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-DIRECTOR’S PREFACE

AvtHOUGH the World War was a temporary boon
to the American farmer, the ensuing years of read-
justment have proved disastrous—particularly to
the growers of grain and live stock. The con-
tinuing depression of agriculture has been ascribed
to many causes, and no end of relief measures have
been proposed. Simple restoratives have been tried
in the balance and found wanting; political medicine
men have fostered vain -hopes of legislative magic;
farm organizations have advertised the farmer’s
distress and have proclaimed that in union there is
strength; and sundry market a.nd financial reforms_
have been launched as part of a ““program of action.”
Thus far, however, neither faith nor organization
has succeeded in removing the mou.ntams that
block the farmers’ road to prosperity.

The failure of those most concerned to find a
solution of the agricultural problem is due to no
paucity of statistical or other data. The 'United
States Department of Agriculture has been diligent
in gathering information and has maintained
official observers in those areas where conditions and
activities have the most important bearing on the
fortunes of our agriculture. The United States
Department of Commerce has contributed further
information, particularly on the distributive side,

vii



viii DIRECTOR'S PREFACE

supplementing it with much valuable data on
general business conditions. But the wery. wealth
and volume of this material and, its minute and
detailed character tend to bewilder the observer
and to confuse his vision with the million tiny cross-
currents of the moment, whereas he rieeds to have
revealed the underlying economic forces that control
not only the American but the world agricultural
situation. This, the Institute of Economics under-
takes to do in the present volume. ‘

The investigation attempts to reveal the develop-
ment and present position of American agriculture
as affected by the growth and present status’ of
European markets and the expansion and present:
position. of competing producing areas. The book
does not present a working program for the American
farmer in the readjustment period in which we are
already involved. It attacks merely the one ques-
tion: What is the real condition confronting Ameri<
can agriculture so far as the European market’ is
concerned? Until this question is deﬁmtely an-
swered, we shall make little progress in effecting
a solution of present farm problems. Other studies
of the Institute now in progress will be directly
concerned with these problems of agricultural read-
justment.

H 'G. MouLron,
Director.

Wasamwveroyn, D. C,,
April 22, 1924.
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AMERICAN AGRICULTURE AND
THE EUROPEAN MARKET

INTRODUCTION

The American farmer has long been a significant
and striking international figure. To be sure, he has
been clad in the rough garments of the toiler rather
than in the fine raiment of the diplomat. He has
sat upon the iron seat of his sulky plow or self-
binder rather than in the mahogany swivel chair of
the international trader or banker. But, notwith-
standing his obscure position and his failure even to
realize the far-reaching importance of his own
performance, the American farmer has played as
vital a part in the development of modern indus-
trialism as have these other characters who stand
more brilliantly in the spotlight of public attention.
He has been no less important than they in the
evolution of the international economic organization
which modern industrialism implies and has become
deeply involved in the intimate life and work of the
people of many nations.

Whether the Germarn factory worker should eat
black bread or white has depended in part on the
hardihood of the American pioneer and on the skilful
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farm management of his son or grandson.! The
textile hand in Lancashire who wanted low-priced
bacon with his breakfast was more concerned than
he perhaps realized in the Iowa farmer’s ability to
utilize labor-saving machinery in his corn field or
the number of pigs he could raise from the average
litter. Whether the peasant of Italy or the coolie
of Asia should be better or worse supplied with
sturdy cotton fabrics was affected strongly by what
the planter and the cropper did on the plantations
of our South.

The world was not slow to discover how large a
dependence it could place on our farmers for food
supplies and clothing materials. Thereupon it went
about piling up industrial cities and ordering the
domestic habits of its people on the basis of that
dependence. A wonderful new land was given to
agriculture in America during the nineteenth cen-
tury. Had it not been so swiftly opened up, had it
not been so industriously and skilfully developed by
our farmers, particularly in the latter half of the
century, the rapid and dazzling rise of modern
industrial civilization would not have been made
possible. This has been the essence of European
dependence on the American farm.

But this is only half the story. Dependence has
been mutual. While the European city dwellér has
been dependent on our farmers, our farmers in turn

!Even though the German’s wheat might have been grown in
Russia, it was brought within the reach of his purse by reason of
the fact that American wheat was so fully taking care of the needs
of the British market,
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have been in large measure dependent on this indus-
trial world and these overseas markets and these
international transportation and banking systems
to provide an always ready market in which to
exchange farm surplus for the goods which the farm-
ers did not themselves produce. As we have pushed
up the productivity of our agriculture, the volume
of these nonagricultural goods for the farmer’s use
and enjoyment has also grown. Rural America has
become accustomed to a standard of living seldom if
ever vouchsafed to farming populations. Often,
however, the manner in which this welfare depended
on foreign markets and smoothly running exchanges
has been overlooked by farmer folk. When wheat
was sold at the local elevator or hogs to the local
live-stock buyer or cotton at the local gin or.general
store, the seller has been much inclined to think
no farther than this local sale or at most the primary
market that lay just a little way beyond. He was
likely to complain against this local trader or perhaps
berate the miller, the beef trust, or the cotton ex-
change when prices were unsatisfactory.

