milk Cartel. By 
a butter ordinance of February 20, 1934, uniform legal 
standards for butter were established.' The standard 
comprises five different grades: 

1. German Certified Butter (Marken-Butter) 
2. German Fine Creamery Butter (Feine Molkerei-

Butter) 
3. German Creamery Butter (Molkerei-Butter) 
4. German Farm Butter (Land-Butter) 
5. German Cooking Butter (Koch-Butter) 

Grades 1 and 2 are put under a rigid system of inspection, 
which embraces the creameries as well as their products; 
the eagle brand marks Grade 1 as of certified quality. 
The ordinance lays down explicit definitions, aud the 
entire procedure for inspection and administration of the 
standard and the grades is delegated to the provincial 
cartels, the dairy market unions. Mixing of butter, which 
was the usual practice in some parts of the butter trade, 
is forbidden under extreme penalties. Finally, the or­
dinance compulsorily regulates standardized packing and 
marking of the package for butter in wholesale and re­
tail quantities. 

A similar ordinance established the standardization of 
cheese.' This does not mean that the number of cheese 
types was reduced, but rather that the essential names and 
terms of the market vocabulary, as well as the measure­
ments of quality; have been precisely defined. Eight 
different grades differing in minimum butterfat content, 
calculated on the dry substance, were established as fol­
lows: 

t "Verordnuna ilber die Schatfu.nC elDhelWcher Sorlen YOD Butter," Feb. 20, 
183'- R.'c:h..,..da:blalt. I. 117 • 

• "Veronbnm. t\her die Schatfu.nC elDhelUlcber SorteD. .. on KIM." Feb.. 20. 
1834, Be(chqt"'zblatt. I. 114. 
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1. Double-cream cheese ••.••••.••••. 60 
2. Cream cheese •••••••.•..•.••.••• 60 
3. Full-rat cheese •••.••••••••••.••. 45 
4. Fat cheese ••••••••.•.•••••••••.• 40 
5. Three-quarter-rat cheese • . • . . • • • • • 30 
6. Hair-fat cheese •••••••••••••••••• 20 
7. Quarter-rat cheese •..••••.•..•... 10 
8. Skim-milk cheese ••.•..••..•••••• UDder 10 

In addition. it was stipulated that certain cheese types 
could be produced only all special grades under this stand­
ard. For example, Gervais types were permitted only 81 
Number 1 (double-cream grade); Bel paese, Brie, Stilton. 
and Imperial types could be produced only 81 Number 
2 grade; and Emmenthaler (Swiss, Gruyere) exclusively 
as full-fat cheeses. All cheeses with brand names had to 
comply at least with the full-fat grade, and Camembert 
at least with the fat cheese grade. "Leather cheese" and 
80ft rennet cheese were permitted as quarter-fat or skim­
milk cheese. Table 25 indicates how the standardization of 
varieties serves as the base for the fixing of prices for 
dairy products in all three stagea--larm. wholesale, and 
retail. 

The cheese ordinance ends by establishing a system of 
cheese control numbers, with a registered control label 
made of casein for each individual cheese loaf similar 
to that in use for two decades in Holland, and with reg­
nlation of branding and declaration of cheese on the pack­
age material. Imported cheese has also been subjected to 
a compnIsory declaration of standard and grade on the 
wrapping material 

All these measures are not crops that grew in one or 
two yellIll of the rule of the cartel. They were prepared 
through many years of intensive lltudy and thorough dis­
cussion in the variOUII departments and the parliamentary 
councils of the pre-dictatorial period. The German Eco-
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TABLB 25.-FIXBD PRICES OP CUBES", KURMABK, Wax OP SBPTBM­
BRB 21-28, 1936· 

(11 .... 0 _110 leU_.) 

PrIee to Price to BetaD 
TenDI produaer retaU price 

lItO .. 

Raweheese 
Doubll>CreBIIl eheeee .. .... .. .... .. .... c.U. 
CreBIIl eheese, butter eheese......... cJ.f. 
Full·fat eheese 

Bavarian EmmentbBier ••••• •.•••. f.o.b. 
Stelubuseher ...................... cJ.f. 
Plate Brie ........................ c.1.f. 
Camembert ....................... c.i.f. 
Beer .............................. f.o.b. 

Fateh888e 
Edam .............................. cJ.f. 
Gouda....... . .......... ........... c.1.f. 
Limburger ........................ e.1.f. 
Romadour ........................ cJ.f. 

Half·fat cheese 
Breakfast ......................... cJ.f. 
Limburger ........................ e.i.f. 
Romadour ......................... cl.f. 

Lean eheese 
Sour-milk" ........................ c.1.f. 
Square ............................ f.o.b. 

Cottage eheese ...................... f.o.b. 
Pasteurized eheese 

Full·fat 
Emmenthaler 6/6 pack .......... .. 
Emmentbaler 1 kg. block ........ .. 
Emmentbaler 2 kg. block ••••.•••.• 

HalMat 
Tilsiter 1 kg. block .............. .. 
Tllslter II kg. block .............. .. 
Limburger 112 kg. block .......... . 

lro-l90 180-220 22&-265 
83-85 95-99 120 

93 110 140 
76- 80 9!f- 95 120 

80 70 90 
83-108 108-127 127-160 

75 9(f- 95 120 

78- 82 86-92 1O!f-12O 
78- 82 86-92 1O!f-120 

68 76-78 100 
71 80-85 100 

48-58 63- 73 78- 88 
44 48-50 60 
52 60 73- 83 

3!f- S3 S4-S7 45-50 
20 28-32 4!f-50 
17 

116 126-136 156 
98 lOS 120 
95 103 120 

56 85 80 
53 63 80 
50 58 65- 70 

• Aa published b,. the pl"O'riDcIal dalr:r market UDloa. HKurmark.- Deat.dt. 
lfolJ:ereuethl .... Sept. see 1930. 

• Bar»-, Cua'Wa7'-t F1.t~ PoIDt-. Cow~ 

nomic Council (Reichswirtschaftsrat) had dealt, in many 
sessions, with the advisability and the best methods of 
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standardization. What must be credited to the cartel and 
its influence is the enormous energy put behind these 
principles, the removal of obstaCles or dilatory tactics, 
and the thoroughness of its administration. Within three 
years an advance has been achieved that otherwise would 
have taken at least twice as long and that would by no 
means have come 80 comprehensively. 

To be fair, however, it must be said that Switzerland, 
many years earlier, had organized its national dairy in­
dustry with equalization fees and one national cheese ex­
port corporation. exClnsively by co-operation. without 
compUlsion. and with an efficiency that can easily bear 
comparison with the German cartel. Holland had de­
veloped.a system of cheese control into an internationally 
recognized model institution many years before Germany 
thought of it, and again without using more than a legal 
provision for inspection of cheese plants. Even the mar­
garine legislation was a Dutch and Swedish device in 
principle, operating in both countries without subjecting 
the whole dairy industry to any comparably severe dis­
cipline and compUlsion. 



CHAPTER XI 

OTHER EFFORTS TO CLOSE THE "FAT GAP" 
IN THE FOOD SUPPLY 

THE POUCY IN GENERAL 

With the fat monopoly in control of the entire domestic 
fat market, and with the dairy industry perfectly cartel­
ized throughout, the ambition of the Reichsniihrstand and 
the policy of the foreign-exchange dictator are by no 
means exhausted. It is the aim to close the "fat gap" en­
tirely-to render Germany independent of imported fats 
and fat-producing materials. 

From the standpoint of monopoly price policy, one 
might argue the desirability of leaving the "fat gap" per­
manently open, because this would permit continuing the 
control indefinitely without giving rise to a surplus situa­
tion that might require complete reshaping of the intri­
cate machinery; but a number of reasons outweigh such 
arguments in Germany. Food supplies are considered 
basic for national defense; and so long as the country 
does not produce all its essential food within its own 
borders, the economic general staff considers this resource 
inadequate and regards the country as unprepared for 
emergencies. The strict control of foreigu exchange and 
the persistent shortage of foreign exchange lead to the 
same reasoning from the standpoint of currency manage­
ment and foreign-trade policy. Last but not least, the 
German farmer considers it his great opportunity to ex­
pand his output until it equals the national food demand. 
It is obvious that such expansion has the great attraction 
that it promises to reduce overhead costs, and thereby 
improve the profitability of farming in general. Unfor-

219 
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tunately, the gain made by better utilization of overhead 
may be absorbed to a certain extent by increasing costs 
under the influence of diminishing returns. For food com­
modities as a whole the total gap ,till represents about 20 
per cent of the value of the national food consumption. 

Largely as a direct consequence of grain stabilization, 
Germany had attained self-sufficiency in carbohydrates in 
1932. In meat it was also self-supporting, on a rough esti­
mate. The real gap in the domestically produced food 
supply was and is the shortage in fats. Considering in­
direct imports in the form of feeds, the "fat gap" is around 
1.2 million tons of pure fat, or 60 per cent of the national 
consumption of fats. This is immense, and indeed much 
greater than was realized at a time when autarchy propa­
ganda swept the country. The National Socialist govern­
ment and the Reichsniihrstand are doing their utmost to 
close this gap. 

The regime has copied the Italian battaglia del grana 
and the Soviet Five-Year plans by a national drive for in­
creased food production called the Battle of Production 
(Erzeugung •• chlacht). This is an integral part of the Four­
Year Plan, which covers the entire economic system of the 
country. All producers are urged to do their utmost in 
order to reach a national goal of 100 per cent domestic 
supplies of all foodstuffs and feed materials. 

INCJlEASDfO OIL-SEED PaODUCTJOJf 

The Four-Year Plan also includes some measures 
which seek to increase production of fats by subsidizing 
special branches. The Maize and Feed Monopoly Adminis­
tration pays an equalization subsidy of 50 marks for 
every 100 kilograms of oil crushed from domestically pro­
duced rapeseed, mnstard seed, and linseed, provided the 
German farmer is paid a minimum price of 30 marks per 
100 kilograms of rapeseed and 22 for linseed. Beechnuts 
and poppy seed receive the same subsidy. 
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As shown by Table 26, the oil-seed acreage has been 
rising rapidly and it will probably continue to rise. Decem­
ber figures for the winter-rape area also show a persistent 
upward trend. The average yield per hectare, moreover, 
has risen steadily with the increase in acreage. From 1932 
to 1935 rapeseed yields were 1.23,1.31,1.57, and 1.72 tons 
respectively, and flaxseed yields were. 65, .72, and. 75 tons 
respectively. This is probably due to more intensive culti­
vation, the choice of the best land for oil seeds, and the 
adoption of oil-seed cultivation by the most progressive 
and efficient farmers. 

TABLE 26~AIIBA AND PRODUCTION 0 .. OIL SEEDS IN GBBMANY, AN­
NUALLY, 1932-36· 

Year 
Area (ILfcIt.,.,,) Seed produced (!MCrio tou) 

.:.rr"" Ra .. PI"" Hemp ':tru: Ra .. PI"" Hemp 

1932 .... 10.517 6.017 4.500 800 ..... 7.414 ..... ..... 
1933 .... 9.992 5.103 4.339 200 9.870 6.702 3.168 ..... 
1934 .... 35.528 26.738 8.790 400 48.430 42.096 6.334 ..... 
1935 .... 69.279 47.004 22.275 3.636 97.524 80.901 16.623 1.954 
1936 .... 93.671 64.804 44.087 5.630 132.642 100.218 32.424 3.449 

• Data from ,"on del' Deoken. Dea,tadalculd. Vcnol'lJllRll •••• , p. 97; 
Statutl.chel labrbuch. 1.937. pp. M-85. 

The farmer's calculation of returns can best be shown 
by a comparison of gross returns per hectare from wheat 
and rape in 1932 and 1936. Both of these are main prod­
ucts whose by-product, straw, may be neglected for this 
comparison. Under German conditions both crops require 
good soil, heavy fertilization, and cultivation. If we take 
as the basis for the comparison the average yield per 
hectare harvested in 1935, namely 2.22 tons of wheat and 
1.72 tons of rapeseed, the gross returns per hectare work 
out as follows: 
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Price (DUU'b po ton) Retural (m4l'b ptr htdard 
Prodwot 1832 UN 1832 UN 

Wheat ••••••••• 230 188-210 511 417466 
Rape ...•••.••. 157 300 260 516 

In 1932 the farmer's gross returns from rape would 
have been only about half as large per hectare as from 
wheal In 1936 he could expect a cash return from rape 
better than even the return from wheat in the best price 
region. Hence in 1932, considering only these two crops, 
it was reasonable to increase the wheat area and to grow 
little or lesa rape, while in 1936 the farmer could hardly 
do better than to grow all the rape he could afford. Since 
wheat prices are fixed for 20 ditJerent regions varying 
from 188 marks to 210 marks, while oil-seed prices are 
the &an1e all over the country, this might tend to stimulate 
the growth of rape, especially in the low-price wheat 
regions such as the Easl 

Despite the rapid increase recently, however, the acre­
age in rape and flax is very small in absolute terms. Other 
factors are responsible for not growing these crops. With 
well-balanced manifold rotations, and especially difficult 
adjustments necessary to maintain the balance of the 
labor load during the growing seasons, it is not exclusively 
a question of cash returns. 

Rape cultivation. moreover, is a rather intricate job. 
The plant is subject to several damaging diseases, espe­
cially if much nitrogen fertiJizer is appJied. Rape bas in­
sect pests too. When it becomes ripe, the birds concentrate 
on the rape field and do much damage. Finally, rape has 
to be mowed at night or during the early morning hours 
to prevent seed from shattering. The harvesting wagons 
have to be covered with large cloth sheets to prevent the 
seed from spilling. All of these considerations prevent 
large expansion of the proportion of rape within the rota­
tions. Of course, the greater the ditJerence in returns, the 
Jess weight such obstacles have. 
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Rape cultivation will probably concentrate again in 
the same regions where it was formerly densest. Chart 26 
shows that formerly one rape belt lay in the coastal plains 
and another in Silesia, both of them on loam or clay soils. 
Other clusters of intensive rape culture were scattered 
from the central part of the country to the western border. 
and also south of the Danube to Lake Constance. 

CJI.urr 2~ ABBa. IN GEalLurY. 1883* 
IBcdI dot ........... t.lIo ........ ) 

·_ ..... __ ...... _ID~_ 
SIlat4 flea ....................... lit ne..bdt,trrnI. 0J"IPDaII7 frmD. v .... 
",~ ... _~ .. __ ......... 1133, IIdt 4 Po 7. 

The question of increasing the acreage of ftax is stilI 
more difficult. Flax in Germany is primarily a fiber plant, 
although special varieties with high yields of seed have 
been bred since the war. Flax must be grown on fields that 
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are absolutely clear of weeds. The highest price is paid 
for raw fiber which is free of weeds and has been pulled 
from the ground, instead of being mowed, since this givea 
a longer fiber. Flax is therefore typically a plant requiring 
intensive use of labor and lies in the domain of the amall 
farm. There, however, the rotation is usually already 
adapted to the labor available in the rush period of the 
summer and fall. This puts the brakes on any radical in­
crease in flax acreage. Nevertheless, the premium that 
flax promises with the subsidy may be high enough to 
lead hundreds of thousands of small flU'Dla to put in .mall 
strips of flax. 

In addition, there are large-scale farms growing Bugar 
beets which have grown flax before. Their advantage lie. 
in the hoe-crop land, which has practically no weeds, and 
in large labor gangs that can be thrown for a day or two 
into flax cultivation. These farmers mow the flax, instead 
of pulling it up by the roots as small farmers do; thia 
reduces both yield and price, but it also reduces labor 
costs. 

Germany's supply of flax fiber in recent years, as com­
pared with 1913, was as follows in metric tons of pure 
fiber:' 

y.... _Ie 

1913 •••••••••• 13,000 
1934 •.•••••••• 5,000 
1935 •••••••••• 14,000 
1936 •••••••••• 30,000 

~ 
81,000 
48,000 
31.000 
18,000 

Total 
94,000 
53,000 
45.000 
48,000 

To produce lOme 40,000 tons of flax fiber to replace recent 
imports, the country would need approximately 50,000 
hectares under cultivation for fiber. In 1936 the area in 
flax was already 44,000 hectares. It may well be that the 
couna-,. could consume much more linen, which is pre-

S Dda I:a roand ..... from. "011 del' DeebD. B~ tier .elfln."... ___ .. U __ lWUa_t __ 

~ lIoF. -lSI, _ U31), .. 116. 
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ferred by the German Hausfrau as a more durable mate­
rial than cotton or the mixture of cellulose-staple-fiber 
with cotton; but as soon as the point of saturation of the 
present demand for fiber is reached, flax prices will de­
cline, tending to prevent a further increase of the flax 
acreage. 

The limitation that holds for flax as an oil plant ap­
plies also to hemp. In order to produce at home the aver­
age net import of 20,000 tons of hemp, the country must 
cultivate approximately 21,000 hectares of hemp. Beyond 
that, the price would suffer from fiber surpluses, and this 
would tend to prevent further expansion. 

Beyond the limit of the domestic market's capacity for 
flax and hemp fiber, therefore, the further production of 
vegetable fat depends on the rape cultivation. As a single 
product without by-products, rape is hampered by no 
limitation from the market side. 

The achievement of the Four-Year Plan, especially 
with respect to the increase in domestic oil-seed pro­
duction, is widely publicized in Germany. Great satisfac­
tion is taken in the increase of the acreage by 1,000 per 
cent. That indeed is a change. As soon as we look at the 
total "fat gap," however, the achievement shrinks into 
insignificance. If we calculate the average extractable 
fat content of rapeseed at 36 per cent, and that of linseed 
at 32 per cent, the 1936 crops would represent 46,406 tons 
of oil. This amount is subject to deduction for seed re­
quirements, which are relatively high so long as the total 
acreage is increasing. Let us assume that the total output 
of oil is 40,000 tons nel The net import of vegetable oils 
plus whale oil was 857,000 tons in 1934, about 728,000 in 
1935, and in the months from January through September 
1936 about 651,000, pointing toward a 1936 figure of about 
800,000 tons.' The German supply of oil from domestic 

I Data h'OID L G. FuIJott-In4_ .. SIatU,IuA. -. ..... 11_ 1NC. 
Pow. 
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seeds would be just 5 per cent of these net imports. In 
addition, approximately 90,000 tons of oil cake were ob­
tained from the domestic crops. This is over 8 per cent 
of the net imports of oil cake plus cake from imported oil 
seeds (Table 21, p. 178). At the same time, on approx­
imately 100,000 hectares of land maiuly wheat has been 
displaced. Assuming that all of it was formerly wheat 
acreage, this has opened a gap of 220,000 tons of wheat, 
which has to be made up at least in part by higher yields 
on the remaining wheat acreage. 

INClIEASING BUTTEIlPAT PRODUCTION 

Other efforts of the Four-Year Plan center on the in­
crease of butterfat production. Since the Maize and Feed 
Monopoly Administration curtailed the import of oil seed. 
and oil cake, the dairy industry has to get along without 
the additional feed protein that was formerly imported. 
The total net import of digestible feed protein' in all forms 
of feed materials declined from 938,000 tons in 1932, to 
776,000 in 1933, to 680,000 in 1934, to 507,000 in 1935, and 
in 1936 to approximately 450,000 tons, or less than one­
half the amount available in 1932.' 

It is obvious that the dairy industry needs a .ubstitute 
for this large amount of protein. A notable .tep in this 
direction has recently been taken. On March 23, 1937, the 
Commander-in-Chief of the Four-Year Plan issued a 
decree, effective January I, 1937, by which prices of nitro­
gen fertilizers (except cyanamid) were lowered by 30 
per cent and prices of potash fertilizers by 25 per cenL' 
This decision is the more remarkable because for many 

'Tbe ...... -_ f .... __ (_4alle6u 11_.) .. _ Ia 011 
Genaau food _ ........ It Ia _ OD tho _ 01 aeu.... _ r_-
IlDII 01 tho AplcalIIInl ~ &tau.._ 

• L G.. FarbeD-lDda..Ib1 .". ell .. p. til. 
·-V~"tt elM IIdcbIIIIIbntaD 1IJ7, .... 22,- ..... 11. tm. 

_blaU.J,a7 .. 
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years the German farmers' league (Reichslandbund) had 
desperately struggled for such a reduction. The fact that 
fertilizer sales at good prices in the domestic market sub­
sidized the export of German dyes and drugs had always 
stood in the way of such welcome farm relief. The labor 
unions backed the chemical industry in its resistance to a 
more drastic reduction of prices of synthetic nitrogen. 
They were afraid of increased unemployment in case 
the chemical industry should lose its competitive power on 
the world markel If all such objections no longer carry 
weight, it again indicates how strongly agriculture is 
entrenched politically. 

A few figures will indicate how the price of the most 
important fertilizer has changed. Per 100 kilograms of 
pure nitrogen in ammonium sulphate, c.i.f. farmers' rail­
road station, average annual prices in marks were as 
follows: ' 

Yea. Price Year Prlce Year PrIce 

1913 ..... 132.00 1929 88.98 1934 67.50 
1930 83.40 1935 65.25 

1926 ..... 99.89 1931 78.77 1936 ..... 66.33 
1927 ..... 93.79 1932 ••••• 73.18 1937 ..... 50.00 
1928 ..... 91.36 1933 ..... 70.08 

Compared with 1926, the price of nitrogen has been cut 
in half, while the index of commodities sold by farmers 
fell by only 23.5 per cent." Even on such low prices the 
chemical industry will thrive if the volume of sales in­
creases correspondingly so that overhead costs are re­
duced. Recently, moreover, technological progress seems 
again to have reduced the costs of producing nitrogen as 
the main product, while the cost of by-product nitrogen 

1. Data fl'om Sta.U.,bela .. lahr~ucA. 19M. p. 287, except that the 1937 Aaure 
I, eltimated. aCCOl'd.loa to the decree of Mar. as.. t837. 

a The ltu-a8 1D.dex waa t8l. whUe that of 1935-88 was tOt. 
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has declined with the stepping up of the German steel 
output. 

The new prices of pure nitrogen make it possible for the 
German farmer to begin to use this important lever for 
higher yields on a different scale. For the dairy industry 
this simply means that it now pays better to convert nitro­
gen via grass into butterfat. With the safely established 
stable price level for butterfat and the reduced price of ni­
trogen and potash, no risk from the price side is involved. 
It remains only for good management to learn the limits 
upon more intensive fertilization. Since fertilizer is only 
one among many cost items, it is obvious that a rather 
favorable new calcnlation of joint costs may be made. 