But the man who goes into the markets of the
world must become a business man of the world.
His standing or falling will be influenced by banking
conditions in London, the state of employment in
Essen, the movement of trade along the Mediter-
ranean, and crop yields in lands with which he enters
into competition. He can not ride his industry as
an irresponsible passenger, but must use a navigator’s
skill to make winds and currents bring him to a
prosperous ending of his journey. The art of
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economic success lies in understanding and to some
extent foreseeing the whole trend of business develop-
ment and of so adapting one’s efforts as to grasp
the opportunities thus presented, while yet keeping
shrewdly within the limitations thus imposed.

The great trends of our American agricultural
industry can be appreciated only if we go back far
enough to see the succession of up and down move-
ments that have unfolded themselves thus far, and
if these movements be studied with relation one to
another to see what are the underlying causes that
have conditioned each successive stage of our evolu-
tion. 'We have been too much inclined to study 1923
simply with reference to the succession of events
which have transpired since August, 1914, or at
most to assume that the year 1913 or the average
of four or five years preceding the outbreak of the
European War constituted some sort of a ‘‘normal”
plane, or established condition of agriculture, from
which all our reckonings could be made. In the
present volume we have gone back to a much earlier
period in order that we might get a “‘running start.”

Broadly stated, the book seeks to reveal: (1) the
effects of European development upon American
agriculture prior to 1900; (2) the changed condi-
tions beginning near the end of the century; (3) the
effects of the World War upon our agriculture; (4) the
world-wide conditions making for the present de-
pression in American farming; and (5) the prospects
for agricultural exports to Europe in the years imme-
diately ahead.



PART I

HOW THE PRESENT SITUATION
DEVELOPED



CHAPTER 1

PRE-WAR MARKETS AND AMERICAN
AGRICULTURAL DEVELOPMENT

American agriculture grew up in conjunction with,
and to a considerable degree in dependence upon,
the growth of modern industrialism in Western
Europe during the hundred and seventy-five years
since the beginning of the Industrial Revolution.
Both the extent and the character of our agricultu-
ral development have been in no small measure
determined by the market demands for food prod-
ucts and industrial raw materials caused by the
growth of the European industrial nations, particu-
larly the United Kingdom and the German Empire.

This fact is, of course, known in a general way by
everyone who is at all familiar with the economic
history of the United States. The significance of
the fact, however, and its effective application to the
problems by which our farmers are to-day confronted
are quite generally missed.

The present chapter will present a bnef survey of
our agricultural development and export relations
prior to the outbreak of the European War. We
shall review (1) the colonial and early national be-
ginnings in the years before the Civil War; (2) the
period of tremendous growth and of great mutual

7
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interdependence of agricultural America and indus-
trial Europe from the close of the Civil War to the
end of the nineteenth century; and (3) the marked
decline in many classes of agricultural exports which
took place from about 1900 to 1914,

I. BEFORE THE CIVIL WAR

From the earliest days of American colonial be-
ginnings Great Britain looked to this continent for
. a cheap and abundant source of extractive products
but was at the same time careful that nothing should
be imported which would injure the market for her
home producers. As early as 1660 certain trading
laws were enacted in England and certain policies
were inaugurated in the colonies which were designed
to stimulate the production of such agricultural
products as did not compete with the British farmer
and to direct those products entirely to the British
market.

The agriculture of the southern colonies and of the
West Indies promised in the main fo supplement that
of the British Isles and hence was encouraged. For
example, among the ‘‘enumerated articles” which
were to be exported exclusively to English ports un-
der the laws just mentioned were to be found sugar,
tobacco, indigo, cotton, and, later, rice and molasses.!

1 The exports of sugar and rice increased so greatly as to make if;
impracticable to handle the whole of the exports at British ports, -
and these restrictions were therefore modified as to rice in 1730 and
sugar in 1739, permitting ther to be exported direct to points south
of Cape Finisterre. Cotton of course was an insignificant item
throughout the colonial period.
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" Tobacco enjoyed first a preferential tariff and later a
complete monopoly of the British market. The
importance of this matter can be judged from the
fact that tobacco exports by 1660 amounted to
nearly 8 million pounds and that throughout the
colonial period it was the chief item of export, making
up from one-quarter to one-half the total.

The agriculture of the northern colonies, on the other
hand, directly competed with that of British farmers
and hence was restricted by trade laws- of various sorts.
So-called ‘““‘corn laws” were enacted against the
importation of cereals from the colonies, these and
other protectionist measures being designed to shut
the doors of the British market against the wheat,
corn, flour, and meat which were the chief agncul-
tural products of the northern colonies.

The condition of these colonies was not serious so
long as they were permitted to enjoy the trade of the
West Indies. A three-cornered traffic had developed
consisting of the export of cereals, flour, salt pork,
and other foodstuffs from New England and the
middle colonies to the West Indies, whose tropical
products were exported to Europe, where they
created bills of exchange which could be used in
settlement of purchases of manufactures and other
goods which were imported into the American
colonies. There was also a considerable import of
West Indian molasses to New England to be used
in the manufacture of rum, part of which entered
the export trade. All this traffic was jea.lously
scrutinized by Great Britain and subjected to in-
creasing restraints from time to time. These were
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expressed in attempts to secure enforcement of the
Navigation acts and in the passage of the Molasses
Act of 1733 and the Sugar Act of 1764. At the same
time any tendency toward the development of manu-
facturing in the colonies was firmly checked in con-
formity with the policy of protecting all classes of
manufacturing in the British Isles. These restric-
tive policies brought forth aggressive opposition,
particularly in the north, where agricultural resources
were relatively meager and the development of
manufacturing and trade a logical economic ambi-
tion. It was the New England colonies that con-
stituted the ‘“hotbed of the Revolution.”

Following the War for Independence a succession
of conflicting influences came to bear on American
agriculture, gradually, however, establishing a set-
tled dependence of European markets upon Amer-
ican sources of supply. The new republic experi-
enced considerable difficulty in gaining access to
European markets immediately following the war.
Even worse, Great Britain, France, and Spain for
several years hampered our trade with the West
Indies. This resulted in a period of depression
which sent ‘““a steadily growing stream of soldiers
with military script, debt-burdened farmers and
artisans from the Atlantic seaboard, and adventurous
pioneers to fill the western country” and laid the
foundation for the larger agricultural production,
so soon to be called upon. This new demand grew
out of the Napoleonic wars with their military waste
and their crippling of European production.

Prom 1793 forward the United States became in-
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creasingly important as a source from which the
belligerents might make up the deficit in their food
supply. ‘““A European market was created for the
foodstuffs of the United States. They were too busy
fighting to raise all the necessary food themselves,
and moreover the free export of grain from the
Baltic regions, then the granary of Europe, was pre-
vented by Napoleon. The unprecedented demand
for the agricultural products of this country raised
their prices to extreme heights. Thus the price of
flour at Philadelphia averaged $9.12 a barrel from
1793 to 1807, while for nine years previous it had
been only $5.41 and for nine years afterwards was
$5.46. There was also a growing demand for meat,
for cotton and wool, and other raw materials. The
production and sale of these products meant enor-
mous profits for American farmers -as well as ship-
owners, and was speedily reflected in the enhanced
price of lands. . . . From whatever aspect we look
at the developments of this period, it is evident that
the American farmer and shipowner were profiting
largely at the expense of the European belligerents.
Moreover, the profits obtained from these sources
were used to develop our resources and improve
agriculture still further.”?

This profitable market accrued most largely to the
benefit of the seaboard states, because of the diffi-
culties of transportation from the lands beyond the
Appalachians. Indeed, the settlers in Ohio, Ken-
tucky, and Tennessee were in dire straits for a time
owing to the closing of the Mississippi River by

1 Bogart, E. L., Economic History of the United States, p. 118.
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Spain in 1783. With the reopening of the river in
1795 and the Louisiana Purchase in 1803 the West
came also to share in the prosperity which a war-time
export market afforded until the Embargo of 1807.
As modified by the Non-Intercourse Act of 1809
and followed by the War of 1812, this checked
seriously our agricultural expansion for the supply
of European markets.

Gradually, however, a mew and more permanent
Jorce began to make itself felt in the upbuilding of this
export market. This sprang from the industrial
growth of England, with its resultant neglect of
domestic agriculture,! its growing need for imported
foodstuffs, and particularly its rapidly mounting
consumption of American cotton.

Cotton had come to commercial unportance only
after the invention of the cotton gin in 1793, but by
1803 it had passed tobacco in importance as an ex-
port and in 1807 rose to a value of over.$14,000,000.
Nor was its economic influence limited to the South.
Since cotton culture nearly monopolized the energies
of those sections where it was grown, it at once con-
verted them into food-deficit areas, creating thereby
a profitable market for the cereals, salt pork, and
other products of the border and northwestern
states. The demand of the cotton region for mules
and horses was also a profitable item in the trade of
these general-farming states.

1 “Whereas in 1811 the agricultural population comprised 34 per
cent of the whole, in 1821 it comprised but 32 per cent; in 1831,
28 per cent; in 1841, 22 per cent; in 1851, 16 per cent; and in 1861,
10 per cent.” Ogg, F. A., Economic Development of Modern Europe,
p. 160.
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In addition to their river-borne commerce with
the South, however, the north-central states needed
an easy outlet to the Atlantic. This was afforded
by the opening of the Erie Canal in 1825 and- the
subsequent rapid canal development and by the
coming of the railroads during the forties. It was
not until the late thirties that western produce
began to move to the East in any significant quan-
tities. The grain trade of Chicago is supposed to
have had its beginning in 1838; but, once begun, its
development soon became rapid. The chief factor
here was the growing industrialization of England,
leading to the frank abandonment of any notion of
agricultural self-sufficiency. The growth of fac-
tories and cities made the repeal of the Corn Laws
inevitable in the long run, although the new policy
did not come to open expression until 1846 nor to
full effect until 1849. A surplus of foodstuffs being
already available in the American West and means
of transportation having been by this time quite
fully developed, a leap in the volume of agricultural
exports from this country immediately followed.
‘(See table on p.15.) The expansion of food exports
was well maintained during the fifties, and the growth
in cotton exports was enormous. Figure 1 (p. 13)
presents the data graphically by five-year averages.