The consumption of fertilizers by German farmers has 
expanded as follows, in thousand metric tons:' 

PunDl_(K) 
y..... oqum,Jent 

1931-32 ••••• 325 
193Z-33 ••••• 353 
1933-34 •••.. 382 
1934-35 ••••• 425 
1935-36 ••••• 490 

Pun_"'(K,O) 
equJ ... aJeot 

540 
615 
713 
816 
9411 

Pun phoopbDr!e odd 
(pp.l_nlent 

395 
398 
461 
544 
636 

Nitrogen fertilizer is manufactured from the air in Ger­
man factories in such abundance as to yield a large ex­
portable surplus. Basic slag as the main form of phos­
phoric acid fertilizer is a by-product of the smelting of 
iron ore. Mter the depression it again became available in 
larger amounts as soon as the iron and steel works began 
to resume their full production with the rise in general 
business activity. The existing capacity of German ferti­
lizer plants probably permits a considerably larger output 
without much new investment. These circumstances ex­
plain wby every effort is made to bring this powerfnl 
force into play in the Battle of Production. 

'Data _ L G. F-'op. elL. Po 'I'lL 
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During the years 1930-32, as shown by Table TI, the 
ratio between a unit of butter and the amount of oil cake 
it would buy was unusually favorable to the feeding of a 
large quantity of .high-protein concentrates. Since then 
the ratio has changed to the disadvantage of the fanner 
who used to feed a large proportion of oil cake. The 1936 
ratio was not far from the prewar ratio, which also pre­
vailed at the peak of the business cycle in 1928 and 1929 
when butter prices were high. 

TABLE 27~RBLATIONS BBTWEEN GERMAN PRICES OF BuTl'BII AND OF 
Soy-BEAN M&u., 1913 AND ANNUALLY 1921H16· 

PrIceI (ftWU't. pw to.> Prlcentlo 
Year (butter to 

Bu.ter Bor·beaD meal lOy·beaD meal) 

1915 .............. 2.493.00 147.80" 16.92 

1926 .............. 8.407.20 196.40 17.85 
1927 .............. 8.464.20 200.30 17.30 
1928 .............. 8.591.70 216.70 16.57 
1929 .............. 8.437.50 203.50 16.89 
1930 .............. 2.790.20 141.50 19.72 
1981 .............. 2.501.80 128.50 19.47 
1932 .............. 2.228.80 111.20 20.04 
1938 .............. 2.177.SO 122.60 17.76 
1984 .............. 2.518.40 147.20 17.07 
1985 .............. 2.540.00 142.40 17.84 
1986 .............. 2.540.00 157.73 16.10 

.. Data from SitU,.,uche./aArbacA. 19.!'. p. 285; "'"id •• 1937. p. 30t • 
• Calculated. from the price 01 peanut eake. atnee no data are .~e for 

lO7 .. hean meal prlcea In 1818. 

Under the fat-monopoly program, the changed ratio 
has favored the use of home-grown fodder. Only farmers 
with a high efficiency of the dairy herd and relatively 
good prices for milk can now afford to feed concentrates. 
With the high profitability of dairying in relation to other 
crops, and with much additional scope for expansion of its 
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market, every farmer is doing hill best to increase his 
output of butterfal But the means toward that end consist 
in a slow process of intensifying home-grown fodder 
crops, especially for winter feeding. 

The main question in the dairy industry is how to pro­
duce sufficient quantities of farm-grown feedstuffs of 
improved quality-which means primarily higher protein 
contenl There ill no opportunity to add to the acreage. 
The projects for reclaiming swamps and waste lands, 
which are perennially suggested and are financed and car­
ried though on a small scale. account for nothing worth 
considering in the run of five or ten years. To enlarge the 
total output of agricultural production is therefore ex­
clusively a question of greater intensity of cultivation. 

The Four-Year Plan continues the work that had been 
vigorously organized and financed by the Department of 
Agriculture since the war ended. All over the country the 
installation of drainage-tile systemll on tillage, and of 
open-ditch drainage and dikes with pumps for pastures 
and meadows, is financed by long-term loans at minimum 
interest rates. As soon as the water ill thus under control, 
it becomes feasible to use fertilizer, since there ill no longer 
the risk that it will be washed away. Improvements in the 
fodder basis for cattle embrace all the known methods 
of better management, beginning with good seed mixtures 
for grasses, clovers, and alfalfa. continuing with the utili­
zation of manure at the right time. and extending to 
mechanical treatment of the green land and more mow­
ings in order to harvest more protein and less cellulose. 

ExPANSION OF SILAGE 
Another element in the Four-Year Plan. which ill also 

the continuation of a policy adopted in 1927 by the Depart­
ment of Agriculture, is the financing of silo construction by 
long-term loans. The regional distribution of the silo ca­
pacity at the end of 1935 is shown in Chart 7:1. The rapid 
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CHART 27.-GBOGIlAPHlCAL DISTRIBUTION OF SILO CAPACITY IN 
GBRMANY, END OF 1935* 

(Bad dot rep,.,.ent. 100 cubic meter.) 

• Reproduced from. I. G. Farbea.-Induatrle,. Oil. eft .• pp ..... 15. 

recent growth is suggested by the following round numbers 
of silos built under this program:1 

Year Number 
1931 .......... 4.000 
1932 .......... 7,000 
1933 .......... 21,000 

Y ... 
1934 
1935 
1936 

Number 

.......... 34,000 

.......... 67,000 

.......... 86,000 

Besides the grass that is available for grazing on pas­
tures, the roughage for cattle consists of hay, some legume 
straw, mangolds and similar root crops, and silage. It is 

I. Data hom. Wtrhcbatt lilt" StCllfara. 1Ia,. t. tm. Po ass. Prior to 1I31a 
....... 18.500 bad beea bullt, 
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only during postwar years that silos have come into gen­
eral use in Germany, and some time elapsed before 
methods of obtaining good silage from the rather acid 
plants available were developed. Today farmers use any 
green plant substance that is available for storage: grass, 
clover, alfalfa, mixtures of legumes and grains (especially 
vetches with rye), mangold leaves, sugar-beet tops and 
leaves, sweet lupines, and some other green crops. Either 
molasses or special acids are added to secure a fair lactic­
acid fermentation. The breeding of rapidly maturing va­
rieties of maize has also been successful, so that today 
maize for silage-is grown in all parts of Germany. 

Storage of roughage in the form of silage has special 
merits in Germany, because the weather for haying is 
often such that a good deal of the hay is either lost en­
tirely, or its quality spoiled by repeated wetting. thereby 
making it almost worthless as feed for milk cattle. The 
Economic Department of the Chemical Trust has esti­
mated that, in order to secure sufficient silage to feed 20 
kilograms per milch cow per day for 200 days a year, the 
country needs another 35 million cubic meters of silo 
capacity in addition to the existing 4.3 million. In other 
words, nine-tenths of the necessary silo capacity is still 
lacking. Under the Four-Year Plan the attempt is being 
made to build up the silo capacity rapidly, so that silage 
can be carried over for one or more years. 

How valuable an equalization of the fodder IUpply for 
cattle through silage would be can be Been from Table 28. 
The sharp reduction of the hay crop in 1934 forced the 
dairy farmel'll to cull their herds heavily. 

0rHEa PBODUCDOJI APPaOACBES 

The government is also attacking the butterfat problem 
through improvement of dairy herds and their manage­
menL The Reichsniihrstand is trying to extend the official 
milk-yield control, or herd test for cows, over the entire 
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TABLB 28.--GERMAN HAY PRICRS, AND CROPS OP HAy AND PRINCIPAL 

FODDER ROOTS, ANNUALLY, 1928-36· 

Baytn1eea- OroP (tnaUoft ""trio tou) 
Yeal' (mart.. 

",,'on.) Ba, 11_' -.. , 
1928 .............. 45.20 30.2 22.6 8.0 
1929 ...•.•..••...• 66.00 31.2 24.2 6.7 
1930 ...••••.•••.•• 36.10 37.0 30.4 7.6 
1331 ••.••••••••••• 30.30 37.0 29.8 8.3 
1332 .••.••••..•••• 27.30 37.0 34.5 9.3 
1933 .•••..••...•.• 26.10 32.8 30.7 9.2 
1934 .••••••••.•.•• 66.60 26.4 33.8 7.6 
1935 ..•••••••••••• 67.20 33.2 34.7 9.0 
1936 •.•••••••••••• 89.40 40.2 37.8 8.9 

• Data from Sta.tutuchf!. Ja1I:rbuch. 1938, pp. 91-93; 'bid., 1937. pp. 83-85. 
801. 

• Berlla. t.oob. pl'Oducer'. atatlon. 
• Futt~rraben. 
• Kolllroben. 

German herd. In 1931 hardly a million milch cows out of 
a total of 9,658,533 were tested. From 1934 to 1936 the 
percentage under test rose from 11.2 to 36.0.1 The prog­
ress has been extremely different in the various regions 
of the country. In 1936 Brunswick had 95 per cent of all 
milch cows under test, Hanover 39.1 per cent, and Bavaria 
24.1 per cent; in other parts of the country the percentage 
remained very low, in Hesse-Nassau only 3.4 per cent. 
Denmark had 39.6 per cent and New Zealand, its great 
competitor in the Antipodes, 16.6 per cent. It is safe to 
forecast that within a few years Germany will lead the 
world in milk-yield control. This will doubtless have a 
marked effect on the efficiency of milk production and 
the average yield per cow. 

With the milk control is combined a very well-trained 
extension service of feeding specialists. When they check 
the milk yield every fortnight, they suggest the most ap­
propriate feed ratio. point out the least efficient producers 

I Note JD Der deataclt_ Volb"''''t. No~. 11. 1938. 
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in the herd, check the gestation of cows, and tell the 
farmer the fat content of the milk of each cow. Since the 
country seeks first of all to increase the output of butter­
fat, and not milk yield, this facilitates the elimination of 
poor fat-yielders both from the herd and from the breed­
ing stock. 

We have already mentiond the similar attempt in the 
dairy industry to improve the utilization of the fat pro­
duced. The campaign to force every dairy farmer who 
does not ship fluid milk to join a creamery, and to cease 
separating his cream at home, is designed primarily to 
save more butterfat for human consumption. Finally, 
the dairy cartel tries to make the fat available in the form 
that appears to be most urgently needed. The production 
of heavy cream, and of certain cheeses with especially 
high fat test, has been restricted temporarily in order to 
save more butterfat for the production of butter. All told, 
however, the methods of saving fats through more efficient 
utilization do not seem to be of great importance in the 
balance sheet of fat supplies. 

In the hog industry a definite adjustment to the newly 
created price relation between meat and fat has been 
made. Farmers are most eager to produce a hog which 
yields more lard and more bacon. or more fat in general; 
and they fatten their hogs up to a higher live weight, 
thus improving the ratio of fal Germany has never had a 
special lard type of hog. The prevailing breed is the uere­
delle. deabche. Land6chwein. a white type similar to the 
Poland-China type. It can be brought up to the heaviest 
ham and sausage weight, and at 230 pounds yields a fair 
proportion of good pork. Besides this breed there are sev­
eral breeds of "dish-faced" meat pigs (EdeuchlDein), and 
finally If few "razor-backed" breeds (Hilde.heimer, etc.). 

Before the fat stabilization the general trend pointed 
toward a lower slaughter weight, because young lean 
pork paid better than fat pork. With the premium on fat, 
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the average dead weight has increased considerably. In 
1932, the last year before the fat plan, the average dead 
weight per hog was 86 kilograms or 189 pounds. It in­
creased to 91 kilograms in 1933, to 95 in 1934, to 96 in 1935, 
and to 98 kilograms or 216 pounds in 1936.' This increase 
in the average weight is most drastic if we consider that 
feed materials have been scarce during the whole period 
and that the total number of slaughtered pigs remained 
high, so that the total output of meat rose from 1,969,300 
tons in 1932 to 2,269,700 tons in 1936. The animals which 
yield the largest proportion of fat are culled brood-sows. 
These are the best converters for carbohydrates. While 
growing pigs pick up from 1.5 to 2.2 pounds per day, 
lean brood-sows gain up to 5.5 pounds per day and add 
most of their weight in the form of fat. 

It is hard to estimate how much fat this adjustment 
has yielded, but it probably represents a remarkable gain. 
If we assume that a gain of 12 kilograms in dead weight 
for an average of 23 million pigs a year included 4 or 
4.5 kilograms of fat, this would represent an increase of 
not less than 100,000 tons in fat production. Even if we 
assume less than that, it remains an amount of first mag­
nitude. Probably most of it does not appear anywhere in 
the fat balance of the country, because it is consumed in 
the form of fatter pork and fatter sausage. Even if this be 
so, it helps in overcoming the fat shortage. German house­
wives know that as soon as fat prices rise, it pays for all 
those with a limited budget to buy fat pork, serving the 
remnants from the dinner table cold in sandwiches without 
other fats, or using fat pork for frying potatoes. 

Aside from cattl~ and hogs as a fat-producing re­
source, sheep deserve a little consideration as well when 
the potentialities of closing the fat gap are examined. In 
1816 Germany had 25 million people and a sheep flock of 

'A. Vopl and. C. Boehm, am.ntluas der Pre1se aut die ProdukUOD tn der 
t.nclw1rbchatt." V • .,'el/GlU'alaetl. ZIU' Wf.rlKlaalt"ondIa,q. Ju17 1837. xu. d. 
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16 million, or 63 sheep per 100 of population. From then 
until 1860 the flock grew steadily to its peak of 30 million 
sheep, or 79 per 100 of population. After 1861 the sheep 
flock declined rapidly. It reached a more or less stable 
bottom of 3.4 to 3.5 miIIion animals in 1929, which was 
maintained until 1934 (see Chart 7, p. Zl). During that 
period the number of sheep per 100 of population re­
mained almost stable at 5. 

In 1928 the German net import of wool and wool­
equivalent for domestic consumption totaled about 145,000 
tons. In 1931 it had dropped to 100,000 toOl, but in 1933 
and 1934 it reached 157,000 and 136,000 toOl respectively. 
These figures take no account of raw materials used in 
exported finished products; including these the total de­
mand of the country has been about 180,000 toOl. Von der 
Decken has calculated that in 1932 only 13 per cent of the 
total demand was supplied from domestic production, 
while in 1934 the domestic proportion was only 9 per cent.' 
The net import of the country in 1934 equaled the annual 
wool yield (4.2 kilograms per sheep) of 37 million sheep. 
At this rate, the German flock would have to be increased 
by more than 1,000 per cent in order to supply the wool 
imported in 1934. It is extremely improbable that any 
such increase will take place, because the area that for­
merly served as the feed base for sheep had to be given 
over to intensive cultivation of crops and to cattle. With 
the disappearance of fallow, wool-sheep could not stand 
the competition of alternative uses of the land. 

Sheep are joint producel'll of wool, meat, and fats. With 
growing intensity of sheep husbandry, meat becomes the 
more important product and wool the by-product. From 
the side of the wool demand, there is no significant limit 
to the increase of the number of sheep. For lamb and 
mutton there is a sufficient margin also. In the German 
market, mutton has a higher price than pork. beef, 
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or veal, and nobody knows where the saturation point 
may be. 

The real limitation on sheep production lies in the field 
of farm management. Some poor mountain ranges in 
moderate altitudes in the west and south of the country, 
and some heatherlands and moorlands in the northwest, 
will be used for grazing hardy types of sheep of low con­
suming capacity and modest need of feed. In the sugar­
beet districts and in some marsh-lands, German dual­
purpose merino sheep-and here and there a few black­
face down-sheep-will be raised in perhaps moderately 
increasing numbers. These will contribute relatively small 
amounts of additional tallow. But in the organization of 
intensively managed farms, sheep will only fill in the gaps 
which cattle leave. 

Aside from the stimulation of the production of more 
butterfat and of the production of more and fatter hogs, 
another approach toward improvement of the fat-supply 
situation has been tried-also from the side of better 
utilization of fats already produced. In 1933 one of the 
large oil mills developed a patented process to utilize the 
heads, feet, and other poor cuts of pork more efficiently 
for the production of fal The process applied to meat 
the method used for the extraction of fats from oil seeds. 
It consisted of chemically extracting the fats with benzine 
or a similar hydrocarbon, and producing a fat similar to 
neutral lard; the remaining waste product was to be used 
as a meat-meal for feed. It was assumed that the best 
material for extraction could be supplied by fattened old 
breeding sows that had to be culled. These sows are the 
most efficient converters of feeds into fat and can be fat­
tened with less cost than other pigs, whereas their price 
per pound, when lean, is the lowest of all classes.' 

The government provided every facility for the whole-
I See Michael ott. Die Bntw'eJ:'ang tler " •• ,.chen. PeuwfrUchatt and' Uar 

ftellHftUdter A •• 1Hut (Kemptea. 1934). pp. &I-6L 
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sale application of that process. For some time the factory 
operated at full capacity. It extended its process to the 
extraction of whole carcasses from which only the best 
culs of meat were removed. If 50 per cent of the total 
weight of the pigs consists of the parts for extraction, and 
the yield of fat from them is 80 per cent, the fat yield rep­
resents about 32 per cent of the total weight. These yields 
were the average result of the experiments in the markets 
of Hamburg, Berlin, and Halle. After being refined the 
fat looked white and had no distinct taste or odor. It 
proved to be well adaptable to hydrogenation for the con­
version into grades of different consistency. But the proc­
ess proved too expensive and in the spring of 1935 the 
factory had to be closed, and operations have not since 
been resumed.1 

The plan could be tried only by the extracting oil mills, 
neglecting the other possibility of rendering poor cuts in 
autoclaves under steam pressure, as is widely practiced in 
the knackers' plants. But decentralized IIlaughtering has 
prevented using such equipment on a large scale. More­
over, there is too good a market for the poor cuts. For 
the raw material the consumer pays more than the rend­
erer can a1rord to pay. 

CoNSUHPJ1ON APPROACHES 

A last group of measures to close the fat gap needs 
mention-that is, to reduce the demand for edible fats. 
The necessity of adjusting national food consumption in­
stead of adjusting the supply is much stressed by many 
of those who write on the problem of food autarchy as 
well as on questions of the general saving of raw mate­
rials. The technical terms Bedor{.lenkung and Ver­
braIlclulenkung are the idiomatic symptom of these en­
deavol"ll. 

Major Theodor Macht, in his essay on the German 
'AcoordJDIIto ..., ............. _tile __ ... 1loaJ ____ 
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fat economy, writes: " .... even before the war one ought 
to have tackled the problem of bow consumption could 
be adjusted to the production economy instead of adapt­
ing production to consumption. This problem could hardly 
be solved only through state interventions like monop­
olies, tariffs, consumption restrictions. For this aim a 
political education toward a national community-senti­
ment was required."" Other authors try to make more 
technical approaches and seek economic devices to 
achieve the desired adjustments. The restriction of mar­
garine production and of butter and lard imports has 
reduced the supply of available fats. But time and again 
the question of whether the demand for fats could not 
be reduced directly, through fostering shifts in consump­
tion, bas been discussed in German magazines. In prin­
ciple this goes back to the war-time device of inducing 
the eating of jams and marmalades instead of fats. As a 
rule, articles in the technical fat magazines by representa­
tives of the Reichsniihrstand simply lament the "abnor­
mally" high fat consumption as a luxury, and suggest that 
fruit jellies be eaten instead. 

Only recently this trend of thought has found an eco­
nomic interpretation. An article in Germany's best eco­
nomic journal, which is backed by the economic dictator 
of the country, Dr. Schacht, points out that the price re­
lation between sugar and fats has been responsible for the 
shifts in consumption.' The changes in, the relation be­
tween the wholesale prices for sugar and three fats are 
shown in the following price index numbers: 

Y... Supr 

t9t3 tOO 
t932 •••••••• t67 
t93( •••••••• t68 

Butter 

tOG 
90 

t01 

Urd 

tOO 
55 
50 

_on 
100 
(I 
29 

, Tbeodor lI.chl. Die deat.clte Felf.wl:rfKltta/f fit. anfillCleA dem lCrietIc (Bam­
.. a .... lt38h p. H& 

• HUCO IUchanI. ·Zucker and Fett." Dcr creafleAe VolMwLrt. Noy. I. 1838, 
pp. 171-78. 
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It is also shown, by means of two other groUPI of data. 
that the relation between the prices of fats and lugar 
has changed to the disadvantage of the latter. The cal­
ories utilizable by man are calculated al follows: 

Supr 

Per 100 grams •.....•... 320 
Compared with sugar •••• 100 

ilia ......... 

760 
230 

lArd 

920 
280 

Butter 

780 
240 

Price ratios between sugar and these fall are al follows: 
y .... s_. lllarprlue lArd Bo_ 

1913 ••••••. 100 500 550 1,070 
1928 •••••.• 100 320 350 880 
1932 •••.••• 100 220 200 530 
1933 ••...•• 100 280 320 520 

-1934 ••••.•• 100 320 410 800 

The writer of that article concludes that an adjustment 
of the price relation back to that which prevailed in 
1913 would probably cause a shift of consumption toward 
the proportions between fat and sugar that prevailed in 
prewar times. He suggests that this result could be se­
cured by reducing the price of sugar to a flexible level 
kept in a fixed relation to the prices of the major fall. 
It may be doubted whether such a measure would have 
the effect sought, but it probably would cause some .hift 
in that direction. 

The Four-Year Plan administrators have already 
adopted a policy which operates in a similar way. Since 
August 1935 the fruit-jam and marmalade industry has 
been getting low-priced sugar, subsidized by contributions 
from the sugar industry and the sugar-tax revenues. In 
1936 a subsidy of 22 million marks was distributed for 
105,000 tons. For 1937 the subsidy was raised to 26 mil­
lion marks for 120,000 tons. Total revenues from the lugar 
excise tax in 1935-36 were 314 million IIllU"ka, and the 
total wholesale value of the sugar production, without 
tax, was 750 million marks in 1936. The effect of the 
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subsidy may be seen from the following data on sales 
of marmalade (tons): 

Year Sales 
1931 ............. 53,250 
1933 ••••••••••••• 62,100 
1934 • • • • • • • • • • • • • 68,050 
1935 •• • • • • • • • • • •• 100,500 
1936 •••••••..••.• 125,000 

Aereboe had pointed out how the sugar excise tax 
through many years kept down the German fruit indus­
try, fostered exports of fruits as raw material for for­
eign jam industries, and in combination with dumping 
sugar into England subsidized jams made there with 
dumped German sugar and German fruit. Aereboe 
fought energetically, but in vain, for the abolition of the 
sugar tax.' The Four-Year Plan met his demand by dis­
criminatory marketing of sugar while maintaining the 
sugar tax. How the German fruit industry reacted may be 
seen from the increase in number of hectares in German 
fruit orchards:" 

Year Rectal'll. 

1929 •••••••••• 48,199 
1930 •••••.•••• 48,025 
1931 •••••••••• 48,996 
1932 ..•••••••• 53,139 

Year Hectare. 

1933 ..••..•..• 56,403 
1934 ••.••.•.•• 61,680 
1935 •.•.•.•.•. 102,656 
1936 ••••••••.• 101,967" 

• Bzclwn of the Saar. to be eompuahle with earlier clata. 