Viewing the whole period from colonial beginnings
to the Civil War, there is observable a distinct change
of economic purpose as lime iniroduced new elements
“tnto the foreign and domestic situation. The colonial
period culminates in armed resistance by the colonies
to the effort to make them mere purveyors of food
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ExporTs oF DOMESTIC AGRICULTURAL PRODUCTS FROM THE
Unitep STATES, 1805-1860

(Fiscal years)
Animals and Vegetable
Year ; . 1 products food Tobacco Cotton

1805 | $3,385,000 | $11,752,000 | $6,341,000 $9,445,000
1810 2,169,000 10,750,000 5,048,000 15,108,000
1815 1,332,000 11,234,000 8,235,000 17,529,000
1820 2,447,000 8,401,000 7,968,600 22,308,667

1825 | 3,314,793 7,526,718 6,115,623 | 36,846,649
1830 | 2,379,652 9,121,345 5,586,365 | 29,674,883
1835 | 2,901,896 8,383,997 8,250,577 | 64,961,302
1840 | 3,006,034 | 15,587,657 9,883,957 | 63,870,307
1845 | 6,206,394 9,810,508 7,469,819 | 51,739,643

1846 | 7,833,864 19,329,585 8,478,270 | 42,767,341
1847 | 1,113,074 | 57,070,356 7,242,086 53,415,848
1848 | 12,538896 | 25,185,647 7,551,122 61,998,204
1849 | 13153302 | 25642362 5,804,207 66,396,967

1850 | 10,549,383 | 15822373 | 9,951,023 71,984,616
1851 | 7,399,655° | 16,877,844°| 9219251 | 112,315317
1852 |  6,323,439¢ | 19,882,588°( 10,031,283 87,965,732
1853 | 9,570,327° | 23,793,388%| 11,319,319 | 109,456,404
1854 | - 15,325,618% | 51,190,680%| 10,016,046 93,596,220

1855 { 17,178,080 | 23,651,362% | 14,712,468 88,143,844
1856 | 17,655,922% | 50,390,906°%| 12,221,843 | 128,382,351
1857 | 16,736,458¢ | 58,333,176%| 20,260,772 | 131,575,859
1858 | 16,514,241% | 35924,848% | 17,009,767 | 131,386,661
1859 | 15549,817° | 24,046,752% | 21,074,038 | 161,434,923

1860 | 20,215,226 ® | 27,590,298°% | 15,906,547 191,806,555

8 These fi are not strictl ble with previous years; the diﬂueneé
are however, minor.
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and other raw products to a manufacturing and
trading motherland. The early national period, on .
the other hand, culminates in the so-called ‘‘Golden”
Age” of the fifties, in which the United States not
only willingly but even eagerly accepted the roéle
of producer of extractive products and prospered
mightily from the export of her surplus, the one-time
mother country being by all odds her best customer.
" In the seventy-five years in which the transition had
been brought about, however, a great tide of migra-
tion had swept from or through the Atlantic sea-
board states with their cramped and thin agricultural
resources, out to the astounding breadth and rich-
ness of the Mississippi Valley. Turnpikes, then
waterways, and finally railways had opened an out-
path for the settler and an inbound highway for his
products. The Northeast, by reason of its geographic
location and resources, kept alive the spark of our
future industrialism, but 80 per cent of our exports
were agricultural and during the five-year period
1856-60 we imported manufactures equal to over
85 per cent of our agricultural exports.

1I. FROM THE CIVIL WAR TO THE CLOSE OF THE CENTURY

Inevitably the Civil War operated as a check on
our foreign trade. So far as agricultural products
were concerned there was a disastrous drop in the
southern exports, cotton, tobacco, and rice. The
northern states, on the other hand, were able to
maintain a surprising flow of exports, which were of
enormous value in sustaining the financial position
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of the Union during the war period. It so happened
that- English cereal crops were decidedly poor in
-1860, 1861, and 1862, and the supplies of continental
Europe were inadequate to meet the deficiency.!
The way in 'which America filled this gap, even while
herself torn by civil war, is shown in the table.
The growth in meat exports is no less striking than
that in grain.