The increase is due not only to the subsidy for cheap 
sugar, but is in part a consequence of the restriction of 
imports of fruits and the ensuing high prices for apples 
and pears. However, with the scarcity of sunshine, Ger­
man fruits and grapes are usually low in sugar content 

• FrIedrich A_boo, AgrorpoIIlIA 1_ 1828). chap .... OIl tho _ .... Ia 

GeImaD7, pp. -
• The .taUsUeal proced.on wal cbaDtced ID. 19M. so that data tor 11M and. 

foUowIDI ~ an Dot cI1rectl,. CIQIDPU'ahle with thoee 01 preoed.IDc ~ Bow. 
ner. the trend II COI'I'eCtl,. IDclJ.cated.. 
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and require unusually large amounta of added sugar 
for their preservation. 

Again, as in the case of increased nitrogen consump­
tion, it is a question of fully utilizing the productive 
capacity of an abundant resource. Germany can pro­
duce amounts of sugar far beyond the present consump­
tion. It has abandoned its former export policy, and re­
duced its sugar-beet acreage in accordance with the In­
ternational Sugar Convention. But if domestic consump­
tion expands, the country can easily produce more sugar 
beets without causing a large deficit of grain; for lugar 
beets produce very high yields of carbohydrate per acre, 
and a vast amount of valuable cattle feed in the form 
of leaves and tops, which are fed green or artificially 
dried. 

The marmalade subsidy helps the fruit industry. It 
also helps to replace some butter and margarine by jalJl8. 
But it does not use the much larger lever of permitting 
the German population in general to consume sugar in­
stead of fats. In 1929-30 Denmark consumed about 54.8 
kilograms of raw sugar per capita, Switzerland 44.4. and 
Holland 39.6. While these countries import most of their 
sugar, Germany as a sugar exporter consumed only 26.5 
kilograms.' Licht's latest annual review gives for Ger­
many, in terlJl8 of raw sugar, 23.6 for 1934-35 and 25.0 
for 1935-36.. It seelJl8 obvious that there is a wide mar­
gin for a higher sugar consumption in Germany. Such 
an increase would at least save flour from grain, even if 
its influence toward a shift from fata to sugar is prob­
lematical The major obstacle to such a policy is the 
large and safe revenue from the sugar excise which can­
not readily be derived from another 1IODrCe. 

An~ther doubt as to the replaceability of fats by lugar 

1 P. o. Ucbt. W0rf4 ~ ."",."..,. ~ ,_ I .. ,. 
"GenDm _ ... __ 21.41d1-.01 __ r", 1"_ 

21.7 r ... U35. ._,UeIIa 1_-, DU. Po 1&1. 
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has to be raised. The period of increasing per capita con­
sumption of fats in Germany coincides with the reduction 
of per capita intake of alcohol. Since the consumption of 
sugar has remained fairly stable, the increment in fat 
consumption may have been the equivalent of a decrease 
in the amount of calories formerly supplied by alcohol. 

How serious is the official desire to solve the fat prob­
lem from the side of shifts in consumption may be seen 
from a note in the economic journal mentioned above! 
This points out that experiments of the Institute for 
Baking Research in Berlin have proved that 20 per cent 
of fat may be replaced by sugar in almost every one of 
the bakery products the dough of which contains both 
fat and sugar. It is estimated that an additional use of 
50,000 tons of sugar for that purpose would save 30 mil­
lion marks in foreign exchange. 

In conclusion it may be said that certain trifling 
shifts in consumption of fats may take place. With re­
spect to all the attempts to close the fat gap, it seems 
permissible to conclude that the more substantial achieve­
ments have been and will be made in the production of 
fats, while in human consumption only limited shifts can 
be brought about without involving great social friction. 

Still another approach from the side of consumption 
is theoretically possible. Considerable waste of fats hap­
pens in the kitchen. Housewives cut oft' the fattest parts 
from beef or pork and throw them into the garbage. Other 
quantities of fats from gravy, canned fish, or residue from 
meals pass into garbage or sewage. And yet little can he 
done to reduce this waste hecause even under the excep­
tional German conditions it does not pay to recover these 
waste fats; moreover, high prices force the consumer to 
be efficient and thrifty in the utilization of fats. 

:a Ruao Illchan. "Zucker statt Felt." Dar dealrdle VolblD~ No ... 27a 18sa. 
pp. 411-12. 



CHAPTEIIlW 

EFFECTS OF FAT-STABILIZATION MEASURES 

After having surveyed the situation as it existed be­
fore stabilization, and after having discussed the .tabili­
zation campaign in most of its important aspects, it 
might seem possible now to make an appraisal of the 
effects of the fat monopoly and the dairy cartel But 
we have no possible means of measuring the IIpecific 
effects directly, since no one can prove beyond doubt the 
nexus of cause and consequence, and nobody know. what 
would have happened in the absence of the campaign. 
Accordingly, it seems lIafer to compare only data of the 
preceding period with data of the period in which the 
stabilization campaign was operating. Even toward .uch 
a comparison, an attitude of skepticism as to cause and 
consequence should never be abandoned. 

EwEcrs ON F AIIKEJIlI 

To what extent the fat monopoly and the foreign­
trade restrictions have succeeded in raising the price 
level is relatively easy to determine. The dift'erence of 
the domestic price level from that prevailing outside of 
the tariff borders ill a safe indicator of the efficiency of 
the complex system of causes operating toward that eod. 
As in the case of carbohydrates. the domestic market 
price level has become independent of that abroad. But 
it cannot simply be assumed that the tariff, and the cor­
related measures to make it effective, directly determine 
the domestic price level. Behind that protective wall the 
domestic supply of agricultural commodities finds its 
aggregate value determined largely in correlation with 

244 
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industrial payrolls, or what is, with some qualifications, 
its equivalent-the volume of industrial production. 

Table 29 and Chart 28 show that the broad correla­
tion has not been interrupted by all tbe measures applied. 

TABLE 29.-FARM: CASH INCOME, PAYROLLS, AND INDUSTRIAL PRD­
DUCTION IN GERMANY, ANNUALLY PROM: 1924--25· 

y .... :bJ..come (bUUo" mart.) Batloot Indu numberl 
panella 

Parm Parm tolarm Parm .... 0 ..... u8b Pa7lOI116 .... .... P.noDl Indutltrlal 
ID ..... Ito ... 

_. 
ID ..... ID ..... production 

1924-25 •• 1925 •• 7.6 33.7 4.5 100.0 100.0 . .... ' 
1925-26 •• 1926 •• 8.1 84.8 4.3 108.0 103.3 100.0 
1926-27 •• 1927 •• 8.3 38.9 4.7 110.7 115.4 128.6 
1927-28 •• 1928 •• 9.3 42.6 4.6 124.0 126.4 m.l 
1928-29 •• 1929 •• 10.2 43.0 4.2 136.0 m.6 128.2 
1929-80 •• 1980 •• 9.8 39.9 4.1 130.7 118.4 118.0 
193<Hll •• 1931 .. 8.6 33.4 3.9 114.7 99.1 92.5 
1931-32 .. 1982 •• 7.4 25.7 3.5 98.7 76.3 74.6 
1932-38 •• 1933 .. 6.4 28.0 4.1 85.3 77.2 88.2 
1933-34 •• 1984 .. 7.4 29.2 3.9 98.7 86.6 105.8 
1984-35 .. 1935 .. 8.3 32.2 8.9 110.7 95.5 121.7 
1935-36 •• 1936 •• 8.7 35.0 4.0 116.0 103.9 135.6 

• Data from Stall.tbelle. JalirbUM. 193!. p.. 414; ibid .• 1936. pp. 502. 600; 
'bld .• 1037. pp. 5M. 641. U-. Note that 100 represents a d11I'erent baM )fear III 
the three _tel . 

• Induatrlal 'WaPI plua aalarlea of white-collar 'Worken and chil Ml'\'IUltL 

The curves on the chart move in general harmony. During 
the recent years of both recovery and control, the curves of 
payrolls and of cash income of farmers have not risen so 
much as that of the volume of industrial production, be­
cause the general price level has been prevented from 
rising to its former level. Obviously what has been 
achieved, with all the measures applied to industry and 
agriculture, is the stimulation of agricultural cash income 
and a considerable lag in the rise of the payrolls behind 
the great upswing of industrial output 

It has been claimed (for example by Wagemann, the 
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head of the Institut ffir Konjunkturfonchung) that 
through the elimination of agriculture from the competi­
tive price system. the vicious circle of repercussions be­
tween industry and agriculture during depressions has 

CBABT 28~INDElUIS DP CAsH FARII INCOME, PAYROLLS, AND INDU ... 
TRIAL PRODUCTION IN GERMANY, ANNUALLY, 1925-36" 

1201..---...... ---...---...... ---..---...... ----.120 

• Bued .. data br Table:ll. To ImproTe tile CIOIDpuahOJtJ', tile Iacta InIID­
hen han beeD reeomputed to HhRImtlan7 1IIl1Iona hua .... mel,. ... ~ for 
1126-27 to 112S-3l tor tum cub .IaecIIDe. .... ~ lor 1m to 11211. tile 
otbe:r two 8I!rIra. 

been broken. It is said that under the competitive-price 
system a recession in industrial business causes a price 
crisis for agricultural commodities, that agriculture then 
refrains from buying and thereby creates more unem­
ployment in industries, which in turn causes a greater 
price pressure npon agriculture. It is also said that Na­
tional Socialism bas found the remedy by subjecting 
agricultnre to a plauned market economy. Such a bold 
statement seems not yet substantiated by facts. for the 
experiment with planned prices for agriculture was started 
when recovery had already definitely begun. It remains 
an open question whether or not in another depression 
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the device of pegging agricultural prices will of itself 
break the vicious circle. It could even be argued that 
such a policy would make a depression more severe, be­
cause it would require more purchasing power for food 
and thereby create more unemployment in industry. 

At least one may say that, if the special methods ap­
plied under the cartelization of the markets for farm 
products have been successful to a certain extent. the 
success has largely been a result of the total industrial 
recovery which followed an energetic program of public 
spending. It lies beyond the scope of this study to go 
into the highly controversial subject of the causes for 
the German business recovery. In 1932 a normal busi­
ness recovery had already begun, and it is impossible 
to prove to what extent the recovery policy was respon­
sible for the subsequent recovery. As far as the fat pol­
icy is concerned. it suffices to state that it was organized 
and set in motion during a period of general business 
recovery which put the millions of unemployed to work 
and put money into their pockets. Had the huge un­
employment continued. it would have been politically 
and socially impossible to carry out a policy which 
raised the costs of a basic food, even with the mitigation 
of costs for low-priced fats for the unemployed. The 
reverse question. whether the farm-relief program en­
acted from 1933 on may have retarded the general busi­
ness revival. will be considered below (p. 273). 

Our description of the manifold methods. ordinances. 
and regulations under the tight rule of the totalitarian 
dairy cartel, and of the universal cartel of the Reichsniihr­
stand besides. may have left the impression that the 
farmer has been put into some kind of a strait jacket. 
That impression may not be far from the truth. so far as 
concerns the delivery of the produce to the market, the 
marketing itself. or the activities combined with selling. 
But it is one of the outstanding features of the German 
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cartellization of agriculture that it does not interfere 
directly with production. The farmer still has freedom 
of action in the domain of managing his farm, organiz. 
ing his livestock herds, and utilizing his land for manifold 
purposes. As fonnerly, he has the primary task of adapt­
ing his crop and livestock production to the changing 
relations between cost factors and prices for his produce. 
The overwhelming majority of Gennan farms, no mat­
ter of what size, belong to the types of diversified farml 
with income from livestock, animal products, grains, and 
at least some root crops. Hence, farmers must still con­
stantly watch price relations and act according to their 
own judgment about the present and the future in the 
markel' The Four-Year Plan and similar nation-wide 
drives may lay special stress on some of the most desir­
able changes, but unless the price relations confirm these 
public appeals, the farmer will be hard of hearing.' 

Nevertheless, the entire picture has changed in some 
basic aspects. Besides fixed prices, there exist quotas far 
the volume of produce that may be sold at a price which 
may be satisfactory, while any amount beyond the quota 
can be disposed of only at a price that means pecuniary 
punishmenl The paramount task of the farmer is, there­
fore, to organize the farm in such a way as to permit 
the full utiIization of the various quotas, and also to 
expand production into those markets where no quotu 
as yet exist and where the highest net return may be 
expected, under the specific conditions of hie particular 
farm, its climate and soils, its inventory and operating 
capital, its mechanical power, its labor lupply, and its 

1See ... _W_.....-froaallle_flf ...... _ 
theol'J'. to the prohlau of adaptatloas to prIeN b7 I.rmen IIIIdn plaJmed mar .. loot_or ............... _III _ JIIuqaudt. -me_ 
del' !aDdwlrtaehanUdIea ProctuktioD an dea PnUeu. - ProblnJu der tlutlre­
"..,... N __ ~ (edJted by Wolter __ 1-. 1t.4I. VoL DL lee 

also CuI BoeJuu. DfIe Bltut1zJt4t tier detlJM:be:a GetnU .. ~nba/Ydla (1oacIa­"""' __ Is.IIr __ U._u.),_'t' __ 
-. .,. oIL. pp. If •• 
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proximity to markets-to mention only some of the deci­
sive factors. 

Such adjustments of farmers are just as rapid as they 
used to be before the planning of the markel The hog 
cycle in its previous form has disappeared as a natural 
consequence of fixing the price of hogs and the price of 
feed. thereby stabilizing the changing ratio between hog 
price and feed price to which farmers formerly reacted 
en masse. What remains is a i1uctuation that follows the 
volume of the feed supply.' The persistent mohility of 
the farmer and his precise final adaptation causes a good 
deal of grief to the planning board of the Reichsniihrstand 
because, in addition to many welcome and anticipated 
changes, there are often a good many unforeseen and un­
wanted shifts and reactions. Since the planning boards 
are after all manned only by human beings, and have to 
suffer from the natural limitations of such-as these offi­
cials recognize more than do the over-zealous advocates 
of more planning-they have to be vigilant against such 
shifts. 

EFFECTS ON LAND UTILIZATION 

Table 30 indicates something of what the German 
farmer did between 1932 and 1935 in response to the 
new cartel policy of fixed prices and quotas. Unfortu­
nately, because of changes in methods of collecting data 
in the agricultural census of land use, the 1935 figures 
are not precisely comparable with those of previous years. 
Nevertheless, the general tendency is evident. 

The loss of 733,000 hectares of area in agricultural use 
is explained by increases in the acreage used for forestry, 
housing, and farmyards, and for roads and other public 
purposes. This loss overcompensates for the inclusion 
of the territory of the Saar, omitted up to 1935, which 
added 115,000 hectares in agricultural use. 

I See Vopl IUd Boehm. 0", cU .. pp. ....... 
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TABLB 30~OBS IN AORICULTURAL LAND UTILIZATION IN Gm­
MANY FROM 1932 TO 1935" 

(7houllUld II_dan.) 

uaeorcrop 

Tillage ......................... 20.475 19.331 -1.144 94 
Permanent paatores ........... 2.658 2.908l + 371 109 
Meadows ........................ 6.502 6.6ZJ$ 102 
HorticnJturalland ............. 692 583 9 98 
Orchards ....................... 63 102 + 49 192 
Vineyarda ...................... 83 81 2 98 
Baaket willows ................ 7 9 + 2 129 

Total ......................... 29.370 28.837 733 98 

KA.TOB VSES OP ARABLE lAND 

Wheat. rye, barley .............. 8.298 8.251 47 99 
Oats and mixed grains ......... 3.661 3.310 341 91 
Mixed legumes ................. 57 43 14 75 
Mixed grains and legumes ..•••. 221 142 79 64 
Maize .......................... 38 72 + 34 1811 
Potatoes ....................... 2.879 2.750 129 96 
Sugar beets .................... 271 373 + 102 138 
Mangels and Swedes ........... 1.087 1.077 10 99 
Peae, beans, eabbage ........... 7& 131 + 65 172 
Rape, mustard, flax ............ 11 &9 + 58 rn:r 
Clover and alfalfa ............. 2.0G'l 1.833 229 90 
Other fodder plants" ••••••••••• 244 266 + 22 109 
Paature OD tillage .............. 50& 310 196 81 
Fallow ......................... 32& UfO 158 49 

• Data (aD nduslYe of the Sur) tlVlll S,..".,Uebu laJubrull. 1m. p. 15; 
ibid .. 193 •• pp. _3. 

"The __ .. oerraddJa (OmU1uJ".. _ IIrolm,). __ 
_ ,"OIl for 1835. 

Within the reduced total agricultural area. the most 
remarkable shift is that of 371.000 hectares from crop 
land ioto permanent pastures and meadows. The doubled 
acreage for orchards is also astonishing H we think of 
the heavy long-term iovestment they require. If we ig­
nore bush berries, at least five or six yelll'1l elapse before 
new orchards yield marketable crops. 
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The German dairy farmer chose to give his cattle herd 
5 per cent more pastures and meadows, as the cheapest 
and most necessary means of enlarging the home-grown 
fodder basis. This shift was made to close the gap in 
the protein-feed supply, caused by the decline of im­
ported oil cake from 2.3 million tons in 1932 to 1.3 mil­
lion in 1935. It may be argued that hay is no real sub­
stitute for oil cake, but feed experiments show that the 
requirement for concentrates depends essentially on the 
amount and quality of the basic feed, especially hay. 
More and better hay can save even such a large amount 
of concentrate feed. 

At the same time, the area in fallow has been cut from 
326,000 to 160,000 hectares. This means an increased in­
tensity of cultivation and production on the "land on 
vacation," as the progressive farmers who have abol­
ished fallow long used to call it. The effect of reducing 
fallow is almost the same as an addition of arable land. 
The removal of temporary pasture from tillage similarly 
renders that land more available for crops. 

The total acreage under wheat, rye, and barley did 
not change much, though less wheat and more barley was 
grown; but the acreage in oats and mixtures of oats, bar­
ley, and rye has been reduced by more than 9 per cent. 
The potato acreage has been reduced by nearly 4.5 per 
cent; this is almost entirely due to reduction in the acre­
age of early potatoes, which rank as a vegetable rather 
than as a starch carrier. Mixed legumes and mixtures of 
grains and legumes have been planted on a much smaller 
scale, while the small maize acreage has notably in­
creased. 

This brief survey is given only to demonstrate the 
striking mobility within the millions of individually man­
aged crop rotations. Though the changes are not more 
striking than over other three-year intervals, they bear 
witness to the continuing alertness of the farmers and 
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their close observation of the repercussions of the cartel 
activity upon the price situation. Though the prices are 
no longer the direct barometer of the market, but rather 
signals to obey, they nevertheless remain the compasl 
for every lingle farmer. Many farmers have resented the 
quota Iystem for marketing because their assigned quotas 
did not fit the necessitiel of their specific type of farm­
ing, or because, during the years taken as a quota bale 
period, their farms had bad crops or no production at all. 
But since they have no alternative and the quota cannot 
often be adjusted to their needs, they have to adjust their 
fanning to the quotas. As a rule, the farmer has accepted 
this process without revolting because of the general im­
provemimt of the farm situation all over the country, 
whether or not he accepts the official interpretation of this 
improvement as an achievement of the new regime. 

EFPBcrs ON AGRICULTURAL OUTPUT AND RETuRNS 

The stabilization plan is alleged to have changed the 
prices of agricultural products, especially prices of milk 
and dairy products, cattle and hogs, lard and bacon, oil 
seeds and fibers; and those responsible for the plan assert 
that it has increased the volume of production as welL 

According to the index computed by the German In­
stitute of Business Research, taking the average for 1927-
28 and 1928--29 as 100, the volume of agricultural produc­
tion has varied as follows; column A including, and col­
umn B excluding, the share due to imported feedstuff's:' 

Y .... • B Y ... • B 

1924-25 •••••• 86 87 19~ •••••• 107 III 
192&-26 •••••• 89 95 1931-32 •••••• lOll lt3 
192~27 •••••• 88 90 1932-33 •••••• 104 108 
1927-28 •••••• 97 98 1933-34 •••••• ltO 117 
1~29 •••••• 103 104 1934-35 •••••• lt3 122 
1929-30 •••••• 104 109 193&-38 •••••• 112 121 

• 5appl_ to the w .. Jq l/qorf '" tlIo Gr:nIUUI _/au for BIU_ 
JIaeu'dI. Feb. ... 1117 .... 2. 
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The total volume of production has obviously a tendency 
to continue the rising trend, as would be expected under 
the condition of an artificially created shortage in the 
market and renewed profitability after four years of 
radically receding net returns. 

Indexes of wholesale prices, with the average for 1913 
used as the base, run thus for selected years:1 

Indus- ACrlcul- All ADl-
trial tun! FerU .. farm mal Live-

Year flntahed imple- Uael" prod .. prod- .tock CroPI ..,oc\. menta ucta uct. 
1928 ....... 158.8 128.8 81.8 134.8 144.0 111.8 U2 •• 
1929 ....... 157.4 107.0 U.S 130.2 142.1 128.8 128.8 
1982 ....... 117 .• 112.5 70.4 91.8 98 •• 65.& 112.0 
1985 ....... 119.4 16&.5 . 88.8 102.2 167.1 U.8 118.4 
1988 ....... 121 •• lOS.8 88.8 104 •• 109.4 89.4 114.1 

From the low in 1932, prices of agricultural products as 
a group recovered to about the prewar level. By 1935, both 
crops and animal products had attained relatively high 
price levels, while livestock prices lagged behind. But 
much of the disparity between agricultural and indus­
trial prices had been overcome. Indeed the 1935 indexes 
for farm implements and ferti1i2er indicate that prices 
of some important commodities that farmers buy contin­
ued to decline during the recovery. A comparison between 
the price indexes for production goods that farmers buy 
and those for products that farmers sell would probably 
show that the disparity bas almost disappeared. 

A better price and a larger volume of production to­
gether must find their expression in improved cash re­
turns to the farmer. The figures in Table 31 show this. 
It follows that the stabilization measures at least did not 
prevent such a change. Between 1932-33 and 1935-36, 
dairy farmers gained more through increased returns from 

I Statutueh:ea laArbucIJ. '"7, pp. 296-87. 
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cattle and calves than from sales of milk. Prices of cattle 
and calves had dropped more than those for milk. They 
also rose more after the depression, and showed a tend­
ency to regain their former relation to milk prices. Prices 
of calves and veal showed a rise even more pronounced 
than those of cattle and beef, because the demand is 
more elastic. From the depth of the depression up to 

TABLE 31.-GBOSS CASH RETURNS 01' GBBMAN AORICULTORII, Sa. 