DouMesTic AGRICULTURAL Exports DuriNng THE Crvi War

(000 omitted)

Year Wheat and | Beef, pork, and Leaf
ending corn * thei;' prod’ucts Cotton tobacco
June 30

Bushels Pounds - Pounds Pounds

1860 21,462 161,211 1,767,686 . 173,844

1861 64,348 184,829 307,516 168,469

1862 81,619 395,585 5,065 116,723

1863 | 75262 532,203 11,385 118,750

1864 46,615 362,461 11,994 113,384

1865 26,761 190,334 8,894 161,355

8 Including wheat flour and corn meal.

s “The wheat-exporting countries of continental Europe, however,
failed Great Britain in the hour of need. Imports from Russia and
Prussia remained steady, but these two countries were unable to
respond to Great Britain’s greatly increased demands. Imports
from France suffered a sharp falling off, owing to crop failures in
1861 and 1862. Nor were Egypt and the South American countries
able to furnish sufficient wheat to meet the shortage. It was the
United States alone that was able to supply the deficiency.”—
Schmidt, L. B., Iowa Journal of History and Politics, vol. 16, p. 426.
In this article Professor Schmidt shows that it was this opportune
dependence on American wheat which was in all probability the
decisive factor in keeping the British Government from recognizing
the Confederacy.
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The decline in production which might have been
expected as a result of the loss of man power to the
armies was offset in part by immigration but also
quite strikingly by the increased use of horsepower
implements. This made possible a vigorous response
to the stimulus of high prices here and abroad. At
the same time it was the closing of the formerly
flourishing market for northern products in our own
southern states which made possible the diversion
of so large an export surplus to the foreign market.

After the return of peace, the expansion of .those
lines of agriculture which had prospered during the
war and the recovery of those which had languished
was in the main both prompt and steady. Although
the South was at a disadvantage except as to rice,
the revival and growth of her export market was sur-
prisingly good, her chief products, cotton and
tobacco, being in great demand and subject to
relatively little competition from other producing
countries. Northern exports showed a phenomenal
growth. This was due to a conjunction of several
factors: (1) the enlargement and cheapening of
agricultural production in the new West with its
virtually free lands and its flood of immigration;
(2) the industrial expansion of England and, later, of
several Continental centers; and (3) the rapid
growth of cheap means of transportation to connect
our specialized areas of production with these centers
of intensive consumption. Naturally, it took several
years for the results of these influences to become
fully apparent.

By 1875 settlement and farm development had so far
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progressed and the raidlway net had been so fully
extended as lo pour a veritable flood of American
products into European markets. British farming,
which had been in orderly retreat for over fifty years,
was thrown'into a rout.! In spite of the depressing

1% The last good year was 1874, and before the end of 1875 the
shadow of depression was beginning to fall. . . . In 1882 a govern~
ment commission testified mournfully to the ‘great extent and
intensity of the distress which has fallen upon the agricultural com-
munity.” And as time went on it began to appear that, far from
being merely ephemeral, the adverse conditions which had arisen
were permanent and perhaps largely irremediable. In point of
fact, the depression which had thus settled upon the agrarian portion
of the country has continued with only a modicum of relief to the
present day. . . . The first matter to be observed is the sharp
reduction since 1875 of the amount of land under cultivation and
the considerable increase of the amount utilized for grazing. The
extent of this double change appears from the following figures:

Acees (1IN MILLIONS) IN ENGLAND, WaLBS, AND SCOTLAND

Permanent |
Year Arable land grass land
1871......... 18.4 12.4
1881........: 17.4 14.6
1801......... 16.4 16.4
1901......... 15.6 16.7

The total area devoted to wheat fell from about 3,700,000 acres in
1870 to . . . 1,700,000 in 1900. . . . The decline in acreage has
been heaviest in the case of wheat; but it has appeared in some
measure in all corn crops grown in the United Kingdom except oats.
Taking corn crops as a whole, the area cultivated was diminished by
3,000,000 acres, or almost 40 per cent, in the three decades 1876~
1906. ... . The area under grass increased by almost one-third in
1876-1906; yet the quantity of meat produced from home-fed stock
was increased by only 5 per cent. From this situation it arises that
the British people have become dependent in a fairly astounding-
degree upon foodstuffs imported from abroad.”—Ogg, F. A.,
Economic Development of Modern Europe, pp. 161-168.
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effect of American imports upon domestic prices,
the English farmer had maintained a precarious
economic hold so long as weather and yield were not
too unfavorable. But 1876, 1877, and 1879 were
years of poor crops and heavy live-stock losses,
while the abundance of imports kept prices from
rising much above their customary depressed level.
This combination of wretched yield and low prices,
when several times repeated, proved too much.
Nor was this situation limited to Great Britain.
Important agricultural areas on the Continent were
hardly less demoralized. This was notably true of
Denmark.! '

At the same time industrialism was growing on the
Continent. Such growth was significant in both
Belgium and France, but it was, of course, in Ger-
many that the really spectacular development of the
last quarter of a century took place. German indus-
trialism had been in the incubation stage prior to
1870, but with the successful outcome of the Franco-
Prussian War and the development of the empire

14This change [from grain growing to dairying] took place at a
highly opportune moment when the great revolution of the seventies
came to alter the commercial condition of agriculture in Western
Europe. Corn [cereals] from the East and from overseas flooded

European markets. . . . Soon after this also animal produce, live
animals, and meat were sent out to Europe from America, Australia,
and other countries. . . . The result was keen competition with

the whole world heretofore quite unknown in Europe. This was
particularly felt by European agriculture. All the countries in
Europe except the United Kingdom, Netherlands, Belgium, and
Denmark tried to stem the tide by imposing high import duties on
agricultural products.”—Faber, Harald, The Cooperative Movement
and Danish Agriculture, p. 32.
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industrial ambitions broke the shell and started on
a period of rapid growth and active development.
This resulted in an increase and urbanization of the
population which produced results similar to those
which had- appeared in England some decades
earlier. These included a marked raising of the
general standard of living of the German workman
and an opening of German trade relations with
Russia, Scandinavia, and the Danube countries which
had a profoundly stimulating effect upon a consider-
able part of the European population.