Year 

1924--25 ..... 
1928-29 ..... 
193Z-33 ..... 
1935-36 ..... 
Percentage 

of193Z-33 

y-

1924--25 ..... 
1928-29 ..... 
193Z-33 ••••• 
1935-36 ..... 
Percentage 

of193Z-33 

LBCTED YIWUI. 1924-25 TO 1935-36" 
(IIUllon """,Iu) 

"""'" I.IYeft«ok _ad aalmal 
GnuId ......... 
.. tal 

Tota1 GnIDo ~ 0<Iw 
LI .. 0-

Tota1 ..... mill< 

7.530 2.991 1.347 46 1.598 4.539 2.709 1.454 
10.228 3.752 1.733 23 1.998 6.476 4.069 1.927 
6.405 2.645 1.377 3 1.265 3.760 2.057 1.371 
8.698 3.356 1.~ 38 1.775 5.343 3.254 1.658 

135.8 126.8 112.0 1.266.7 140.3 142.1 1li8.2 121.0 ..... 80_ 
1'01 .. v .... - ....... Pn>l .. ta .... B_ Oat. 0.,.,. ~ 
510 441 225 170 1.483 858 279 89 
602 4118 314 2Il9 2.509 1.113 384 413 
381 429 168 137 1.243 Ii93 182 39 
SIH 494 233 195 1.871 1.002 331 :;0 

155.S 115.: 138 • 142.3 150.5 188.0 181.9,126.2 

• Data froID altltl.ltfM:Au .If1l1r11ad&. tal, .~ HI; ibid .. ln7 • ... UL 

the crop year 1935-i16, gross cash income from all crops 
increased Zl per cent, that from livestock 58 per cent, 
and that from animal products 23 per cenL These fig­
ures offer supporting evidence for what was stated in 
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discussing the experience with the stabilization of carbo­
hydrates (p. 157). From 1928 on, that campaign had 
put the brakes on declines in prices of grain, potatoes, 
and sugar beets; hence, carbohydrates could not gain as 
much in the recovery as animal products and livestock, 
the prices of which had been forced down further by the 
stabilization of carbohydrate prices. 

It may be objected, with good reason, that the farmer 
lives neither on prices nor on prices times volume, but 
on the margin between gross income and all expendi­
tures. Table 32 shows that the general situation for the 

TABLB 32.-GR055 AND NST RSTURNS Ol" GERMAN AORICULTURB, AN­

NUALLY, 1924-25 TO 1936-37· 
(Million mar1ca) 

y .... Orou -. N •• Y.ar Oro .. S ...... · Not 
re_ 

dltureI .. - n_ 
dltureI 

n_ 
1924-25 ••••• 7.530 5.708 1.B:n 1931-32 ••••• 7.350 6.153 1.197 
1925-26 ..... 8.072 6.231 1.841 1932-33 ..... 6.405 5.519 886' 
1926-27 ••••• 8.334 7.185 1.149 1933-34 ..... 7.409 5.522 1.887 
1927-28 ••••• 9.845 7.992 1.353 1334-35 ..... 8.302 5.691 2.711· 
1928-29 ..... 10.228 8.033 2.19S' 1935-36 ..... 8.1698 5.989 2.709· 
1929-30 ..... 9.808 7.881 1.927 1936-37 ..... 8.861 6.324 2.537 
1930-31 ..... 8.646 6.920 1.726 

• Data from Statbttaelle. laArfluch. 193., p. 508; jbld •• 1937. p. 6·&1 . 
• Pre-depreaalon peak. • Depreaalonlow. • Reeover:v peak. 

fanners was improved to such an extent that this net in­
come in 1934-35 and 1935-36 exceeded that of the peak 
postwar year (1928-29) by 23.5 per cent. It now pays 
the farmer to produce more fats, and the average net 
income also permits an increase in the breeding stock 
and other improvements in the productive capacity of 
the land. 

But it will take time to increase the volume of pro­
duction, because no more land reserves are available. 
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The reclamation of swamps by ditches and of marshes 
by dikes (polder-land), which has received so much pub­
licity, contributes no additional acreage to IIpeak of, and 
it takes a long time before reclaimed land can produce 
average yields. All a matter of fact, the total area in 
agricultural use suJl'ers a small decline because of a 
growing demand for land for public use. Every addi­
tional unit of volume must be produced by more in­
tensive cultivation. 

It is not difficult to show that the artificial price con­
trol was achieved essentially by restriction of imports, 
the longest lever the government had at its dispollal. This 
indirect control of the price level has been more powerful 
than anyone of the other interferences. The separation 
of the domestic price level from that of the world mar­
ket, in combination with the radical reduction of taxes 
and interest and, last but not least, the revival of urban 
purchasing power, have ultimately re-established the prof­
itability of German agriculture. The general price level 
would remain the same if all the other measures applied, 
especially the cartelization of the market, were scrapped 
or their compulsory character removed. Such a course ill 
most unlikely to be chosen in the near future, but it ill 
mentioned in order to stress the real force behind the 
domestic price leveL 

EF1'ECTS ON CoNsUJilEJlS 

From the standpoint of the consumer, the situation has 
very similar features. He has lost a good deal of the 
advantages in purchasing power for food that developed 
during the depression. It is a well-known phenomenon 
that real wages (that is, money wages adjusted for pur­
chasing power of money or the index of commodities 
consumers buy) in general tend to decline with the 
progress of the bnsiness cycle toward its prosperity peak 
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and to be highest during the depression. This refers, of 
course, to the wages of those who are still fully employed. 
The previously quoted data on purchasing power for fats 
illustrate this clearly (p. 99). The impression is rein­
forced by the accompanying tabulation showing the rela­
tive purchasing power for certain fats represented by 
the earnings of a coal miner for one shift in the bitumi­
nous coal industry.' 

Year Butter-

1913 •.•••.••••• , 100 
1929 ....•.••••• 88 
1932 ••..•...••• 103 
1935 •••••• ••••• 96 

• BerlIn retaIL 

--100 
154 
206 

114 

Jmporledllll'd-

100 
118 
159 

80 

. 811._ OIl the cheapest .... de of JDaI"8IU'Ine. In titS only ODe crade of maJ'IIl­
riDe was on the market; 10 1832. foor padea; and III 1135. three padea. See 
TobIe U, p. 181. 

It is true that the high output of German agriculture 
plus the high food imports from 1929 to 1932 permitted 
the German population, considered as a whole, to main­
tain an unusually high standard of nutrition during the 
depression. In fact, at the depth of the depression, the 
German people consumed more meat, more fats, and more 
fruits and vegetables per capita than ever before. This 
has been the great social contribution of agriculture in 
the world at large: through its stable production it pegged 
the purchasing power of the consumer for food. though 
with the extremely painful consequence of collapsed 
prices for its products. 

Averages of per capita consumption, however, do not 
tell the whole truth. With several million workers and 
their families on relief. low agricultural prices did not 
provide for a distribution of the whole food supply such 
as prevailed before the depression. Those who remained 

'Dala "- s_.bdoQ 1_". '924. ,_ ".. 
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employed enjoyed a disproportional gain in purchasing 
power for food, while the unemployed, with their dole­
representing at best only one-third of the income of the 
employed-lost disproportion ally. 

The German consumer has now a lower average pur­
chasing power, especially in food, than before the depres­
sion. Income from wages and salaries, which at its peak 
in 1929 had reached 43 billion marks and in 1932 fell to 
its low of 26 billion, climbed to only 32 billion in 1935, 
or to 74 per cent of the pre-depression level, while agri­
culture and forestry obtained in 1935 an income of 102 
per cent of that in 1929.' The food component of the 
cost-of-living index, if taken as an inverse measure of 
the purchasing power of the mark spent by the food con­
sumer, fell from 155.7 in 1929 to 115.5 in 1932, and then 
rose slowly to 120.4 in 1935 and 124.0 in July 1936. 

These figures seem to be in contrast to the extraordi­
nary increase in the cash returns of agriculture from 6.4 
to 8.8 billion marks between 1932 and 1935-an increase 
of 37.5 per cenL This increase was due in part to an 
increment of output by 8 per cent between the years 
1932-33 and 1935-36; but prices played an even larger 
part in raising the total gross income. 

The ouly plausible explanation for the disproportion­
ality between the food-price index and the farm income 
that remains is that "dealers' margins" absorbed a good 
deal of the increase in prices. Such an absorption would 
not be exceptional It is a well-known phenomenon 
that the gross margin between farm prices and retail 
prices tends to be relatively rigid. When prices decline, 
this margin represents an increasing proportion of the 
retail price, and vice versa it represents a declining share 
in the retail prices when they rise.' It is the many rigidities 

I. StalUtt.eAQ JfllufJuA. 1",_ p_ iI2. 
"llart JIroDdt, _ omd DdIoU_- I1I41tn ,., _-.-,1-

_ Mllrldf~. __ U3l.n. 27-" 
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in the cost items included in the miscalled dealers' mar­
gin-like freight charges, rents, wages, salaries, taxes, in­
surance premiums, interest, and others--that cause this 
lag. It is obvious that the farm prices of agricultural 
commodities suffer from this circumstance when prices 
fall, but that they also gain when prices rise. The dealer, 
on the other hand, is often better off when the margin 
per unit is relatively small. 

This rigidity of the gross margin exists under a laissez­
faire policy toward the market as well as under any 
other system. It may well be that strong pressure ex­
erted upon the trade by the cartel may temporarily bring 
about a small reduction in the gross margin. But in the 
long run, only such measures promise any success which 
reduce costs of distribution of food. A concentration or 
contraction of the trade may have such an effect. But 
in a country like Germany, where the food trade has been 
one of the few remaining fields in the economic system 
where well-nigh perfect competition ruled, it is very doubt­
ful whether such wholesale savings can be achieved. 

A glance at the retail prices of foods shows that quite 
a number of basic foods were lower in 1935 than in 
1932, and that only in some groups did prices rise from 
1932 to 1935. The retail price of rye bread, which is the 
bulk of the bread consumed, declined from 35 pfennig 
per kilogram to 33. The Berlin retail price of wheat 
bread declined from 54 to 49. Prices of potatoes did not 
change much. The retail price of fluid milk and eggs 
declined or remained stable in most cities. This is another 
reason why the increase in retail prices of meat, and es­
pecially of fats, did not find as marked an expression in 
the cost-of-living index for food, as might have been 
expected at first sight. 

Berlin retail prices of the commodities here under 
consideration showed a conspicuous rise between 1932 
and 1936, as shown in Table 33. These prices show clearly 



260 THE GERMAN FAT PLAN 

TABLE 33~BERLIN IlBTAIL PRICES OF VABIOUS FATS, 1929, 1932, 
1936" 

(lIarlt. per kllOfJ'GJn) 

Oommodl.,. 10Ie - II1II 

Pork ••.•.••....••..... 2.42 1.38 1.60 
Bacon .a .............. 2.84 1.72 2.18 
Lard •.•••.•.....•..••. 2.87 1.59 2.06 
Butter ...••........•.. 4.12 2.76 3.11 
Margarine 

Grade I ............. 1.38' 1.211" 2.20' 
Grade II ............ 1.20" 1.05" 1.96' 
Gradem •..•...•••. .96- .80'" 1.26" 

Milk ••••••••..•••••••.. .30 .26 .24 

• Data ·from IJltllUtUehe. JalIrbadr. ncept .. Doted below. 
• Prlee. from • IP'8pb In K .... Brandt. HDle deabcbe Spelleleth'eno~ .. " 

Der "eaude Volbwlrt, Aa& Je., U32, biNd OD IlIl ...... e.u,.Uoa br' the IuUtut 
tar lIIndwJrbchaltJlche MarktlorKhunl- Thl • .ource had to be aNd becaue 
o1Ilda1 Germau 8tat1stfca luI",e De'9'er pubU.bed fttaU prtee. lor .... rprloe. 

• Prlca from lDatltut fflr KooJunkturfondl1l~. 
• AveJ'818 01 .... cIe. m and IV; price 01 ..... IV ..... '.18. 
• With the las ndoctJOD (Me p. 113), ..... m _14 In 1", tor II pramJ .. 

_.u_ 
where the consumer has been taxed. The major 10116 01 
purchasing power is that in margarine.' Prices of the 

'The __ otthe ___ Db __ 1-

IChatt Berlin fD • letter of lui,. I, 1m ..... e the 1Dt0000000tloD OD .. ,...,.... PJ'ICIN 
nmmarized below. The ___ 10M ___ at the folJowiDII prieeo,lD __ _ 

kllooInm, 

1129 .lIlll..-JDDe •••••••••••••• 1.M 
IW-Dee. ••••..•..••••• t." 

1038 laa.-Iuue ....... _0 ••••••• 1." 
Oetoher ................. .. - ............... .. 

t931 I......., ..... ............... .. 
.luJ:r..-Dec. ........... 0 •••• 77 

t_ '''''''''''1IIIe ................. t4 
lalJ'-Dee. ••.•••...•••. "" 
Oeto .................... U6" 
NOYanber ................. .. - ............. -

tll33 laa..-Ji:pr .............. ... 

• 0nJ,.1D 1.5 ... JoCa,. • CbaDpd to ... at .. of .0'9'''''''. 
n.. ...... 'to lie -J''''''''' the prj-. __ ..,. ........... _ ........ 

Thep ...... _ .... forthe ................ _ ......... .,011 ___ 
~1IeI_to ____ ....... __ .... 1IOId. 

TIle bat 01 tbae bad. • price of 2." ....... per klliCram .III 1 .. ; aDd tor au. 
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other fats have risen from the depth of the depression 
but have remained lower than in 1929, as is true of the 
general price level also. 

The agricultural market cartel has had still another 
effect in so far as it curtailed the supply of available fats. 
While retail prices cannot rise beyond the level fixed by 
decree, the limited supply has been differently distributed. 
Some consumers have enough money to buy all they 
want and, if necessary, store it, while the underprivileged 
people can get little or none. It was feared that all sorts 
of unfair practices would grow up under the shortage-­
for example, the war-time trick, that reappears where-

the lDclultry malDtained a price of 1.80 marks per kllopam froom 1831 throu8h 
1983. 

From. April 1933. the pr1ce of margarine w •• raised b,. an exclae taJr. of 
.60 DUlI'k per kllogram. But the poorest people on relief reeelved certJJleates 
worth the tax tor ule In b1Q'lna marwarlne. The JDaJ'IU'Ine lDdusby beIan to 
Iblft Into bJaber pw,clea. From lul7 1833 on. it wal foreed to produce the lower 
IJ'Ildea in the .ame proporUOD.l all In previous times. Fl-oDl NO't'ember 1933 on. 
the lovemment alled. the prices a. lollows: 

Market cracle. .... Ithout tall.. ..• . .•• . . . .. •. . . • .11 
Second lNd.e. lnc1uclJ.Q ta.s. ••••••••••...•••• 1. S2 
Ftnt _de, IDcludIIQI !alt ••••••••••••••••••• 1." 
Select II'8d •• lDcludlq tax ...•......•..•.... 2.20 

From NoftlDber 183". the market crade wal abolished and the price of the 
MOOIld If'8de flIed. at 1.28 mark. whOe the ftrat and ae1ed sradel were kept at 
the tame price. But the cerWleate. worth ,50 marlr. per kilogram were reintro­
duced tor people 00 rellel. The HCOnd .... de represented 76 per cent of the 
volume of producUou. .hUe the Orat and ee1ect .... de covered U.S per cent each. 

The price of the aecond IP"&de b a detlDlt~ axed retall price. wh11e the 
prices for ant and select poade an onl:r maxJmum prlen which mQ' be low­
ered b,. the trade If It choose ... 

'lb. larseat butter retail chalD. (VuJ:aul. Verbcuu' Norddeut.c1Ier Mollle-­
refen), O'WDed. hJ' a IP'OUP of ee.st·GermIUl co-GperatiTe cnamer:lq" &lns the 
followi ... data on the prices of aTe aradel of ma.rprlne a. tho were obtained. 
ID ita retaU "ores; 

Year n m IV v 
1930 ............. 2.t8 1.78 1.36 ." tll31 ............. 1.00 1.60 1.36 ." 1931 ............. 1.80 1.36 ." .58 
ttlllS ............. 1.20 1." 1.811 1.11 .78 
t9M ............. 1.20 1." 1.28 
1935 ............. 1.20 1." 1.28 
1936 ............. 1.20 1." 1.28 

'!be author fa obl1pd to both oorpon,Uooa tor their eourteq. 
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ever prices are fixed, of requiring consumers to buy 
other goods also if they want to get the scarce commodity. 
To prevent this, in the fall of 1936 the government Intro­
duced a system of rationing sales of fats according to 
customers' lists to be kept by the retail Btores, which are 
a less ignominious equivalent of war-time ration cards. 
In addition, any compulsion to buy fats in combination 
with other goods was declared illegal. The customers' 
lists have solved the problem of fair distribution of fats 
in the form of a retail-distributing quota. 

At the same time, the government felt it necessary to 
investigate the curtailment of fat supplies. When the 
reduction in margarine output was decided upon in 1933, 
the figUre set was hardly more than a guess based on 
past supply-price relationships. It is hardly surprising 
that adjustments had to be made when more money began 
to circulate at a faster rate and when the demand over­
compensated the increase in price. The production of 
margarine and lard compound (Kumllpeuefett) has in­
creased as shown by the following output figures in 
metric tons:1 

y.... 1fuprlDo......r .............. 

1934 ............ 381,682 12,167 
1935 ............ 407,185 12,867 
1936 ............ 423,252 13,643 

These concessions to consumers reflect the growth of 
domestic supplies of fata, so that the original restriction 
upon imports of raw materials was not directly affected. 

It is almost superfluous to ask who pays the excise 
tax. When the Prussian government, in a grim attempt 
to keep its budget balanced, in 1932 introduced a slaugh­
ter tax with a yield of 350 million marks, it was assumed 
that the butchers and the consumers would have to pay 
it In fact, by depressing cattle and hog prices, it was 

• ,, __ , ..., S_Ur. ..., 1,. 1117, p. m. P_ AprIl 1,. _ -

CIDftI' tile Saar. widell ... pnmoa.a, adDdecL 
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wholly shifted back upou the farmer. who was then the 
weakest party in the market. 

The result of the margarine tax is entirely different, 
for obvious reasons. Neither the fat producer nor the 
converter nor the dealer pays it. The consumer pays the 
tax because prices are fixed in all stages in such a way 
as to leave no leeway for shifting the tax burden. In 
1935-36 the margarine tax yielded 217 million marks. 
But this figure shows ouly the magnitude of the item in 
the budget for state revenues. As a measure of the bur­
den for the consumer it is rather immaterial, since what 
counts is the total price of fats and its relation to income 
and other goods, and not the derivation of fees or taxes. 

Perhaps the actual per capita consumption of food in 
Germany may show better than any relative figures how 
the German consumer has been aJl'ected by the fat mo­
nopoly and the cartel for the dairy industry. 

As Table 34 indicates, the average intake of all fats 
was 2.9 kilograms lower in 1935 and 1.6 kilograms lower 
in 1936 than in 1~ or 10.7 and 5.9 per cent lower. 
respectively. This does not mean that the population 
suffers from anything like a shortage of food. The total 
caloric intake in 1935 was about 5.5 per cent, and in 
1936 about 2.7 per cent, lower than in 1928.' But even 
these figures give no indication of any real suffering. As 
pointed out before, nobody knows enough about the 
physiological optimum of fat consumption in its relation 
to caloric requirements. The differences between Latin 
and North European levels of fat consumption are im­
portant in this regard. 

The German consumer. while he certainly likes to buy 
his food cheaply. is aware that he cannot expect to have 
the German farmer supply him permanently at the prices 
or price ratios that prevailed in 1932. It is recognized all 

'AaoorcUac to Sup"'- to !be IF_ ..... ., Ih G..- __ ,,., 
........ _. Feb. 1" 1137. 
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over the country that the well-being of the farm popula­
tion is to the ultimate benefit of the mass of the conllum­
ers, in part because it creates employmenl There can 

TABLE 34.-AVl!BAGB PBB CAPITA CoNSUHPTION OP VABIOU. FOODS 
IN GBBMANY, 1929 AND ANNUALLY 1932-86. 

hod 
KDol'I'amI per rear .... 111 

penent .... of 

""" 
,... .... .... .... .... ,... 

""" 
Bread flour .......... 106.8 98.0 101l.5 101.8 104.6 110.5 113 104 
Other graIos and leg· 

um .................. 11.5 11.8 12.8 11.5 10.7 91 93 
Potatoes •••••••••••• 172.0 191.0 187.1 179.9 173.8 171.0 90 99 
Sugar •• , •••••••••••• 23.4 20.2 19.9 21.4 21.7 22.5 III 96 
Fmlt8" •••••••••••••• 48.1 38.6 40.7 .... 34.3 37.3 97 78 
Vegetables" •••••••••• 41.4 41.0 41.2 .... 41.5 48.7 107 106 
Flab ••••••••••••••••• 9.2 8.5 8.8 8.7 9.9 11.8 139 128 
Eggs" •••••••••••••••• 8.0 7.8 6.9 .... 6.5 6.6 86 82 
Heat, exclodlng fate. 44.9 42.1 42.1 46.4 44.5 48.4 103 97 
Hut ••••••••••••••••• 117.0 105.0 104.0 107.0 109.0 113.0 108 97 
Cheese" •••••••••••••• 5.2 6.0 6.1 .... 6.2 6.3 106 121 

Butter ••••••••••••••• 8.0 7.5 7.8 7.8 7.8 8.0 113 108 
Margarine ••••••••••• 7.0 7.8 6.2 5.8 6.1 6.3 81 90 
Edlble oils ••••••••••• 2.0 2.0 1.8 2.1 1.8{ 2.5 78 81 Vegetable fate •••••• 1.1 1.2 1.3 .7 .7$ 
Bacon, Jard, tallow •• 8.2 8.5 8.1 8.3 7.7 8.1 95 99 

Pate ••••••••••••••••• 26.3 27.0 25.2 24.7 24.1 25.4 94 97 

• Buept: .. D01ed. data lrom SltIlutt..dJu JIIlufnuIt. un. p.. JrU,. 
• Data from SapplemeDt to the 1Vu~ Beport 01 tIu Germ.a I,..IItlJU lor 

B .. _ _ • Feb. 1" 1137. 

hardly be any better illustration of that attitnde than the 
fact that the stabilization of agricultural prices was be­
gun. and developed in its technique. by the representa­
tives of the German labor unions when they were the 
most influential party in the German Diel 

One phenomenon that baa attracted international at­
tention requires brief explanation. Under the rule of the 
food carteI there have repeatedly been shortage. of cer-
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tain food commodities. In 1935. and again in 1936. the 
retail trade was temporarily unable to meet consumers' 
demands for eggs. butter. lemons. and certain cuts of 
meat. These shortages are always of a sporadic charac­
ter. They find their explanation in the accidents of a 
planned economy. where commodities do not flow ac­
cording to the automatism of freely moving prices. so 
much despised by the advocates of planned economy. In 
such a system of commanded prices. commodities move 
at certain times only upon the order of the official who 
is responsible for that particular commodity. It some­
times happens that everything has not been taken cor­
rectly into account, that some forecasts were wrong. and 
that supplies are consequently inadequate in certain 
areas. 

This holds true not only for the domestic market but 
also for imports. for which foreign exchange has to be 
granted by another department upon application filed 
in advance. If the application called for too small an 
amount-perhaps not because the required volume of 
commodities was miscalculated. but because the price 
abroad went up-or if it was filed too late. the unavoid­
able consequence is a temporary shortage in the market, 
especially if the stocks and the usual carryover have been 
reduced as a part of the market policy. In the domestic 
market such errors can be more easily repaired, pro­
vided that not all of the available supplies had erroneously 
been disposed of too completely or too early. But such 
are the typical accidents of a planned economy which 
operates with scarcity as its main lever. and the results 
of the concomitant red tape even in a country with a 
civil service functioning as perfectly as that in Germany. 

EFFECTS ON MANUFACTURERS AND MERCHANTS 

In an attempt to evaluate the effects of the fat plan 
upon the processing industries and the merchants. we 
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have to consider first the influence of the higher price 
level and the consequences of the business recovery. 
With lower interest rates, stable wages, and a reduced 
pressure of competition, both converters and distributors 
are getting along more easily. The creamery industry 
and the cheese factories enjoy the peculiar advantage of 
increasing activity because of a rising share of domestic 
milk production in the market. Both have attained a 
much greater efficiency, are better organized than be­
fore, and enjoy a really prosperous business. The mar­
garine industry has lost 40 per cent of its turnover and 
the possibility of expansion, but has gained relative .ta­
bility under the quota system. 

The "merchants, however, have been under constant 
pressure. It has been one of the main aims of the Reichs­
nihrstand to satisfy the consumer and the producer by 
curtailing dealers' margins. This is in line with a claim 
of the farmer that has persisted through the ages. We 
have already noted that a rising price level tends aulo­
matically to reduce the relative weight of the gross mar­
gin and to improve the farmers' share in the retail price. 
The government, however, was anxious to reduce the 
margin still further. Table 35 shows how the prices and 
gross margin for butter have fluctuated, in marks per 
ton. 

The reduction in the gross margin, from 682 marks 
per ton in 1933 to 580 in 1935, is considerable. The in­
crease in the turnover of the butter trade has made it 
possible to utilize the overhead more efficiently. Butter 
has its special wholesale trade, but many retailers buy 
direct from the creamery. In the majority of cases, as 
explained in chapter iii, retailing of butter is not a spe­
Cialized 'trade but a part of the delicatessen or grocery 
store business. Costs of distribution in such stores are 
joint costs for all the dozens or hundreds of commodities 
sold. The same is true of margarine. When the total 
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supply of fats on the market declines, butter and mar­
garine acquire a special attractiveness for the consumer 
and the dealer. 

TABLE 35~BuTTBII PRICES AND PRICE MARGINS IN GERMANY, 
ANNUALLY, 1930--35' 

(MarD pel' ton) 

Butterl'rkIe Margin In 
Ye .. Butterprl9 at ntaU 0",. J)el'ceut of 

at cream...,. . .... marsln- ... '1DOl'l' 
prt .. 

1930 ........... 2.744 3.680 936 84.1 
1931. .......... 2.502 3.280 778 31.1 
1932 ........... 2.231 2.840 609 27.3 
1933 ........... 2.178 2.860 682 31.3 
1934 ........... 2.507 3.110 603 24.1 
1935 ........... 2.640 3.120 580 22.8 

• Data trom. BfldeaAetmer Mol1cere' ZeftllnG'. Dec. 20, 1935. p. 2838 . 
• lnc1udlna frelaht. wholesale u.penses (.torap. packln& tumO'Yer to. lD ... 

terut). and ntaIl expensea. 

The retailer might conceivably renounce any claim 
for a reward for his service and sell butter at wholesale 
price plus freight charges, as a kind of a special service 
to all his patrons who cover all their other requirements 
at his store. The city of Harneln for instance. had for 
many years an agreement with consumers' co-operative 
stores, whereby it granted them the exclusive right to 
sell a certified raw milk for babies in return for which 
they had to distribute that milk at farm prices. 

The possibility of such shifts in costs of distribution 
from one commodity to a group of others makes it very 
difficult to get a hasis for appraising the achievement 
represented by a reduced distributors' margin for fats. 
With the necessity of maintaining high prices for the 
farmer and keeping the consumer in good spirits, con­
stant pressure on the dealers' margin is a natural issue. 
This is especially true in an economic environment where 
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the maintenance of a low wage level is accounted a su­
preme necessity in order to foster industrial exports, and 
where, at the same time, the rising price level for im­
ported raw materials and foods threatens to overthrow 
the entire domestic equilibrium of prices and incomes 10 

meticulously guarded and patrolled. 

EFncrs ON ExPoRTS AND IMPORTS 

A final measure of the effects of the stabilization pro­
gram may be found in the changes in foreign trade. After 
all. the desire to save all possible expenditures for im­
ported foodstuffs was one of the essential motives in the 
drastic. restriction of imports. To understand the neces­
sity of watching with the utmost care the balance of pay­
ments and the liquidity in the foreign-trade budget, we 
have to consider for a moment Germany's political obliga­
tions imposed upon her by the former Allies. 

In 1928 the Dawes plan was in force. It provided that 
Germany had to pay reparations of 2 billion gold marD 
annually. Since such a transfer of savings was possible 
only with a favorable balance of trade and services, 
everything had to be done to establish that balance with 
a sufficient surplus. During the fairly prosperous yean 
with the inftux of American credits. the balance of trade 
remained unfavorable because the country could pay for 
its high requirement of foreign raw materials with credits. 
Even if we ignore the political obligations, it was inevi­
table that the country would be threatened with ec0-

nomic collapse whenever the inftux of credit should stop. 
The outflow of capital. forced by the run of foreign 
creditors npon German banks, made it necessary for the 
gov~ent to take emergency measures lest the supply 
of imported food and raw materials should be stopped. 
Such a catastrophe could be avoided only by increasing 
exports or by eurtailing imports. Since during the world 
depression the expansion of exports met fierce resistance 
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from the majority of nations which are the best markets 
for German export goods, the only alternative was to 
curtail imports and save every parcel of foreign exchange 
for purchases of raw materials. This in turn was a neces­
sity if the export industry was either not to lose ground 
or to expand. 

The balance of payments is directly tied up with the 
stability of the currency. How narrow became the leeway 
left to the Reichsbank is best indicated by the fact that 
from 1932 on the financing of the recovery policy forced 
the country to throw into the foreign-payment budget its 
last gold reserve that served as cover for the currency, 
and to sacrifice it for purchases of raw material. 

As a consequence of the political attitude of the Hitler 
regime, there was no possibility of securing a sizable 
foreign loan. Therefore the lack of a sufficient volume 
of export trade and the necessity to buy essential raw 
materials for the maintenance of employment, combined 
with the absence of a reasonable gold coverage for the 
currency, remain up to this day the real forces behind 
the restriction of imports and the attempt to build up 
the domestic resources in order to save foreign exchange. 
Here is a political deadlock or an economic trench war 
between Germany and England as the potential creditor 
for a loan to her. Germany insists on economic conces­
sions which England refuses to grant without an agree­
ment on the political issues at stake. With reference to 
the United States, a similar purely economic deadlock 
persists. The American industrial tariffs and the anti­
dumping legislation prevent a marked improvement in 
exchange of goods by normal trade as well as by barter. 

Bearing in mind the axiom of saving means of pay­
ments for foreign raw materials, we shall try to find out 
to what extent the restriction of fat imports has succeeded 
in making such savings. 

During the first three years of the Hitler regime, the 
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press and propaganda resounded with bold claims that 
at last a heroic attempt was launched to deliver the 
country from dangerous dependence on foreign food. 

As Chart 29 and Table 36 indicate, the main reduction 
in the amount of foreign exchange required for net im­
ports of fats, oil seeds, and oil cake wall made between 
1928 and 1932. Recalculated at the prices of 1928-1n 
order to get a rough index of the volume of trade-the 

CHART 29~BRMAN GROSS IHPORTI OP FATS (El<C1IPT BACON), 
IN TJIII)(S OP VALVII, ANNUALLY, 1928-35· 

(v.,,""" .".,.In4 _ __ Df.,."..., ""w' 

• Data fI'Dm SratutfM:Au JlIlufnIeA. fm~ pp. 174-77, aDd ibid., 1134, pp. 221-
23. 'Ibe width of _ bar 1DdIea1 .. the WW _I .. of _rio of tau. ............ JD mlIlIoa __ at the lap of _ bar. 'Ibe .... of ___ fa tho 

mae of Importo of the opodIIe4 taL -_ ta .... "" __ lnJ)' 
_oIL 

value of net imports declined from 1,543 million marks 
in 1928 to 1,517 million in 1932 and to 1,055 million in 
1935.1 In other words, the reduction of 863 million marks 
in the net imports between 1928 and 1932 was due to • 

aSIlllU1bdta IfIIufnu:b. tDJ. pp..174-77: IbIL. 0#. pp.~; .... 11114.., 
'-'_-25. 
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TABLB 36.--GBRMAN IHPORTS AND EXPORTS OP FATS (ExCEPT 
BACON), ANNUALLY, 1928--36· 

(MIlIt .. n mar"') 

Not Grooo Gro .. IWI< Butter 
Y,.. lmportl. lmportlO .... rtIO 

ImportlO !!%portIO ExportlO r-- IImportlO 

1928 ••.•••• 1.543 1.798 255 15.0 .8 435.4 .4 
1929 ••••..• 1.510 1.861 291 11.0 2.1 461.4 .5 
1930 ••••••. 1.215 1.419 204 6.0 3.2 316.9 .7 
1931. ...... &'iO 981 131 2.0 1.7 219.8 .3 
1932 ....... 680 735 65 .8 .9 106.6 .3 
1933 ....... 523 661 38 1.8 .5 83.8 .0 
1934 ....... 394 416 22 1.7 .S 73.7 .0 
1935 ....... S83 396 13 2.5 .8 86.6 .0 
1936 .•••••. 415 426 11 3.2 .2 97.7 .0 

Ob_ 
Y ... 

Lard. oleo Vegetable oUl MlIl'Il'arine, etc. 

[mpol'ta !!%POrtIO Importl !!%portIO Imports !!%porta ImoortlO !!%portIO 

1928 ....... 102.7 1.9 124.7 .5 86.0 120.9 17.3 26.6 
1929 ....... 106.3 2.8 132.1 .3 70.S 144.1 13.7 31.5 
1930 ....... 88.7 2.9 99.9 .1 71.3 93.3 11.0 25.3 
1931 ....... 62.7 4.4 81.7 .2 42.4 51.8 7.2 26.9 
1932 ....... 41.8 1.8 72.5 .0 38.6 24.4 10.4 10.2 
1938 ....... 38.7 1.6 43.5 .0 26.1 19.1 7.7 6.4 
1934 ....... 31.4 .8 19.0 .0 25.4 13.5 2.6 2.6 
1935 ....... 26.8 .4 20.5 .0 21.3 9.3 U .6 
1986 ....... 21.6 .1 29.1 .0 38.4 8.4 3.5 .4 

Tallow ADlmattat' OU_ OUeab 
Year 

Importa !!%portIO ImportlO !!%portIO Importe Ezpotta ImoortlO ~ 
1928 ....... 24.2 1.7 59.S 6.3 849.8 3.4 103.3 92.5 
1929 ....... 18.4 3.1 13.1 6.0 860.7 4.0 114.3 96.7 
1930 ....... 18.8 2.2 96.6 7.4 645.6 1.5 68.9 67.6 
1931. ...... 7.5 1.3 66.2 6.7 438.3 1.8 83.5 86.1 
1932 ....... 8.6 .6 62.1 5.5 320.5 .9 72.9 10.1 
1938 ....... 8.4 .2 38.6 3.1 268.6 .8 48.5 6.4 
1934 ....... 5.9 .0 26.S 2.7 219.9 .3 9.8 1.7 
1935 ....... 4.6 .0 44.5 1.8 165.5 .2 23.6 .3 
1986 ....... 6.6 .0 40.4 1.5 185.6 .1 4.8 .3 

• n..ta froom Stalf~rbclaea Iahr&ada, 1m. pp. 17 ... 77; ibid., 19.16. pp. 220-
23; Ibid .• :l9.n. pp. 10-43; and monthly omclal trade data. 

• Hard and son. 
• bcludIDI lMlcou. but 1Dclu4lnC wbale on. 
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reduction in volume by only 2 per cent, coupled with a 
54 per cent decline in the world level of fat prices. The 
reduction in the value of net imports from 1932 to 1935 by 
297 million marks was due to a 13 per cent decline in 
price. 

Facing these facts, it may be said that the plan has 
achieved its aim to the extent of at least restricting fat 
imports. It has succeeded in preventing an increase in 
the foreign-exchange budget for fats during the period 
of rising prices and of domestic business recovery, and 
even made a saving in addition. 

One puzzling question remains to be answered: why 
does Germany with its scarcity of foreign exchange con­
tinue to sacrifice the equivalent of 87 million marks (1935) 
for increasing imports of butter instead of replacing that 
amount of fat by whale oil for margarine production. 
whereby, for instance, seven-eighths of the value of the 
butter import could have been saved in 19351 As a mailer 
of fact, such a radical adjustment is equally inexpedient 
in foreign trade as in domestic policy. German exports 
to the Baltic countries depend on payments in farm pro­
duce, notably butter. Moreover, most of the import of 
buller does not require foreign exchange because it is 
bartered. The last but not the least important reason for 
the increasing imports of butter consists of the insistence 
of German consumers on having butter and not margarine 
spread on bread. Shortages of supply create subversive 
attitudes among farmers, trade, and consumers which are 
beyond control 

The rise of the price level abroad has aIao had the 
efl'ect of reducing the spread between fat prices in Ger­
many and those abroad. With the passing from the crisis 
into the phase of recovery, raw-material prices began 
to rise in the world markel Firat and moat drastically, 
prices of foreign agricnltural export commodities rose. 
This operated against Germany, because prices of raw 
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materials rose faster than prices for finished goods. Since 
she buys raw materials and exports finished goods mainly, 
the disparity in price advances curtails the advantage of 
savings made by reductions in quantities imported. 

Germany's net imports of food and feed materials 
declined from almost 5 billion marks at the peak of the 
prosperity in 1927 to 1.3 billion in 1934, or by nearly 4.7 
billion marks. The fat economy has contributed about 
1.2 billion marks, or 25 per cent, to that reduction. To 
this extent the restriction of foreign trade has done what 
it was expected to do. The other invisible part of such an 
account defies any attempt at statistical measurement. 
Nobody can say to what extent higher food prices have 
pegged the wage level and thereby handicapped German 
exports in overcoming their chief obstacle-the lower 
prices of competitors. It is equally impossible to calculate 
how much the reduction of German food purchases abroad 
has forced the countries concerned to refrain from buying 
German industrial goods simply with reference to their 
own balance of payments. The increased purchasing 
power of the German farmer has made up for a certain 
part of the loss incurred by creating more domestic em­
ployment. The real net loss lies, however, clearly on the 
side of Germany, because her industrial exports rep­
resented a higher amount of value added as a result of 
skilled labor, management, and invention than the agri­
cultural production plus the secondary industrial em­
ployment. A relatively important part of Germany's 
industrial plant lies commercially idle and has to be 
employed by public spending based on public borrowing. 

If we ignore these shortcomings of the entire scheme of 
self-sufficiency in a country with a surplus of skilled man­
power and a shortage of raw-material resources, we may 
say that the fat plan fits into and plays its part in the gen­
eral policy. 



CHAPTI!lI xm 

POTENTIALITIES FOR CLOSING THE "FAT GAP" 

Thus far, we have dealt with the situation aa it existed 
before the stabilization plan. and with the aims of the 
plan, the technique used,. and the results achieved. In 10 

far as other data have been accessible to the author, they 
have been used as supplementary evidence, as a check 
upon deductions and logical conclusions derived from 
official data and their official interpretation. It remains 
to evaluate cautiously the potential further development. 

Such an evaluation with reference to the total market 
is necessarily speculative and controversial, but the illue 
can hardly be dodged. Whether Germany possibly can, 
and whether she probably will, attain self-sufficiency in 
fats is a question that has been put time and time again 
to the best experts that Germany can muster; and it in· 
sistently offers itself to the reader of the foregoing pages. 
Will the country, with its limited land resources, be able 
to close the "fat gap," and,. if 10, how will it be done? 
Or, if the country cannot achieve that ambitious objective, 
where will it stop and why? 

H the author did not have a fairly intimate knowledge 
of German agriculture in its manifold aspects and through 
practical experience and research, he would not dare to 
attempt to anawer these questions. But since he had drawn 
the attention of German agriculture and the public to the 
fat problem and its intricacies before it was generally 
recognized as an important issue, and since he had also 
ventured forecasts, he feels strongly impelled to make a 
new forecast for some years to come, perhaps with greater 
apprehension and restraint than five years ago, but also 

274 
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with more evidence and larger experience than was then 
at hand. 

To avoid misunderstandings, certain assumptions must 
be set down. The process of changing the structure of es­
sential supplies of a whole nation against many odds, 
and of turning a trend that has persisted for sixty years, 
depends on circumstantial factors and the existing objec­
tive margin for freedom of action as well as on the politi­
cal action itself which utilizes that margin. Since the latter 
is largely irrational in character and therefore unforecast­
able, it must be excluded from the speculative discussion. 
It has to be assumed that the German government will 
continue to try, with the same energy as in recent years, 
to utilize every opportunity to make the country self­
supporting in fats. With such a limited working hypoth­
esis, the possibility that the country will change its en­
tire foreign-trade policy, and consequently a good deal 
of its domestic economic policy, also, must be excluded. 

In an attempt to estimate the existing margin for 
activities toward self-sufficiency, it must also be borne in 
mind that the margin is not measurable objectively. Cer­
tain economists make the serious mistake of assuming 
that physical or economic circumstances leave man no 
alternatives but have a plainly determinable value. They 
forget that man himself changes his margin for action; 
and, moreover, that actions which are not directly aimed 
at changing basic conditions do change them nevertheless. 

Approaches toward a solution of the fat problem from 
the side of drastic changes in the human consumption of 
fats, except for desperate emergencies, are almost incon­
ceivable and can therefore be ignored. It is a fact that 
there is a certain wing of opinion in Germany contending 
that the country should abandon the high fat-level ideal 
of northern Europe and be content with the lower fat­
level of the south Europeans, use more vegetable oils and 
less animal fats, use less rat and more starch. Feasible 
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though shifts from one type of fats to others are, the re­
duction of the total consumption of fats, even with re­
placement by sugar and starch, would be a most doubtful 
undertaking. Probably the changed age composition, 
which results in a larger proportion of adults in the total 
population, makes for a higher total intake of fats. A. 
long as the people insist on their customary demand for 
fats, a shortage of supplies creates a most uncomfortable 
situation in the market-even under dictatorial rule. 
The discussion of potentialities for closing the "fat gap" 
must therefore center on supplies. 

The first step toward an evaluation of the German fat 
supply during the next five years must be devoted to the 
most tlexible portions of the fat economy. 

In 1934 Germany produced 1,101,000 tona of pure fat. 
All told, cattle contributed 641,000 toni of milk fat plus 
68,000 tons of tallow (including negligible amounts of 
tallow from sheep). Goats yielded 37,000 toni of bulterfat. 
Hogs accounted for 324,000 toni of fat in the form of 
bacon and lard. Oil seeds probably contributed some 
40,000 tons. German agriculture is organized and operat,. 
ing on the principle of high yields per acre, which it 
typical of intensive agriculture where land it scarce and 
other means of production are relatively abundant. The 
first question, therefore, must be how to produce more fat 
by fostering those branches of production which yield 
the highest output of fat per acre, not per farmer. 

Once before, during the emergency of the war block­
ade, the country had to calculate the lame way. Aereboe 
has pointed out that, as a member of the War Food Coun­
cil, he relied on the following data on average fat yields 
per hectare (in kilograms), which were supplied by other 
experts; 

53 if used lIS pasture for dairy eatUe (plUll 48 kilogratUll protein) 
80 if ased for grazing oun for fattening (plUll 64 kilograms pro­

teiD) 
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180 if grown with barley for fattening bogs (plus 40 kilograms 
protein) 

680 if grown with rape (plus 650 kilograms protein) 

These data' seem to hint at a simple solution. Yet it will 
be seen that the task is more involved than appears at first 
sight. 

CATTLE AND HOGS 

The German cattle herd is a dual-purpose herd. Since 
there are practically no meat cattle, as such, the German 
herd has to supply milk as well as meat." The most realis­
tic way to learn how much fat cattle produce per hectare 
is to divide the total output of hutterfat and tallow into 
the total acreage used for the maintenance of the cattle 
herd, including pastures, meadows, and fodder crops on 
tillage. The 709,000 tons of butterfat plus tallow produced 
in 1934 were the yield of 12 million hectares-an average 
of 59 kilograms of fat per hectare-as a joint product with 
almost one million tons of beef. If we were to count the 
fat which is not separated from the beef, but is neverthe­
less an important element in the fat supply, we should 
probably arrive at something like 900,000 tons of butterfat, 
tallow, and beef fat--{)r 75 kilograms per hectare. In the 
German husbandry of cattle, lean and fat are about 
equally prominent. 

It is much more difficult to point out how much land 
is used to feed hogs, but we may at least hint at the prob­
able yield of hog fat (in the form of bacon and lard) per 
hectare. The average yield of potatoes is about 16 tons 
per hectare, while barley yields 2 tons. Assuming that 
four units of potatoes equal one unit of barley, and assum-

I Fl"Ieclrlu Aereboe. Du Btn/fDU de, ",.iefIQ GII/ die IGlldwtrl.ehaflUche 
Prodalt"olt In Deur.chl4ltd (Wlrtschatts- and SodaIaescbichte des Weltkrfeaea. 
Stuttaart. BerU.o. Lelpa1& New Haven. 1827), p. ea. 

• The few henh of cross-bred shorthorn. In some sea marshel north of the 
BIlDlh1U'l-Lraheck line. and some of the Stmmenthal meat herds ID the lubalpine 
........ 1IIA7 be .... _ In thIa """,_OD. 
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ing also that the acreage under barley equalll that under 
potatoes, the average yield per hectare in potatoes and 
barley would be 3 tons of grain equivalent. Converted 
into hogs, this represents approximately .6 ton of hogs 
(dead weight), or .1 ton of pure fat, if we do not count the 
fat pork. If the method of extracting the fat from the meat 
also were to be considered, one hectare would yield from 
.15 to .23 ton of pure fat. This would lltillleave out of ac­
count the pork protein, which i8 a joint product. 

The fact that cattle are the source of 1 million tonI of 
meat, and hogs the source of 2.3 million tons of meat 
(both in 1934), has to be considered most carefully. 