While agriculture was by no means so completely
neglected in imperial Germany as in England, neither
was it so carefully preserved as in France. This
was particularly true during the earlier part of the
period of industrialization, while the zeal to overtake
England was most acute, the thought of possible
dangers from this competition most remote, and
foreign agricultural products at their lowest ebb of
prices. ‘

The outstanding facts of the German town and
factory movement are well set forth by Clapham
as follows:!

. . . taking for the Empire the usual statistical division,
by which the population in communities of 2,000 and
upwards is classed as urban, it appears that 63.9 per cent
of the population was still rural in 1871. 'What happened
in the next forty years the table shows.

The figures suggest a whole nation rushing to town.
The rush was greatest into the greatest towns. -In 1890

1 Clapham, J. H., Economic Development of France and Germany,
1815-1914, p. 278.
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there lived in cities of 100,000 inhabitants and upwards
114 per cent of the German population. In 1910 the
corresponding figure was 21.3 per cent (13,823,000 souls).
The rural population remained almost stationary through-
out; and the enormous increase in the total population
was absorbed by the towns. The maintenance of so large
a rural population, under modern agricultural conditions,
is a considerable achievement, especially wher it is con-
sidered how small an area of Germany is naturally suited
to intensive agriculture; but note that the attraction of
industry and the towns was so strong, or the drag of the
land so weak, that these 26,000,000 cultivators needed
latterly a great kody of migratory helpers from outside.
There were not Germans enough on the land to gather
the land’s produce.

Total population | Rural percentage | Urban percentage

1871 41,059,000 63.9 36.1
1880 45,234,000 - 58.6 41.4
1890 49,428,000 57.5 425
1900 56,367,000 45.6 54.4
1910 64,926,000 40.0 60.0

There was presented, therefore, an important
demand for food imports from abroad, which
through a combination of circumstances the United
States was at that time in the most fa.vora.ble posi-
tion to supply.

The rapid extension of our agricultural domain gave
us a constantly increasing outpul of staple agricultural
produce, which was thrown upon the markets in such
quantities as coniinually to depress prices. The
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financial panic and industrial depression which our
country suffered during the nineties accentuated
this low-price tendency still further. Thus it was
brought about that Germany and other industrial
countries of Europe found here an extremely favor-
able market in which to buy during the time that
their own resources were being diverted so vigorously
to industrial development. The existence of this
European market with its expanding capacity to
absorb the vast agricultural surpluses of America’s
virgin lands was one of the most decisive factors in
making possible the tremendous national growth
which took place in our country in the three closing
decades of the nineteenth century.

The growth of agricultural exports as a whole dur-
ing this period! is shown graphically in figure 2, and

1For method of computing these data, see footnote 1, p. 31.
This chart shows the total of agricultural exports to all markets.
This includes, of course, goods going to non-European ports, but the
quantity of the latter, though it had been increasing ever since the
great expansion of our export trade, was relatively insignificant
even at the close of the century. In the five-year period of 1896—
1900 the agricultural products going to non-European markets
comprised only 12 per cent of the total value. Furthermore, 3.38
per cent of the total was made up of exports to Canada, the major
portion of which no doubt was destined ultimately to reach European
markets by way of Canadian ports. (See Bull. 16, Section of For-
eign Markets, U. S. Dept. of Agri,, pp. 13 and 15.) Consequently
it is safe to assume that from the time agricultural exports began
their great growth up to the end of the century, there was no year
during which those going to Europe did not comprise at least 90 per
cent of the total. Furthermore, even the small percentage of the
trade which moved to non-European countries consisted largely of
minor items, such as fruit, dairy products, rice, and the like which
moved to countries in the West Indies, South America, Canada or
the Orient. It is the great staple commodities such as cotton,
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several of the chief items are shown separately
in figures 3, 4, 5, and 6 and in the table below.
The relative significance of the principal European
countries as markets for American cereals, meats,
cotton, and tobacco is shown in Appendix A (p. 139)
together with some explanation of the nature of this
export trade.

ExprorTs OF PRINCIPAL DoMEsTIC AGRICcULTURAL Propucrs
BY FIVE-YEAR AVERAGES, 1867-1901

(000 omitted)
Year Beef Pork
ending { Wheat®| Corn® | and and | Cotton | Tobaceo
June 30 products | products

Bushels | Bushels | Pounds | Pounds | Pounds | Pounds
1867-71 | 35,032| 9,924| 54,532 128,249 902,410] 194,754
1872-76 | 66,037 | 38,561 | 114,821 | 568,029{1,248,805( 241,848
1877-81 | 133,263 | 88,190 | 218,710 |1,075,793|1,738,892] 266,315
188286 | 121,675 | 49,992 | 225,626 | 739,456/1,968,178 237,942
1887-91 | 115,529 | 54,606 | 411,798 | 936,248(2,439,650( 259,248
1892-96 | 170,624 | 63,980 | 507,177 |1,052,134]2,736,655| 281,746
1897-01 | 197,427 | 192,531 | 637,268 |1,528,139;3,447,910| 304,402

@ Including wheat flour.
b Including corn meal.