If the total production of hogs should increase 8harply. 
it would tend to depress hog pricell. To increase the 
output of fat through hogs requires, therefore, that in­
crease in the supply of meat be avoided by raising not 
more but fatter hogs, unless the increased 8upply can be 
sidetracked from the meat market by extracting the fat 
from all the surplus hogs, thereby insuring that only a small 
percentage of preferred cuts of pork appear as lIuch in 
the market. 

It seems probable that the trend of recent years to­
ward higher weights of hogs will continue. In order to 
fatten hogs to a heavier slaughter weight, the country 
needs more carbohydrates. Since the carbohydrate yield 
per hectare of potatoes is twice as high as that of barley, 
potatoes produce the same volume of carbohydrates on 
only half the acreage. It seems logical to expect the potato 
crop to be expanded perhaps up to 50 million tons as com­
pared with an average of 44 million for the years 1931-35. 
An average increase of 6 million tons of potatoes, or 1.5 
million tons of grain equivalent, would produce 300,000 
tons of 'hogs (dead weight) or 50,000 tonI of pure fat, 
or, if all the fat were extracted, up to 100,000 tons or more. 
H the total supply of hogs should rise, lIuch extraction may 
become necessary to relieve the meat market. The in-
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crease of 380,000 hectares in potatoes would tend to create 
another deficit in the national food supply. To make up 
for that loss, grain yields per hectare would have to be 
increased by 3 per cent, or a corresponding increase dis­
tributed among grains, potatoes, and sugar beets. 

If the output of butterfat and tallow is to be increased 
also-a policy which is stressed with great vigor-the 
problem is again how to improve the feed supply, and 
how, at the same time, to avoid the depression of the beef 
market which will follow a surplus. All the methods that 
have been mentioned in chapter xi will slowly raise the 
total feed output. But unless this is achieved by higher 
yields per hectare of grass and other fodder crops, it will 
again be necessary to make up the deficit caused by shift­
ing land from one use to another. The attempt may be 
made to put the best pasture land under the plow, in 
order to produce fodder crops which yield much more 
feed per acre than pasture. On the other hand, inter­
mediate crops will be used to raise two crops per year in­
stead of one. Many mixtures of legumes have long been 
used in all the better climates. Unfortunately, they are 
fairly expensive because of high seed costs and relatively 
low yields. They also require more labor at the peak-load 
period. 

Larger crops of sugar beets promise to be the most 
efficient aid to the dairymen, because the crop of leaves 
and tops, either alone or with the additional supply of by­
product chips, yields a high feed volume per hectare. 

A rise in the cattle herd must be prevented not only to 
avoid a surplus of beef, but also to make cows and cattle 
in general fatter for slaughter and to increase the milk 
yield per cow. If the butterfat yield per cow rises consider­
ably, this will most favorably alter the total cost of produc­
ing fal The value of milk increasingly exceeds the value 
of the culled dry cows. If the yield per cow rises high 
enough, the price obtained for the outworn "machine" 
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when it has to be scrapped does not matter. It may even 
become economical to dump the culled cows, unfattened, 
into the feed market. Denmark did this, even before the 
last depression; cows were scrapped by converting the 
carcasses into industrial fats and meat meal for hogs and 
poultry. 

The same issue, of diverting a part of the joint product 
from the food market to the feed market, looms up in the 
production of milk. The more butter Germany produces, 
the more skim milk or milk protein will become available. 
As soon as the capacity of the market for absorbing cheese, 
skim-milk powder, and evaporated skim milk iI taken up 
to the saturation point, all the rest of the protein has to 
go into the feed manger. But since Germany also seeks 
to attain independence from foreign protein feeds, this 
form of utilization of the by-product milk protein fits into 
the general plan. 

It may be safely guessed that the German output of 
butterfat will continue to rise for a long period. An annual 
increase of 10,000 to 15,000 tons of butterfat seems to be 
attainable. In five years thil would contribute an in­
crement of 50,000 to 75,000 tons of butterfat plus an equal 
weight of protein. The required improvement of the aver­
age fat yield per cow and per annum, from 65 in 1936-37 to 
70 or 72.5 kilograms in 1941-42, is attainable, though it 
will require much more effort with a herd of ten million 
cows than for one of two or three million cows, sucb as 
those of Denmark, Holland, Switzerland, and similar pro­
gressive dairy countries. where conditions for the whole 
dairy industry are more nearly uniform than those in the 
ditrerent parts of Germany. 

On. SEEDS AND SoY BEANS 

The third lever for railing more fat is the production 
of rapeseed and linseed. One hectare of rape yields .5 
ton of pure fat; thiI iI five times as much as hogs via 
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potatoes, and more than eight times as much as cattle. 
Rapeseed cake, the by-product, when used as a feed for 
milk cows, yields .08 ton of butterfat. Hence one hectare 
of rape really produces approximately .58 ton of fat. If 
the rape acreage could be increased from 100,000 hectares 
in 1936 to 200,000 in 1941, this increase would eventually 
contribute 58,000 tons of fat. To make up for the former 
yield of the 100,000 hectares shifted into rape, the only 
feasible way would be to increase the yield of grains, 
potatoes, and sugar beets or to shift pasture into hoe crops 
plus cow fodder. Such shifts and consequent adjustments 
can be achieved slowly, although there may be setbacks 
due to poor crops. In general, this discussion shows how 
narrow are the limits for changing agricultural production 
when a relatively high grade of intensity has been reached 
and the land supply is so strictly limited. 

In German technical bulletins and journals the im­
portance of the soy-bean plant is frequently stressed. It is 
pointed out that soy beans contain 36 per cent crude pro­
tein, 18 per cent fat, 20 per cent carbohydrates, 1.6 per 
cent lecithin, and 5 per cent mineral substance.> It is as­
serted that in Germany soy beans yield as much as in 
Manchuria-from one to two tons per hectare. But the 
government has not found it worth while to establish such 
soy-bean prices as would stimulate production. The prop­
agandists for soy beans call for a price of 400 marks per 
ton. With a yield of 1.2 to 1.6 tons per hectare, this 
would mean from 480 to 640 marks per hectare. Inas­
much, however, as soy beans are predominantly a source 
of protein and yield fat only as a by-product, the decision 
whether soy beans shall replace other crops falls primarily 
in the realm of protein economy, although it is ultimately 
a question of the price relation between fats and proteins 
whether fat or protein counts more. 

I Por example, .. A.. DleckmaDa-BeImbaJw. Dte deat.cIa. Soja&oitne (1Ier­
lID, 1187). 
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Factors operate agaiDst the soy beaD that have been 
meDtioDed time aDd agaiD. The soy bean is a delicate 
plaDt that has beeD adapted to German climates only iD 
receDt years. It competes iD the most iDteDsive truck­
farmiDg, hoe-crop, aDd fmit belts, where plaDts with the 
highest yields are grown. As priDcipal crops. legumes 
fit much better iDto exteDsive farmiDg because of their 
low aDd unreliable yields. They can utilize DitrogeD from 
the air, aDd potash aDd phosphoric acid from the upper 
subsoil. But all these capacities do Dot COUDt much in 
a system where artificial plant food is used to such an 
exteDt "IDteDsive" plants, i.e., plaDts with a high capacity 
for consumiDg fertilizers, are preferable to thrifty plaDts 
like legumes, in spite of the capacity of the latter to im­
prove the soil. Soy beans require a larger amouDt of solar 
radiation thaD Germany has available except in a few 
counties. Following decades of iDtensive breeding. the 
GermaD Chemical Trust iD 1929 abaDdoDed its soy-bean 
divisioD as a hopeless eDterprise from a commercial stand­
point; and though receDtly this research is said to have 
been resumed. the prospects are Dot much better. 

If all the changes previously assumed were to take 
place within the Dext five years, and if per capita COD­
sumption remained the same as it was iD 1934, the deficit 
of 600,000 tons of fat for food would be reduced by 100,000 
tons of fat from hogs. by 50,000 to 75,000 tons of butterfat, 
and by 58,000 tons of vegetable fat This total of 208,000 to 
233,000 tons would stilI leave a deficit in food fats of some 
367,000 to 392,000 tons, to lay Dothing of the 344,OOO-toD 
deficit in fats for the soap industry. But the GermaD pOpU­
latioD increases by some 350,000 to 400,000 per annum. or 
in five years by approximately 1,750,000 to 2,000,000 
people.' With an average consumption of 20 kilograms 
per capita, this adds another 40,000 tons of fat required for ._. _____ fliltIIe.........-.._ tile &or-
__ oI __ ' .... a __ .. _u ... __ IaJ-. 
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food; and it still leaves the fat deficit for food at some 
400.000 to 450,000 tons, unless a rather improbable further 
acceleration in domestic output can be achieved. 

CHEMICAL PossmlLITlEs 

Within the field of production a certain further po­
tential resource has to be mentioned. Many years ago 
Professor Bergius developed a process for chemical con­
version of wood into a carbohydrate feed which can be 
processed into sugar. The Scholler process permits at­
tainment of the same end. In principle, these processes 
solve the problem of how to produce meat and fat from 
pine or other poor varieties of wood, which will grow on 
the poorest sandy soil far below the limits of agriculture. 
Wood carbohydrate may be fed to hogs and thereby con­
verted into meat and fat, and feeding experiments have 
given evidence of the good quality of the product It may 
also be converted into a valuable yeast protein, with car­
bon bricks as a by-product. 

Unfortunately, after almost ten years of small- and 
large-scale experiments, the question of production costs 
has not been answered conclusively. The cost of transpor­
tation of poor grades of wood seems to be almost pro­
hibitive. Costs of hauling logs out of the forests have 
been reduced by the use of pneumatic tires and roller 
bearings on the hauling wagons. But this only reduces 
the cost for draft power, and poor grades of wood cannot 
yet be profitably hauled. If heavy timber from forests 
near the main rafting rivers is used. the price of the timber 
is prohibitive. If waste wood or poor grades in remote 
forest areas are used, costs of cutting and transporting 
become prohibitive. This is why this resource is left idle, 
under the most ideal circumstances that could be imagined 
for the exploitation of this invention-the "fortress econ­
omy" of Germany today. 

Even if the product could compete with agriculturally 
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produced feed grains, another difficulty would remain. 
Germany is a wood-importing country. The demand for 
wood has increased with the building of a vast new in­
dustry producing substitutes for cotton and for wool, 
such as staple fiber, vistra. and wooIstra. German forestry 
has such a remarkably long tradition of efficiency that 
hardly any reserves of increased production exist that 
have not been already exploited. From this side. no great 
surprises are to be expected within the near future. 

All the approaches of the fat plan toward the aim of 
self-sufficiency in fats, from the production side and from 
the side of human consumption, have applied the lever to 
that part of the fat economy where one should not expect 
the greatest leeway for progress. The largest pOl8ibility 
for reducing the country's fat requirements lies in con­
sumption of soap and candles. It is said that Germany, of 
all nations, has the highest per capita soap consumption. 
Though it may be difficult to prove this by accurate statis­
tics, it is probably correct that in this respect Germany is 
in the top rank. The lOap industry utilizes "inedible" and 
waste fats. But the demand has long since grown to luch 
proportions that the great resources for vegetable fats in 
the tropics have had to be tapped in competition with the 
margarine industry. Modem methods of refining, decolor­
ing, and deodorizing render any fat 10 white. bland, odor­
less, and tasteless that former limits to the variety of fats 
that are available no longer exist In the last two decades 
the soap industry has shifted more and more to the uae of 
palm oil and palm-kernel oil, two products of the lame 
plant 

If chemistry should sncceed in making lOap from other 
materials than animal or vegetable fats, and if BUch other 
materials can he produced in Germany, it will help to 
close the "fat gap." During the war period, when the 
country began to starve because of lack of fats, the Ger­
man chemist Carl Neuberg solved the problem of produc-
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ing glycerine synthetically. The process requires carbo­
hydrates as a raw material from which it derives the 
product through alcoholic fermentation. Either potatoes 
or artificial wood-sugar (Bergius) may be used. During 
the war Neuberg's invention was used to the limit for the 
production of nitroglycerine and its tamed form, dyna­
mite. Today its use is handicapped because carbohydrates 
are scarce and the costs are too high. Under normal eco­
nomic conditions the process is too expensive to compete 
with natural glycerine, which is essentially a by-product 
recovered from waste fats. 

The replacement of fats in soap must therefore be 
attacked from another angle. Germany has an abundance 
of coal and lignite ("brown coal"). Coal is the raw material 
for the synthetic production of gasoline and lubricants. 
It is also the raw material for substitutes for the soap base. 
At present considerable amounts of industrial soap are 
already produced from lignite and bituminous coal. 
Candles-formerly another though nowadays relatively 
unimportant use of fats-are now made almost exclusively 
from lignite derivatives. It is not impossible technically 
for the soap industry to shift over entirely to the use of 
synthetic raw materials for every purpose except that of 
fine toilet soaps. Whether or not this will materialize will 
be decided by costs and prices. 

But chemistry has launched another, more direct at­
tack upon fats as a raw material for soap. Instead of 
removing dirt by means of soap, dissolving the fat and 
grease which makes the dirt stick to the surface of textiles 
or other goods, these fats and greases may be directly 
turned into soap (saponified). During the war, direct re­
moval of dirt by mechanical means was used to save fat­
soap. The country then produced clay soap with a small 
fraction of real soap added. Clay simply rubs the dirt 
off the skin. But since the war the German cleanser indus­
try, with the powerful Henkel factory at Cologne as its 
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leader, has developed a number of chemical compounds 
which contain alkalis or discharge nascent oxygen. Some 
of those, used for washing textiles, contain a little fat. 

Another interesting process, which might be called a 
biological one, yields a-washing powder containing no fat. 
It is based on the fat-digesting enzymes in the intestinal 
glands of animals, and is produced from them. 

The total saving of fats by the use of washing powders 
has been estimated at about 100,000 tons. Though the de­
tails of that private guess are not known, it sounds reason­
able. 

Washing powders and synthetic cleansers have to some 
extent taken the place of soaps wherever suds are used. 
For dishwashing in the restaurant and household, for 
washing cans and milking machines on the farm, and for 
the huge bottle-washing machines in the milk-bottling 
plants and in brewing and mineral-water industries, such 
fat-free soap substitutes are used exclusively .. This proc­
ess of replacing animal and vegetable fats will go on 
as chemistry supplies better substances for detergents. 
Thus far, it encounters limits wherever the human skin or 
hair, or where other protein substances like wool or silk, 
must be treated. They obviously can stand neither much 
alkali nor much nascent oxygen. The bottle-washing 
powders, for example. cause bad lacerations and eczemaa 
on the hands if they come frequently in touch with the 
skin. Soaps for toilet use and for washing wool and .ilk 
are thus far the strongholds of fat-soap. 

Table Zfl indicates that the soap industry consumes 
about 63 per cent of the fats used industrially. Up to 1934 
the trend of consumption was definitely upward. Ap­
parently, all the chemical inventions only prevented a still 
faster growth. It is doubtful whether these figures have 

'ID the IlDlted su .... at ___ ..... ___ .wI _ 'or 
dlabwaablDa .... almo.t ad.....,.d,. ... fona of _p" dddl,. fI.a.II.a aDd 
_don. 
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any bearing upon the trend after 1934. Because up to 1933 
the soap industry took full advantage of the sensational 
decline of its raw material prices on the world market, 
individuals and industries could not only maintain their 
soap consumption through the depression but were able 
to expand it, just as individuals did their margarine con­
sumption. This was promoted by the extreme competition 
that existed in the soap industry, and especially in the 
soap trade. 

TABLE S7.-FATS USBD IN GERMAN NON·FooD INDUSTRIES, 
ANNUALLY, 1928-34" 

(!'hou.tCllltl fon_ of pllJ'e fat) 

Ind ...... ms ,.,. 1010 lOSl 1'" ms 

Total ..••.•..•.•..••...•.•••••.•.•••••• 345 332 322 311 320 315 
Percenlage domealically produced .• 17 19 18 18 18 13 
Soap Industry •••••••.•••••••.••••••.•. 210 200 210 210 220 240 
Paint BDd vamisb Industry .••.•.•••••• 83 80 65 60 60 85 
Linoleum, oilcloth. BDd imitation· 

leather Industry .................... 25 27 23 18 16 20 
SteariD BDd similar Industries ......... 17 16 15 15 15 17 
Leather industry ...................... 10 9 9 8 9 13 

• Dat_ fl'om .. on cler DeckeD. Deut.chltutd. VenoJ'lrURO' ••••• p. 74. 
• I'rollmIDar>' clalL . 

,.... 
r--
405 
15 

255 
95 

25 
17 
13 

It was only in 1934 that technical fats were subjected to 
regulation, hence the data in Table 37 are inconclusive 
regarding the influence of the fat plan. What they do • 
clearly show, however, is that soap is of considerable im­
portance so far as a possible saving of fats is concerned. 
If we divide the 255,000 tons of fat used for soap by the 
population, we arrive at some 3.8 kilograms per capita 
consumption of fats for soap. It is obvious that the re­
placement of only half of this amount would be easier than 
to obtain an equal effect in the food fat budget from either 
the production or the consumption side. 

It may be asked, then, why the fat program did not at-
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tack. the problem immediately from this angle, the more 
so since war experience showed that great savings can be 
made by curtailing the fat supply for the soap industry. 
Possibly, for all its broad scope, the plan did not go far 
enough, and operated only on food fats because these 
seemed the essential concern of the governmenL More 
probably, however, another reason was responsible for 
the omission. The higher prices for oils and fats, and 
restrictions upon the supply of foreign exchange and of 
actual supply of fats, were already stimulating the in­
ventiveness of chemists in the cleanser and washing­
powder industry to the limiL These industries belong to 
the best and most reliable taxpayers that the country has. 
To subsidize them is neither necessary nor desirable. 
Hence the country can safely count upon gradual replace­
ment of other domestic raw materials for fats in soap 
production in any evenL 

As Table 37 also shows, the other main consumers of 
fats for technical purposes are the paint and varnish in­
dustry and the linoleum, waxcloth, and imitation-leather 
industry. In both cases the oils naed as raw materials are 
so-called drying oils. The best-known drying vegetable 
oils are linseed oil and tung oil Chemistry is, however, 
succeeding more and more in converting other fats into 
drying oils, thus enabling the industry to choose its ma­
terials according to prices. Yet this does not affect the 
deficit in fats. The chief opportunity for making adjust­
ments consists in replacing plantseed-oil paints by mate­
rials that bind the pigment to other drying liquids. Prob­
ably no other country has gone farther in that direction 
than Germany. The German dye, paint, and varnish in­
dustries have developed a wide range of cellulose and 
other paints and varnishes that contain no vegetable oil 
and have superior qualities. On the other hand, the prog­
ress made in nonstaining metal alloys renders unnecessary 
a good deal of the former painting of metals. But it is 
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improbable that the demand for vegetable-oil paints will 
shrink much, since linseed-oil paints are still the most 
inexpensive and useful treatment for all kinds of wood­
work. A.s Table 37 indicates, this demand fell off during 
the depression and rose to prosperity heights as soon as the 
building industry became active again. But it is also a 
question of the upkeep of wooden structures. In all coun­
tries, as soon as depression starts, this expenditure (re­
painting) is the first to be postponed for several years. 

In the linoleum industry, no substitutes have been in­
vented in the production of good "inlaid" floor covers. 
Linoleum consists of dried linseed oil in a mixture with 
cork or cork and rubber. The cheap American types of 
paper-linoleum are practically unknown in Germany. 
Here also it is improbable that great changes will occur, 
because linseed is the cheapest raw material for this pur­
pose. On the other hand, linoleum has been known and 
used so long in Germany that radical changes in the de­
mand can be expected only if a better material should be 
produced at equal or lower costs. 

A GERMAN WHAUNG INDUSTRY 

In principle, another resource for fats is accessible to 
Germany. Whaling might be organized with a German 
whaling fleet. This requires capital investment and the 
training of crews. The leading German industry pro­
ducing soapflakes, kitchen soda, and similar cleansing 
materials has recently been compelled to take an interest 
in the whaling business, mainly at the suggestion of the 
Four-Year Plan authorities. 

A small German whaling fleet now exists. Its owners 
have hired whole Norwegian crews of whalers. In the 
spring of 1937 the whaling fleet consisted of a mother or 
cooking ship and the necessary complement of whale­
boats, plus two chartered outfits. The 1936-37 season 
was estimated to yield a pure fat equivalent of 15,000 
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metric tons compared with 5,000 tons in the preceding 
year.1 

During the Antarctic whaling season 1937-38, Germany 
was able to more than double her 1936-37 catch. Her .hare 
in the international whale-oil production amounted to 
90,000 tons. At the same time the Norwegian Whale Oil 
Selling Pool sold to Germany 107,000 tons of whale oil 
produced on Norway's factory ships. While the interna­
tional output rose Z1 per cent above that of the preceding 
year, prices declined to £12-13 sterling per ton compared 
with £17-18 in 1936-37. The Norwegian tleet hall kept up 
its production and reduced its unsold carryover, although 
at prices which are said to be below the costs of produc­
tion! . 

H the country had not exploited this opportunity on 
a larger scale, there were several reasons. The policy to­
ward self-sufficiency, recovery, and rearmament absorbs 
such huge amounts of capital for long-term investment 
that many projects have to be postponed temporarily. 
The costs of whale oil are higher under whaling with 
German boats than under purchases from Norway, be­
cause the Norwegian investment has been amortized to 
almost nil while the German whalers have to amortize 
their new equipmenL In 1935, when the world output of 
whale oil (1935-36) totaled 486,000 tons. Norway ex­
ported 230,469 tons of whale oil to Germany at an average 
price of 166 marks per ton or 16.6 pfennigs per kilogram! 
In 1936 this export declined to 115,580 tons." H we look 
upon whaling without consideration of cost. but only 
from the standpoint of foreign exchange, we find that the 
purchases of whale oil now require no foreign exchange. 
This is now secured in barter trade. Moreover, if Ger-, 
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many were to cease buying Norwegian whale oil entirely, 
Norwegian trade could answer with retaliatory measures, 
and for the moment Germany does not want any addi­
tional obstacles to her industrial foreign trade. Such a 
calculation must also consider other possible changes. If 
the general economic condition of Germany should de­
velop favorably, the exchange of German industrial goods 
for the produce of Norway's fisheries, other than whale 
oil, may continue on an even larger scale than today. 

Germany may nevertheless try to supply all her whale 
oil through her own whaling fleet. If German whaling 
were to yield 250,000 tons, this would leave a deficit of 
only 90,000 tons of edible fats. Compared with the origi­
nal deficit of 600,000 tons of fats for food, this would repre­
sent ouly a small remaining gap which might be closed 
eventually. A complete solution of the fat problem, in 
the sense of complete self-sufficiency, would require, in 
addition, the elimination of the total requirement of the 
soap industry. 