The thirty-year period 1870 .to 1900 shows a
tremendous volume of agricultural exports, mounting
quite steadily in all the chief lines of cereals, live-

grain, and packing-house products which we are chiefly concerned
in analyzing, and in many of these European trade and total exports
were practically synonymous. For instance, European takings
averaged about 99} per cent of total exports of fresh beef, 98 per
cent of cotton, 93 per cent of bacon, 92 per cent of tobacco, and 91
per cent of wheat.
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stock products, cotton, and tobacco. It was the
natural aceompaniment of a period of pioneer expan-
sion, and implies a very great dependence of the
farming industry of the period upon a European
market. Three factors in the situation should, how-
ever, be clearly borne in mind:

1. The agriculture which produced this abundance
of farm produce was the hasty and pellmell outpour-
ing of native land-grabbers and foreign immigrants
upon an extraordinary stretch of virgin land, not a
seasoned economic development upon lines of careful
planning with due regard to costs, prices, and return
to labor and investment.

2. The crops grown under such conditions of flush
production sold over wide areas and during extended
periods at prices ruinously low to the farmer.

3. The European markets absorbed the quantities
of American farm exports that they did largely
because we were conducting the most" stupendous
bargain counter in the history of agriculture.
Europe’s dependence upon us for food and raw ma-
terials was, however, by no means absolute, as we
shall see in the following section.

II. FROM 1900 TO 1914

As we cross the imaginary line that divides the
nineteenth century from the twentieth, we come
into a zone whose characteristics so far as agricultural
exports are concerned differ markedly from those
which we have been observing.

The United States began definitely to decline in
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importance as an exporter of foodstuffs. This is
shown clearly in the graphs of figures 7 and 8 (p. 30).
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Figure 7.—NEr ExPoRTS OF PRINCIPAL CEREALS FROM THE
UnrTEp StATES, 1897-1914.

The export of fresh beef dropped from 352 million
pounds in 1901 to 6 million in 1914; bacon exports
dropped from the 1898 maximum of 650 million
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pounds to a low point of 152 million in 1910 and
194 million in the last pre-war year. Lard exports
were better maintained because of our peculiar
advantage in this field,! but dropped from 711 million
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in 1899 to 363 million in 1910 and 481 million in
1914. The peak of wheat and flour exports had
been reached in 1902 with 235 million bushels, and
that of corn in 1900 with 213 million. Wheat was
down to 146 million in 1914 but had been as low as

1Cf. p. 35.
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44 million in 1905 and averaged less than 79 million
in 1910-11-12. Corn exports dropped below 11
million bushels in 1913, but this was distinctly
below the average of the preceding decade. Butter
and cheese exports, which had risen from 40 million
pounds at the close of the Civil War to 180 million
pounds in 1881, stood at 79 million pounds in 1898
but at only 6 million in 1914,

This marked decline in agricultural exports during
the period of approximately fifteen years prior to
the outbreak of the European War is a phenomenon
which is less fully appreciated by many people than
is the great upswing of exports in the later years of
the nineteenth century. It needs, however, to be
carefully borne in mind by anyone who desires to
keep a correct perspective upon the present phase of
the problem of agricultural trade. Figure 9 (p. 32)
shows both the growth and the decline in total
exports of farm products from the end of the Civil
War to the outbreak of the World War.!

1 Unfortunately it is not possible to present a figure for total
exports in terms of physical quantities. For quite a number of the
minor items no quantity figure was reported. Also, there is no
common denominator for pounds, bushels, gallons, and head of
live stock, in terms of which our export figures are gathered. While
money values constitute such a common denominator it is a very
unsatisfactory one owing to the marked changes in value which
oceur over so long a period and which, for important commaodities,
are often quite extreme even from one year to the next. In order to
remove, so far as possible, this element of variation in preparing the
graph in figure 9, the fotal values have been adjusted to the index

-pumber of farm prices as ecomputed by the government. It is
edmitted that this method is far from satisfactory, and yet the graph
probably reflects with a fair degree of correctness the advance and
subsequent decline in our total agricultural exports.
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It will be observed that this line of total exports,
although it has declined since 1900, has not fallen
off at anything like the precipitous rate that is shown
by the export figures for cereals and live-stock
products. This is due to the fact that both cotton
and tobacco exports continued a fairly steady rate
of increase during this period and that certain other
lines of export, such as rice, cottonseed oil and cake,
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and fresh, canned, and dried fruits maintained or
increased their volume while the coarser and bulkier
farm products were falling off. This change indi-
cates some turning from more extensive toward
more intensive types of agriculture, while the
‘growth of cotton and tobacco exports reflected the
continued dependence of Europe upon the two great
southern staples which are practically noncompeti-
tive so far as European farming is concerned.
Cereals and live stock, on the other hand, compete
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directly with the European farmer and also with
the agriculturists of Argentina, Australia, and other
new regions.