This very sketchy outline indicates that technically 
it is not impossible to make Germany independent of 
foreign fat supplies, given sufficient time. All retarding 
factors duly considered, it might take at least a decade 
and probably much more before such a goal could be 
attained. In practice it is much more likely, however, 
that no such 100 per cent program will be fulfilled, but that 
domestic fat supplies will rise steadily at a moderate pace. 

ECONOMIC POSSIBILITIES 

It seems safe to say that economic science can point out 
certain possibilities in the future economic process. In 
spite of the excessive self-confidence of a particular type 
of economist, it seems equally safe to say that economic 
science will never be able to state what is impossible, or 
to define the limits of man's freedom of action in his 
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economic activity. Attempts to do 10 are not merely be­
yond tbe competence of economic science; tbey also in­
volve misjudgments regarding tbe limitations of human 
knowledge. Economic reasoning proceed. by rational 
metbods according to limited experience, or witb logical 
deduction based on certain auumptions al to human 
psychology and behavior. But tbe economic life of nations 
is conducted according to economic maxims only to a 
certain extent A remarkably large part of economic 
policy is determined politically. Conclusions concerning 
future possibilities of German economic policy can hardly 
be more tban an opinion. How well such an opinion is 
conceived can be demonstrated only in tbe course of 
history •. 

As to the duration of the era of planned economy in 
Germany, it does not seem permiaaible to argue that the 
present policy could not be adjusted to more normal and 
relaxed economic conditions. If Germany were relieved 
from tbe nerve-racking economic presaure and strain of 
moving on the brink of economic collapse, year in and year 
out, it is probable that the shining CuirBS8 of the planned 
economy would gradually be stripped ofl' as an unbear­
able and even uselesa nuisance. No matter how such re­
laxation might be achieved. whether peacefully or by 
force, this would be a most probable coll8eql1ence. Ec0-
nomic and political reconciliation with other powers, a 
foreigu loan. or new favorable trade treaties might bring 
about the change. If concentric political preuure from the 
side of Germany, Italy, and Japan and their smaller allies 
should succeed in overcoming their present shortage of 
foreign exchange, this might bave very similar efl'ects. 
The fervently claimed former colonies which may be re­
turned to Germany sometime in the future seem to be tbe 
most dubious item in calculations for an improved fat 
supply. It wonld require a long-term investment and 
would yield only over longer periods. 
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Basic changes·in the entire economic situation of the 
country that, twenty years after the Armistice, still finds 
itself in the plight of the loser of the World War would 
probably change the prohlem of the fat economy at its 
very roots. The country would certainly continue to in­
crease the interrupted per capita consumption of fats and 
would buy huge amounts of foreign oil seeds, while main­
taining a moderate protection for the domestic animal-fat 
industries. The present policy toward closing the "fat gap," 
based on the philosophy that no other solution is conceiv­
able, would fade away under the powerful impetus of a 
prospering industrial export policy. This would be espe­
cially likely if Germany should obtain a position in her 
international relations which removed the reasons for the 
phobia of food shortage. 

However, as stated before, this is a vague opinion based 
on historical observations and on the persistent sentiment 
of influential German economists, among them Dr. Hjal­
mar Schachl 

From this optimistic forecast we turn to the question: 
What migbt happen if the precarious German economic 
and financial situation should take a tum for the worse? 
The answer lies beyond reasonable speculation. because 
it involves social and political upheavals of incomprehen­
sible dimensions. The author is more inclined to antici­
pate final though long-postponed success of the German 
struggle for greater economic freedom of action. 

For the American observer it may be said, however, 
that under the most optimistic prognosis there is not too 
much hope of reopening the German market for large 
quantities of American lard or bacon. The German policy 
of protecting the German farmer will be maintained even 
if import duties generally should be lowered. The markets 
for butterfat, tallow, lard, and bacon will remain well 
protected. Increasing imports of butter might be expected, 
while the cheapest fats such as oil seeds and whale oil 
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would be imported in larger quantities. Still, no predic­
tion is trustworthy because too many items in the calcula­
tion are flexible. If sufficient compensation in the form 01 
tariff reductions on industrial finished goods should be 
made and if lard should be offered at sufficiently low 
prices, Germany might even reopen her lard market 
within narrow limita to the corn-hog farmers 01 the Middle 
Wesl Since in this country hog fat has lost out in the 
battle with processed vegetable oils, there is scant reason 
to expect a contrary result in Germany, especially as long 
as the same amount of foreign exchange buys four to five 
times as much whale oil as lard and as long as the German 
consumer prefers a whale-oil margarine to lard. 



CHAPTER XIV 

ECONOMIC IMPLICATIONS OF THE 
GERMAN EXPERIMENT 

The reader of the preceding chapters, especially if 
an economist, has certainly been often struck by the lack 
of obedience to the laws of costs, and even by the lack of 
any consideration of them, so obviously demonstrated by 
many of the measures and policies explained. Valid as 
most such economic objections may be, in an environment 
where lowering costs wherever possible is considered as a 
moral obligation, it is hardly possible to come to any 
plausible interpretation of the policy pursued by the sta­
bilization campaign for dairy products and fats, if one's 
thought is limited to economic reasoning. 

FORCES BEHIND THE ExPERI1IIENT 

The stabilization of the German fat market is no iso­
lated experiment in farm relief. It is solidly embedded in 
the economic policy of autarchy. Beyond that, it is part 
of a new political, social, and economic ethics which is 
the successor to the postwar phase of socially restrained 
and transitional capitalism. Correctly to interpret the 
fat plan in its widest ramifications reqnires familiarity 
with the basic thought on the general course of economic 
policy. This is no new invention of the dictatorial regime. 
It was adopted in principle in 1928 and has since been 
pursued with increasing insistency, but has been fully de­
veloped only under the era of compulsion. 

Some of the main psychological presuppositions undeI'­
lying the adoption of the aim of food autarchy go back to 
the war period. The desperate lack of food, and especially 
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of fats, and the consequences of the blockade, have en­
graved themselves deeply in the memory of the urban 
populace. As in many other European countries, the de­
sire to bave at least an adequate emergency supply of food 
at hand has created the mental platform for a policy that 
abandons the principle of buying food where it is cheapest. 
In many small countries it has led to the introduction of 
a grain monopoly and premiums for keeping up grain 
acreage, even where the climate is altogether unfavorable. 
In Germany this partly subconscious fear of a new 8carcity 
of food has been nourished on the fear lest desperate 
scarcity of foreign exchange may prevent buying neces­
sary food imports. This has slowly removed any objection 
on the part of consumers to a policy of high protective 
tariffs and food-import restrictions. 

This is not the place to discuss the assumption that an 
adequate capacity for food production during times of 
peace guarantees adequate supplies in war time. It can 
only be hinted that the drain of man power, hol"lle8, and 
mechanical draft power, reductions in 8upplies of fertilizer 
(since nitrogen happens to be a major war material) and 
implements, and the more wasteful disposal of food and 
feed supplies will probably upset the whole calculation in 
any war that assumes large dimensions and stretches over 
a long period of time. But it must be recognized that all 
over Europe the attitude of the consumer masses, and that 
of their political spokesmen, is largely determined by the 
desire to foster the productive capacity for domestic food 
supplies. This attitude leads to abandonment of pre­
dominantly economic reasoning. It is admitted that such 
a policy may cost an even heavier price and lower the 
standard of living; but it is argued that, in punuing pro­
tection against emergencies, such a sacrifice is unavoid­
able. Against such a highly political decision, economic 
argument is necessarily futile for the time being. 

Very similar to this reflection of the fear of the mass of 
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civilians, but nevertheless somewhat different, is the view­
point of those who are in charge of the national defense. 
Modern wars will be and are prepared to be totalitarian 
wars. Every resource of production will be mobilized, and 
every civilian will be a combatant even if he is not drafted 
for direct service. Agriculture, like every other industry, 
is regarded as a most important potentiel de guerre. The 
economic division of the general staff, which is most in­
fluential in economic policies though very seldom publicly 
recognized, takes a marked interest in the development of 
the national food plant. Autarchy, better than any other 
course, suits the requirements of national defense. 

Under the circumstances, the old and most natural 
claim of the farmer in an importing country, that he needs 
protection against the competition of "Chinese coolie 
labor" and against exploitive farming in the United States 
and elsewhere, has received most powerful support. The 
German farmer could fight for high tariffs and good prices 
with the best conscience and with a good claim for equal­
ity when the state began to build high tariff walls around 
German industries. Within a few years these industrial 
tariffs had left a very solid and painful imprint on the 
mortgage registers of the farmer. Autarchy as a general 
economic aim lifted the insufficient claim of the farmer 
into the ethical sphere of national and patriotic duty, thus 
sublimating it. 

At the same time, autarchy opened the way for recon­
quering that part of the domestic market that had been 
lost to foreign agriculture in sixty years of industrializa­
tion. With a wide margin of 20 per cent of the national 
food supply for expansion of production, it seemed that 
the farmer could only gain by autarchy. Surplus problems 
generally remained outside the realm of near-by realities. 
Autarchy promised to chase from the German farmers' 
door the wolf of shrinking prices and agricultural depres­
sion. That such a policy would aggravate the situation for 
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the farmer in the exporting countries, and thereby strike 
back at German export industries, the German farmer 
could hardly be expected to realize. 

Still other factors came into play in aid of autarchy. 
The collapse of German foreign credit forced the Reichs­
bank and the Department of Industry and Commerce to 
rush to the rescue of the currency by drastic foreign ex­
change restriction, a gold embargo, and simultaneous im­
port restrictions. The traditional device, raising the dis­
count rate, was useless, because frightened creditors went 
on strike and a high interest rate lost its lure. From 1930 on. 
the motives of protecting the currency and improving the 
trade balance became of importance equal to the farm­
relief incentive. 

A few years later, when Germany had already passed 
the bottom of the depression. new arguments began to 
solidify the trend toward autarchy. Liberal economic 
principles were vigorously denounced and economic. Willi 

subordinated to politics. It Willi recognized that many 
economic problems could be solved with relative ease if 
international co-operation were to make credit, and thcre­
by markets, accessible. But since economic concessiolUl 
from other states would require a peaceful settlement of 
controversies in foreign policy. the Reich under its new 
power policy renounced such alternatives. On June 22, 
1937. the High Commissioner in charge of the Four-Year 
Plan, General GOring, said in welcoming the Ninth Con­
gress of the International Chamber of Commerce: 

No economy c:onscious of Its national tub can pennlt dicta­
tion from the ontside as to what will be exported or imported. To 
import at any price or to purchase export pouibilltiea tbrough the 
aasumption of political obligationa that are nationally intolerable 
is oDt of the question for Germany. 

The Fonr-Year Plan leada us oDt of mch a position of dnreu. 
It represents a safety c:oeftJclent that snaranteea us freedom of 
action.1 

S Quoted from NnJI ror.t 71Dau. lillie 21. tJS7, Po 11 
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In spite of the reiteration by Dr. Schacht that interna­
tional co-operation in the exchange of goods is necessary, 
such plain statements are symptoms of the most profound 
distrust of any fair international co-operation, and of the 
pessimistic belief that only a state of independence within 
the borders of a nation's sovereignty promises security. 
This attitude is not specifically German. As a psychologi­
cal result of the World War, it is to be found in every 
European nation-perhaps with the exception of England 
and some of the small "neutral" countries. 

Finally, it must be taken into account that the entire 
socio-political atmosphere surrounding German agricul­
tural policy has changed completely. From the end of the 
runaway inflation, the attitude toward agriculture has 
been slowly but thoroughly revised., and agriculture has 
been placed more and more in the center of national ex­
istence. To rehabilitate the farmer and to put him in a 
privileged position is the outspoken aim of domestic 
policy. 

Eugenic considerations are in part responsible for the 
decision that the economic policy toward agriculture must 
serve to create conditions that will permit the rural popu­
lation to prosper. German family farmers are supposed 
to be-physically, mentally, and spiritually-the greatest 
resource of creative hereditary stock of the nation. They 
are expected to develop out of their ranks a new nobility, 
rooted in the land., and representing the rural population 
as the most important layer of the entire social stratifica­
tion. Thus interpreted, agriculture is far more than just an 
industry producing food and raw matE'rials. The part of 
the popUlation deriving its livelihood from agriculture 
has a supreme claim upon the maintenance of satisfactory 
economic conditions hecause the nation sees its own future 
and eugenic strength protected thereby. 

The present planned economy of the national food 
supply has one advantage from the standpoint of pre-
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paredness and national defense, which is at least an im­
portant by-product of great political weight. Agriculture 
is organized precisely like an army. The command of the 
planned economy reaches from the supreme chief and his 
staff over the divisions, the army corps, the army bat­
talions, and companies straight down to the private-the 
farmer. What the German economic general staff tried 
to build up during the emergency of the World War, under 
Rathenau-which became only a fragmentary provisional 
institution--exists here with a completeness, uniformity, 
and functional capacity surpassing the most daring plans 
of any general staff in the World War. 

PREVIOUS RIGIDITIES IN THE GERMAN EcoNOMY 

Autarchy does not necessitate planned economy. Na­
tional self-sufficiency might be brought about just 81 well 
under a liberal market system with free prices and free 
competition, provided the restrictions upon imports were 
made effective. Indeed. an economy free of intervention 
or rigid control would probably achieve increased produc­
tion more quickly. 

Here also, the policy adopted is no mere accident or 
arbitrary decision under the dictatorship. It grew steadily 
within the general environment of German economic de­
velopment, through the postwar years. About the middle 
of the last century, Germany adopted the general rule of 
freedom of domestic trade, which became a basic COD­

cept of the Constitution. The underlying liberal philos­
ophy assumed that, under a free price system, the market 
automatically generates antitoxins against its deteriora­
tion. Free competition was supposed to have a purging 
influence. It was forgotten that a liberal system with free­
dom of boade requires an energetic market police, with the 
power to force all the players in the game to live up to the 
rules wherever and whenever necessary. Ultimately this 
is no exception to the rule that applies to all the other 



ECONOMIC IMPLICATI'ONS OF THE EXPERIMENT 301 

freedoms as well-freedom of speech, of teaching, of as­
sembly, of the press, and of research. 

Monopolies already existed over a wide range in prewar 
times, but after the war the restraints upon free competi­
tion began to assume pernicious proportions. Under the 
influence of compulsory wage codes and labor-union legis­
lation, rigidities in the economic system grew rapidly. 
Compulsory industrial cartels and the process of con­
centration in industries, trade, and banking led finally to 
a state where agriculture, the small handicrafts, and the 
retail trade were almost the only sectors remaining in the 
state of individual supply and demand and of unrestrained 
competition.' 

Germany developed a most widespread and well-knit 
simple network of several thousand cartels of all sorts. 
From agreements on sales conditions, up to strict price 
cartel and syndicate with production and territorial quotas. 
all intermediate shades were present. From the smallest 
local cartels to the powerful industrial trade combines, all 
kinds of ingenuity were applied in an attempt to put free 
competition in chains. Instead of breaking up such 
monopolistic units. the state tried to keep them under 
surveillance by a cartel law and favored this so-called 
organized competition. 

The state went further and added considerable ter­
ritory to the sector of imperfect or monopolistic com­
petition. The state-owned railroad and postal systems 
constituted two powerful monopolies operating without 
competition. In behalf of the publicly owned national 
railway system, a large part of the trucking and bus 
economy was also eliminated from the sector of free com­
petition by subjecting truck and bus rates to codes and gov­
ernment supervision. The entire public utility system, sup-: 
plying electric power, gas, and water, belonged in the same 

'ct. Leonhard 1I1..bc.h. -Wo herrseht noeb trder Wetthewerbr Die Wirf­
adtaft.brve, Deoember 1831. pp.. ss.-ca. 
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category. An estimate of 1931 showed that approximately 
one-half of all the prices were "bound" in one way or the 
other. Such a state led almost automatically to a defen­
sive campaign on the part of the farmer, and eventually to 
organize fanning in a similar way and to build a militant 
agricultural monopoly. 

THE DRIPT INTO A PLANNED EcoNOMY 

In fact, however, the initiative did not come from the 
average farmer. It was the Junkers of the East, as the 
largest grain producers, together with the deputies of the 
labor unions, who suggested, projected, and organized the 
monopoly of the carbohydrates markets; but these were 
backed by the majority of farmers. Here was a paradoxi­
cal alignment of the largest consumer party and the larg~ 
scale agricultural entrepreneurs. For the Junkers, it suited 
their purposes as a subsidy policy. On the side of labor, it 
was the outgrowth of the Social-Democratic doctrine that 
the state must control production and distribution. State 
monopolies were to bring prices and supplies under the 
control of the state, which was supposed to be permanently 
controlled by the political influence of the urban toiling 
masses. The grain market was chosen because there the 
opportunity loomed up of obtaining one monopoly as a 
first installment Perhaps the strongest incentive for the 
laboriles who initiated this policy, in 1928, was the hope 
of using the monopoly later to keep food prices down. 
When the carbohydrate markets had been stabilized, it 
was a logical consequence that the other markets would 
have gradually to be organized in a similar way, if the 
whole policy was not to be discarded. 

Those who lived through those yean, amid the ardu­
ous endeavors of the civil service and the strife of party 
politicians, recall most distinctly how a majority of those 
who insisted on the superior soundness of price econ-
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omy always chose as the "lesser evil" the opposite of what 
they really believed in. They were too much fascinated 
by the problems of each day to see how one intervention 
causes the next. Once the decision had been made to de­
prive the refined price mechanism of its function as the 
regulator of the economy-no matter whether in part or in 
total-then the drift into a planned economy, with all its 
manifold implications, was a mere consequence. None of 
the German farmers intended to establish a planned econ­
omy. All they wanted was a better price, and all they 
consented to was putting some weight in the scale to make 
the pointer move a bit more in that direction. 

It is the prevailing fashion in Germany to assert that 
the policy toward more and more monopolies and a state­
controlled economy was unavoidable and the only choice 
because-so ran the standard argument for many years-­
the postwar free economy afforded no solution and caused 
intolerable depression for the farmer. It is an obvious 
blunder to base accusations against a system of free com­
petition on a period when free competition was rapidly 
vanishing under the energetic efforts of all those whose 
gospel called for its destruction.' No trial of free competi­
tion and freely moving prices has been made, and no pe­
riod since 1914 can fairly be cited when evidence for the 
supposed failure of such a system is sought. It could be 
argued with much more justification that nothing could be 
more harmful and destructive than the monstrous mixture 
of a system of supposedly free competition with a policy of 
vigorous state intervention and fostered growth of monop­
olies. 

FRlcrIONS IN THB PLANNED ECONOMY 

The planned economy, which has been described in its 
major phases, bas had many unexpectecl results. Prices 
are under command. They can, therefore, function no 

.. n sounds preposterous to hear defeated German Jiardan. dec17 the 
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longer as a self-adjusting power that moves commodities 
by every means from the farmer to the wholesale mer­
chant, and from the storage warehouse to the retail trade. 

If, under the free price system a short crop happen. to 
occur, prices will be higher. This immediately seu in 
motion a complex mechanism. If it is bread grain, for ex­
ample, a high price will attract the last bit to the markel 
The farmer will save all he possibly can. A minimum will 
be fed to animals. Even seed grain will be used more 
thriftily. At the same time, the trade will reduce .tocks 
and carryover. Flour mills will try to turn out more flour 
by increasing the rate of extraction. The baker will re­
place wheat flour by an admixture of rye flour. And, of 
course, the consumer will make adjuatmenu also. 

If the planned economy is to achieve the same effi­
ciency, it must foresee every one of these consequences 
and try to replace the smooth automatism of the free 
price market by decrees and calculated fixing of price re­
lations. This it must do anew almost daily. AI a matter 
of fact, it does nol This is the result of considerable in­
efficiency and of slips in the machinery. 

Situations arise frequently in which a commodity 
tends to stick instead of moving. The remedy consisu in 
commanding the flow of the commodity by monthly, 
weekly, or daily delivery orders or quotas. Storage hu 
to be controlled as welL Neither surplllllel nor shortages 
change the price directly. One of the consequences of 
which the farmer disapproves is that, in case of scarcity, 
prices are prevented from rising, in order to protect the 
consumer. The farmer had acclaimed stability of prices, 
and favored wholesale abolition of futures trading on 
the ground that it was something immoral. Suddenly he 
realized'that the change was not always beneficial If 
the majority of farmers have a bad crop, the price no 
longer compensates for IosJ in outpul If prices are stable, 
agricultural returns become more unstable. 
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The same rigidity that causes frictions extends through 
the entire quota system. Allotments become a decisive 
factor in the value of farms, and in many cases force the 
reorganization of a farm in a changed direction. In the fat 
economy, the farmer is fortunate in so far as the deficit 
in the market permits gradual increase in quotas. 

As a part of the entire market control, quotas are ad­
ministered by the agricultural cartel, which in itself is 
closely intertwined with the farmers' division of the Na­
tional Socialist party. This exclusive party has the char­
acter of a public authority and is a corporation under 
public law. But in contrast with a co-operative system of 
marketing, there is no opportunity for opposition on any 
of the important issues. The "leader principle" rules 
throughout. No one can seriously doubt that this system 
has the technical advantages of operating with the power 
of command and of enforcing its policy to the last detail. 
It is only fair to say that the entire monopoly adminis­
tration and the administration of the dairy cartel manage 
their affairs with an efficiency consistent with several 
centuries of traditions of the Prussian Civil Service, from 
which they originate. Technically, the system operates 
with perfection and the bureaucracy constantly refines its 
skill. 

This due tribute to technical achievement cannot be 
paid without adding that it is not obtained without paying 
a price. The bureaucratic machine, and the concomitant 
red tape necessary to manage the planned economy, are 
of dimensions hardly conceivable in countries with a 
liberal market system. In Germany, it is only a part of the 
general trend toward a growing influence of the state in 
every phase of the national life, which more and more 
transforms private people into some sort of civil servants. 
Such a bureaucracy does not operate under the restrain­
ing influence of competition. Its operating costs are ad­
justed to its needs. The nation must pay the difference be-
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tween the possible costs under a competitive system and 
the costs actually paid under the planned economy. How­
ever, in circumstances under which a considerable though 
declining number of people still lived on the dole in 1936-
37 or earned their income by "made work," this additional 
cost may perhaps be neglected. Indeed, it may seem not 
to matter much whether the consumer pays for this addi­
tional employment in taxes or through slightly higher 
prices. The essential difference lies, of course, in the po­
litical field. 

BEARINGS ON THE STANDARD OP LMNG 

The'real economic problem of the policy of autarchy is 
of a much more profound character. When Germany fol­
lowed the path of England in industrializing the whole 
country, she had to make up her mind whether she wanted 
to build up her standard of living at an increasing rate 
on additional incoDle from industrial exports, or whether 
she wanted to keep the whole system in some sort of con­
trolled balance. The period of the Franco-German War 
marked the transition from an agriculturally self-support­
ing state to an importing one, and from an industrially 
importing to an exporting state. Thereafter, imports of 
foodstuffs and raw materials rose steadily, while indus­
trial exports provided the income for almost one-fifth of 
the population or more. With moderate tariffs giving 
some protection, agricultural areas developed to a most 
prosperous state at the same time, but the proportion of 
imported food increased. Industrial exports became a vi­
tal part of the national economy. Agriculture, as well as 
industries, depended upon it, because the purchasing 
power of the consumer was derived so largely from ex­
ports. The total cost account of industry depended on the 
full utilization of productive capacity. which again was 
secured by exports. But the whole price level, which per-
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mitted industry to compete successfully in foreign mar­
kets, depended very much on the price of food, which is a 
decisive factor in the wage level. 

I From 1928 on, the policy of autarchy has abandoned 
this principle. Food prices are kept far above the world 
market level. Consequently, the general price level is 
also out of competition. Maintenance of the previous gold 
content of the German mark, after the devaluation of the 
majority of the world's currencies, has made the dissocia­
tion more pronounced. Industrial exports, therefore, must 
be subsidized. With a system of subsidies all around-in 
agriculture, industries, and domestic and foreign trade­
it is next to impossible to come to any conclusions re­
garding the genuine level of costs in any industry or 
branch of agriculture. With the regimented price system, 
state control of investment, and intervention in every 
sphere, the real competitive cost account cannot be made 
up. The fat economy, which has been discussed, is an in­
tegral part in this whole setup of managed currency and 
managed economy. One cannot assume that it could be 
changed independently. Only a change in the entire econ­
omic policy would permit a change in the fat policy. High 
food prices, high raw-material prices, and subsidies have 
led to low real wages in the end. The wage earner pays 
the bill. 

The German wage structure in 1938 is still the same as 
it was in the depth of the depression in 1932. Those la­
borers who were unemployed in 1932 have gained in in­
come, but every laborer who was previously employed has 
lost considerably. The hourly wage is the same as at the 
bottom of the depression, and considerable new deduc­
tions reduce the available part of the income to some 73 
per cent of the gross income. Moreover, the higher price 
level has curtailed the purchasing power of wages. The 
index of nutrition rose from 115.5 in 1932 to 122.4 in 
1936, and the rising tendency continues. At the same time, 



308 THE GERMAN FAT PLAN 

the price indexes ignore the 108s in quality during these 
years. 

INFLUENCB ON WORLD TRADB 

Finally, we need to consider how the German fat policy, 
if it should ultimately achieve its aim. will affect the world 
market. Table 38 indicates that German imports of fats 
and fat-carrying raw materials (excluding bacon) .illl 

TABLB 38.-GBRMANy'S SHARE IN WORLD TRADII IN FATI AND 
MATIIIIIALS THEBllPOB, 1935· 

(Thou.tUrd metrle ton.) 

WOlld_<-> germoa Pereatt ... 
00mm0dltJ' AIt Impcn1l, of world .... .... .... .... -Butter •••••••••••••••••• 518 544 619 71 1l.5 

Lard ••••••••.••••••••••. 434 BI11 

~ 
ao 7.8 Tallow •••••••.•••••••••. 191 176 

i Olive 011 •••••••••••••••• 190 IDI 
Palm 011 •••••••••••••••• 238 Z78 -4 eoooa butter ••••••••••• 19 16 
Hydrogenated oils ••••• 157 134 
Margarine •••••••••••••. 87 29 16 17 100.0-
Whale sud 1Ish oils ••••. 205 246 226 247 100.0-
Peanuts •••••••••••••••• 1.548 1.107 .. ~) Copra .................. 1.000 915 1.069 
Palm kemeIs ........... 451 530 566 1.334 17.4 Soy beaus •••••••••••••• 2.751 1.495 1.906 
Linseed ••••••••••••••••. 2.00 2.244 2.044 
CO~ ••••••••••••• 701 479 813 

Total _ ••••••••••••••• 10.568 8.7/r; 9.723 1.695" 17.4 

on cake ................ 4.408 3.320 3.556 292 8.2 

• n.ta fl"OIIl8111l16tUd1a Itduflad. tBU. pp.. 2211-27.142-4r • 
• DUfereace .. caJUed. b7 .aau.tIeal IDIIcc:arMIa .ad the ...... dtYerpDC18 betw .... ___ .. _ 

aThU ~ 4.' pel" cad 01 tile ........ 'ftIae of .odd esporb.. 

represented approximately 17 per cent of the world'. ex­
porte in 1935. Two items weigh most heavily in this ac­
count In 1935 more than 50 per cent of the world'. whale-
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oil production or all the whale-oil exports of the world, 
and 17 per cent of the oil-seed exports, were bought by 
Germany. The complete disappearance of the German 
demand for these could not help having a strong influence 
on the evolution of prices of fats and fat-containing raw 
materials, at least temporarily. 

Even if the present policy should be stubbornly pur­
sued, Germany's retirement as a buyer in the world mar­
ket will stretch over a number of years, perhaps ten or 
more. Adjustments will be made gradually also. It must 
not be forgotten that variability and kaleidoscopic change 
of all proportions are inherent features of the picture of 
world commodity trade. The loss of Germany from the 
world butter market, in which in 1929 she bought no less 
than 135,000 tons but only 71,000 tons in 1935, has been 
made good by the butter-exporting countries. Naturally 
the adjustments affect the entire system of exchange of 
goods, industrial as well as agricultural. Countries which 
lose their fat exports will stop their purchases of indus­
trial goods or their barter trade in Germany in corre­
sponding amounts. 

To what extent the fats, fat-containing raw materials, 
and the protein-containing by-products are interwoven 
with the widespread fabric of German foreign trade may 
be seen from Table 39. In 1935 sixteen countries partici­
pated in supplying Germany with oil seeds, eleven with 
butter, five with lard, three with oil cake, and three with 
whale oil. This network of supplies spread allover the 
globe is also tied to the foreign trade through the German 
merchant marine. The fat and fat-seed imports are largely 
return freight on German cargo boats going to the Far 
East and to South Africa carrying industrial export goods. 
They help to make the export business pay. The more this 
kind of cargo disappears, the more must substitutes be 
found to fill the idle space. It might be assumed that the 
German oil-seed industry would try to operate on foreign 
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TAJILB 39~PBlNCIP.u. SoIlRCBS OP GBltKAlf IMPOR ... OP PA ... AND 
PAT-BRABINO MATBRLU.S, 1935. 

(lie"'" 10116) 

III1T'J'111l 

Denmark .......... . 
Netherlands .••.•••• 
Sweden •••••••••••• 
U.S.S.R. ••••••••.••• 
Latvia ••.•••...••.• 
Estonia •••••••••••• 
Pinland ...•.....••. 
Hungary ••.•.•.•.•• 
France .•.•.••.•.••• 
Poland .•••••.•.... 
Danzig : •••••.•••••• 

KAIlOAB1NB, ETC.. 

25,533 
10,726 
9,637 
5,920 
5,103 
4,380 
4,262 
1,057 

864 
514 

64 

Norway •••••••••••• 14,741 

LABD. OLBO OIL 

Denmark ••••••••••• 
Hungary ••••••••••• 
Yugoslavia •...••.•• 
Prance ••••••.••..•• 
United States ..•••.• 

TALLOW' 

Argentina •••••••••• 
'WB.A.LE OIL, BTC.. 

11,976 
10,084 

3,427 
1,726 
1,445 

6,457 

Norway ••.•••.••••• 230,469 
Great Britain .•••.•• 15,856 
Japan .............. 8,143 

VEGETABLE OILS AND P ..... 

Netherland Indle. ••• 28.308 
China.............. 17,019 
Netherland. ........ 11,533 
Denmark •••••••••• 4,783 
British West Africa.. 4,663 
Great Britain ••••••• 3,M5 
Belgium-Luxemburg. 3,112 
U.S.S.R. ............ 2,990 
Spain .............. 1,522 
Italy............... 1,043 

OIL ._ 

China ••••••••••.••• 530,343 
Argentina •••••••••• 234,828 
British West Africa •• 204,117 
British India •••••••• 141,930 
Netherland Indlea ••• 84,148 
Belgian Congo •••••• 42,328 
Rumania ••••••••••• 21,078 
British Malaya ...... 20,441 
Portuguese East 

Africa ........... 12,358 
Other oountrier •••• 16,206 

OILCAK& 

U.s.S.R ............. 204,068 
Denmark ........... 40,351 
Prance ............. 13,837 

• __ s..".n._ :ldr&adJ, tn., p. 234. ~ __ _ 

ail ",.. whJcb 1935 Imporbl Weft 'ftlued at mon ........ .un. JIIIUke,.. 

• lDducl..lDl' dm1lar 8Ubstltate lata. 
• Prom cattle a:od .... 
• __ -00 ...... ----• _ west Atrleo. ,,-, PldJlpp_ IsIaDdo, 4,781, .......... loIa_ 

f- T ............ ,_ .. -.aI, 1,:>11, PoJaDd" l.ift, N_ l,2d, 

eq ... 1,1», IloDd&. tat. 

orders, but this seems rather improbable becall8e the oil­
seed countries are already tending to build their own oil 
mills. 
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CONCLUDING CONSIDERATIONS 

Many conclusions with respect to details have already 
been drawn at various points in this discussion. What 
remains to be done is to face the question of whether any 
lessons of more general value can be learned from the 
German fat plan and the cartelization of the dairy in­
dustry. To answer this question seems more important 
than to speculate on the possible or probable duration of 
the German experiment or its final outcome. No matter 
whether the plan is continued- in its present form, or 
modified, or abandoned, it constitutes an unusual experi­
ment the results of which cannot be ignored wherever 
attempts are made to tackle similar problems. 

The German experiment is undoubtedly of keen in­
terest to the dairy, meat, cattle, hog, and other fat industries 
in every country, as well as to those who are concerned 
with agricultural policy. But in approaching the German 
plan, and in any attempt to derive from it suggestions or 
ideas adapted to similar situations in other countries, the 
foreign observer must keep fully in mind that the plan 
is the outgrowth of, and deeply embedded in, an excep­
tional situation. There should therefore be the utmost 
caution in taking the results as something normal or, 
especially, in assuming that tlle same methods might yield 
the same results under more normal conditions. 

Though the plan cannot be understood without con­
sidering the difficulties of the German financial and for­
eign trade situation, it involves much more than merely 
temporary protectionism. The plan is conceived with the 
adamant determination to rebuild the agricultural market 
from the very bottom and to reshape a good deal of agri­
cultural and economic history. In its perspective it is ex­
treme, and in its administration it is super-thorough, 
overzealous, and often meticulous. These features reBect 
certain specific German virtues as well as national evils. 
For the disclosure of important implications, this is for-
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tunate: it is the extreme case arrived at by relentless 
application of one principle. This extremism has un­
covered the character of the problems and the merits and 
demerits of the measures chosen. 

The numerous cunning eclectics who might wish to 
adopt certain supposedly perfect details of the plan must 
not forget that it is not simply for the love of fun or an 
inherent tendency toward exaltation that the present Ger­
man regime, the most powerful dictatorship that ever ex­
isted, works under conditions much like those in a pres­
sure cooker. According to the German version, these con­
ditions are created by the Versailles Treaty, the Dawes 
plan, the Young plan, the loss of some of the best mineral 
territoiies and of the colonies. and, in general, by the 
politically imposed lack of raw materials and outlets for 
exports of industrial goods. No matter how correct and 
conclusive this interpretation may be, for an adequate 
evaluation of the German fat plan it must be noted that 
the mechanism operates within the framework of an om­
nipotent and omnipresent state with absolute authority, 
which has suspended all kinds of freedom of expression 
by citizens and habeas corpus rights also. Without this 
political prerequisite the plan would be doomed, in its 
most important devices of direct price control, if not in all 
its parts. The position ·of the German state is strength­
ened by the excellent and experienced professional civil 
service, which has a tradition more than one and a half 
centuries old, and aIso--not to be forgotten-by the in­
conceivable patience of extremely law-abiding citizens. 

It should also be noted that the plan operates under 
conditions of all-round scarcity. To maintain an existing 
scarcity or to create it in a moderate degree is one of the 
essential methods of the plan. It is most dubious whether 
the plan would promise any results in a surplus situation, 
unless it should begin by creating a deficit in supplies. 
This, however, would involve the still more serious task 
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of controlling production directly, something that the 
German authorities consider impossible and destructive 
for agriculture. Herein lies a distinction between planned 
agriculture in Germany and in the United States. 

With reference to the limitations and necessities of 
permanent manipulation of agricultural commodity 
prices, the plan offers unique material in that it dem­
onstrates the comprehensive intercommunication of all 
agricultural commodity markets. Subtle but powerful 
shifts, caused as through the principle of communicating 
vessels, are usually hidden merely by a certain time lag, 
such that only a continning intervention covering a mini- . 
mum of from three to five years reveals them in their full 
extension. Private initiative is strong enough to bring 
about newly adjusted functional instable equilibria, even 
though only small parts of the economic system are left 
for its play. If the rye market is controlled and the rye 
price pegged, adjustments in the grain markets force the 
government to control the rest of the grains one by one. 
If this control lasts for some time, the shifts force the 
government to expand control over all carbohydrates, then 
over all proteins and all fats. No matter where "stabiliza­
tion" begins, or how small a territory it leaves without 
control, ouly two alternatives are present: it can be either 
abandoned, or expanded to a final all-embracing control 
of the markets. 

The example of the German fat'plan seems to show 
also that nothing like a perfect or a permanent monopoly 
exists; and that, consequently, stabilization of a market 
for a lengthy period is inconceivable without omnipresent 
vigilance against outsiders, inventors, and pioneers of 
technical progress. Private initiative and man's ingenuity 
always find ways to lower costs of production and to sup­
ply the means to satisfy our wants with less effort. This, 
however, is the great disturbance that must be eliminated 
or checked by market-stabilization policies. After all, it 
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was the German chemist, NormanD, inventor of the hydro­
genation process, who caused most of the upheaval in 
the world's fat economy by strengthening the competi­
tive power of whale oil and vegetable fats. At any moment 
some other chemist, by inventing an all-round cheap sub­
stitute for fats as a raw material in the soap industry, may 
create sufficient pressure on markets for all fats to upset 
the new order in the stabilized fat market 

Perhaps we can arrive at more definite conclusions if 
we confine our summary to the fat economy as such. The 
struggle of palm trees, 80y beans, dozens of other fat­
yielding plants, and marine animals against the dairy cow 
and the lard-and-bacon hog is a simplified case in Ger­
many, ·because with trifling exceptions the latter two in­
dustries are domestic while the vegetable and marine fats 
are of foreign origin. The competitive situation is a c1ear­
cut case of domestic versus foreign fat, though whale oil 
may become a domestic fat if German whalers produce it 

In the United States, by contrast, the same battle i. 
waged within its own borders; here domestically pro­
duced cottonseed, peanut, soy-bean, and corn oil, and in­
directly even tung oil and linseed oil, compete with butter­
fat, lard, and tallow, although the close imitation of bntter 
in margarine fat compounds has been prohibited by 
discriminatory legislation. 

As long as the consumer insists on buying pure milk, 
butter, and cream, the price level of these commodities 
may not perhaps decline very radically. But it is extremely 
doubtful that the average consumer with a narrowly 
limited purcbasing power will continue 80 to iD1list if he 
finds that he cannot distinguish between butter and mar­
garine, or between cream and heavy vegetable-oil-cream, 
and notes that for his purposes he buy. in vegetable or 
whale fats the same nutritive value at a fraction of tbe 
price of butterfat The example of the Danish farmer, 
who eats margarine in order to sell his butter to other 
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people who insist on butter, may strike the imagination of 
lahorers and intellectuals as wcll. 

I! the policy of a strict competitive price economy 
should be chosen, any illusion as to the consequences must 
be given up. The dairy and hog industries may try to re­
duce their costs and make themselves ready for a further 
price reduction. But they have to fight against joint prod­
ucts or by-products of fibers. I! cotton lint prices are 
pegged, cottonseed oil may be sold for less. It is a safe 
guess that with full sway for price competition, adapta­
tions of gigantic dimensions would have to be made and be 
provided for. To what extent this may become reality will 
depend entirely on the situation in each country. But in 
most countries, both internal and foreign factors are en­
countered. 

Let us face squarely the consequences of a laissez­
faire policy bound to the rule that commodities produced 
at lower costs must conquer others which serve the same 
purpose but entail higher costs. Let us suppose this prin­
ciple were applied plainly to a national fat market in a 
humid country of the temperate zone; and that the pro­
duction of any kind of substitutes for milk, cream, butter, 
and lard from fat sources of whatever kind were legally 
permitted and protected-provided the substitutes used 
appropriate names and provided the genuine product as 
well as the substitute might be imitated. It is obvious that, 
under such conditions, the price level of fats as a whole 
would come down considerably; that vegetable-oil im­
ports from the tropics wonld expand rapidly and that the 
dairy industry, the meat-cattle industry, and the hog in­
dustry of this particular country would come under ter­
rific pressure. Only the most efficient dairy farmers on 
the most productive grazing grounds and the most efficient 
carbohydrate-hog producers could stand such price pres­
sure. I! such a change of the situation came suddenly, the 
majority of the dairy and meat-cattle farmers would be-
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come marginal producers, with obvious locialand political 
consequences. How many of the dairymen and hog 
farmers could regain profitable operation within lome 
years. and how many of them would be forced to quit 
dairying and meat-cattle husbandry. would be a queltion 
of wholesale and thorough adjustments. And if they try 
to shift, to what crops shall they turn? 

One of the greatest of luch adjustments would be in 
land values, which represent capitalized potential net 
revenues. Changes in net revenues from cattle must most 
affect the values of land that can be utilized either exclu­
sively or best with cattle. If the land utilization of a whole 
country is so closely interwoven with cattle husbandry al 
it is in Germany. the values of all land must be impaired. 
Since land values are an important cost factor in farming. 
land values would have to come down sufficiently to make 
cattle husbandry profitable again. Adjustment in land 
values on so wide a range leads to widespread bankrupt­
cies and causes much economic, social, and political un­
resl 

In the hog industry. which is much more adjustable. 
versatile, and used to radical changes in profitability. ad­
justments to a sudden change in the general fat policy 
could be overcome more easily. although the production 
of the principal hog feed lIuch all potatoes or com (maize) 
would be affected also. 

With respect to the interlocking of all agricultural 
commodities-a feature that has been stressed so much in 
this discUSllioD-i!luch an ordeal for the two leading animal­
fat industries would mean a general agricultural depres­
sion. The first reaction would be to IIhift away from fats 
into more production of carbohydrates, proteins, vege­
tables, IlDd fruits. But within a period of two or three 
years, lIuch a shift would have equalized the margins in 
these various markets. 

Since animal fallt are joint products with proteins, a 



ECo-NOMIC IMPLICATIONS OF THE EXPERIMENT 317 

reduction of fat prices would-ceteris paribus-necessi­
tate an increase in the returns from proteins. In other 
words, if butter prices and lard prices come down, meat 
prices and casein prices would have to go up, in order to 
prevent the ruin of a large proportion of producers. But 
with an elastic demand for meat and casein in its various 
forms, even this would not ban the evil consequences of 
the reduction in fat returns, because the capacity of the 
market would shrink. 

These deductions show simply that so radical a change, 
with the sudden elimination of all protection from the 
dairy and hog industries, would have consequences which 
make it politically impossible and economically incon­
ceivable of adoption. 

The prospects change, however, if steps should be 
taken over a period of years, in the eventual direction of 
allowing tropical fats to compete freely with dairy prod­
ucts. If the tropics export more fats, they will import 
more industrial goods, or perhaps even poorer grades of 
meat. Increased industrial activity may compensate farm­
ers to a certain extent by better outlets for proteins, fruits, 
and vegetables. However, to speCUlate on the probable 
consequences of such a gradual return to free competition 
in the fat market is difficult because all conclusions must 
be made in terms that reflect the entire set of factors that 
cause prosperity or depression in agriculture. If the pur­
chasing power of the masses should rise and the prefer­
ence for butter persist, and if the dairy farmer and the 
dairy industry utilize all unexploited profit reserves in 
full, perhaps the dairy industry could retain a fairly good 
position in competition with vegetable fats. 

However, after leaving the greenhouse of super-pro­
tection, even under such a process of gradual acclimatiza­
tion one drastic change would be unavoidable. Dairy land 
values would have to come down from their previous 
level, and dairy farmers and creditors would have to share 
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the losses. Moreover. the expansion of domestic fat pro­
duction would stop. and perhaps give way to a recession 
until the period of readjustment was over. Certain ad­
vanced positions of the dairy industry. gained under pro­
tection, would also have to be abandoned for this period at 
least; and in hog production certain portions of the field 
of production would become submarginal. 

How great a loss would be involved. how much ter­
ritory the domestic fat industries would be forced to aban­
don, and to what extent agriculture would suffer would 
depend among other things on the intelligent administra­
tion of the back-to-competition policy. on the facilities of 
farm credit during the readjustment period, and on the 
opportunities for compensation in other fields of agricul­
tural production. Aside from the basic fat production 
which consists of the utilization of "absolute fat land" 
(like moist meadows and pastures) that must be used 
almost exclusively for cattle, the secondary fat production 
which converts crops is subject to a changing emphasis 
on this conversion. The pendulum swings to and fro 
from direct sale of more carbohydrates and less fats to 
direct sales of less carbohydrates and more fats. 

The situation becomes still more entangled because 
it is not butterfat and lard alone that are jeopardized by 
vegetable fats and whale oil. These cheap fats themselves 
may in the future come under increasing pressure from 
the looming substitution of new raw materials for soap. 
H their prices are pegged too high in the course of farm­
relief policies, such measures will in the long run directly 
help to generate and promote dangerous competing sub­
stances. While it may be possible to protect the edible 
fats in the food markets for a long period to come, it 
seems unduly optimistic to expect that the same protec­
tion will be granted the field of the technical uses of fats. 

The economic existence of nations is identical with a 
permanent process of change and adjustmenL Attempts to 
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"stabilize" or to replace the dynamic flow by static con­
ditions can only insure a temporary delay of adjustments 
in order to mitigate unnecessary hardships, to cushion 
shocks, and to avoid exaggerated losses. Technical prog­
ress may be thwarted for a time, but sooner or later it 
bas to be acknowledged and adjustments have to be made. 

One of these adjustments consists in slowly shifting 
more people from farming to other occupations. The 
steady decline of the nation's percentage of people gain­
fully employed in agriculture indicates how strong are the 
forces that bring about adjustments. This process of shift­
ing more people into industries is still going on in Ger­
many, in spite of its back-to-the-Iand movement and rural 
rehabilitation. 

The greatest achievements of the German fat plan are 
undoubtedly those which have improved the economic 
efficiency of the domestic fat-producing industry. Im­
provement in quality of milk and butter, and reduction of 
costs in the production and distribution of fluid milk 
and dairy products, promise to be enduring contributions. 
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