For explanation of what was taking place in food
production. and international trade during the pre-war
period, we must look first to the agrarian policy of
certain European couniries. The producers of France
and Germany in particular had felt very keenly the
competition of cheap exports from the United States
and had organized both commercially and politically
to combat this invasion. The flood of American
produce was checked by successive advances in tariff
rates or, in certain cases, was entirely stopped by
embargoes based on sanitary grounds, particularly in
the case of hog products. The situation so far as
France is concerned is succinctly stated as follows:

In 1897 the wheat duty was pushed from 5 to 7 francs.
Next year the butter duty went up again. The wine
duties were revised and raised in 1899. In 1903 the
rates on cattle and meat were advanced. The details
need not be followed further. Up to 1914 there was no
change in principle; although, as had been already seen,
the beet industry lost its export bounty and suffered
accordingly. French agriculture in the last age must be
thought of as working behind a stout tariff wall. If one
object of this was to make France self-sufficing in bread,
success can be claimed. . . . Whereas in 1886-92 the
average net import of wheat was nearly one-seventh of
the home production, in 1896-1902 it was less than one-
seventeenth, and in 1906-12 about one-thirteenth.!

How much of this policy was based on economie

1 Clapham, J. H., Economic Development of France and Germany,
1815-1914, pp. 182-183. .
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grounds and how much of it was political or military
it would be hard to say. Undoubtedly France’s
continental position, with the threat of blockades
which could be made effective against such navy
and merchant marine as she maintained, had some-
thing to do with her desire to secure self-sufficiency
in the matter of agricultural produce, particularly
foodstuffs. , '

The latter motive was even more clearly evident
in Germany, whose strategic position was distinctly
less satisfactory than that of France. Economists
as well as statesmen frankly avowed a policy of self-
sufficiency for the empire,! and a whole succession .
of domestic bounties, foreign tariffs, and special
transportation rates were framed to carry this policy
into effect. Bismarck sprang from the agrarian class
of East Prussia and both sympathized with and
represented their views in those policies, tariff and
other, which were designed to maintain German
agriculture in the face of foreign competition. His
successors, however, followed a less protectionist
policy which, taken with the low prices abroad during
the nineties, resulted in such large imports as to
revive and strengthen the militarist-agrarian agita-
tion. After a long and vigorous campaign, the
agrarian demands for fuller protection were largely
granted in the new tariff of 1902.

Taken as a whole, continental Europe was making
strenuous efforts to maintain or restore her own
agricultural class. It was being aided in this effort

1Von der Goltz, T., Vorlesungen iiber Agrarwesen und Agrarpo-
litik, p. 11. )
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by the new knowledge of scientific agriculture which
had developed so rapidly during the latter part of
the nineteenth century. Given time and the desire
for greater self-sufficiency, Germany increased her
use of artificial fertilizers, shifted her production to
crops which could be most easily produced from her
resources, imported agricultural labor, and quite
effectively stemmed the tide of agricultural decline
which had been an early accompaniment of her shift
toward industrialism. Potato culture was pushed
forward into a position of unprecedented importance
in the national economy, sugar-beet culture was
developed on the most scientific lines, swine produc-
tion was tripled between 1873 and 1912.

Some of the results of this policy will be seen by
an examination of Appendix B. For instance, our
corn exports to Germany, which averaged nearly 40
million bushels per year for the quadrennium 1897
to 1900 inclusive, were nearly extinguished just
prior to the opening of the World War. This was
doubtless' due to the great development of potatoes
as a raw material for distillation as well as the in-
creased use of both potatoes and beet pulp for
animal feeding. During the same period the exports
of bacon, hams, and shoulders decreased from over
58 million pounds in 1898 to little more than one
million pounds in 1913. Lard exports are an excep-
tion to this general situation in that they show no
definite tendency to decline during the whole period.
The obvious explanation is that the enormous in-
crease in German hogs, to which we have referred,
relates to the meat type of hog rather than to a
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heavy lard producer. Feeding their swine, as they
were obliged to do, on potatoes and barley, the
Germans were able to produce the bulk of their home
requirements in bacon, hams, sausage, and the like
or to import them from near-by countries which
produced a similar product. They were not, how-
ever, able to supply their need of animal fats with
domestic lard on a basis which would enable them
to compete with the United States and its cheap and
abundant supplies of Indian corn.

A second reason for the decline of European and
particularly German imports of American foodstuffs
since the late ninelies was the development of other
sources of supply. Germany’s tariff war with Russia
was ended in 1894; and from that time forward she
was assiduously developing a market for her manu-
factures in Russia and in the Danube countries,
receiving in return an increasing import of farm
products from these more agricultural areas. A
quite similar trade development was taking place in
South America and other nonindustrial areas which
were being brought within the reach of Germany’s
expanding finance and shipping operations.

This same shifting from America to other sources
for their agricultural imports was marked in the
case of Great Britain. It had a more profound effect
in this case also because the United Kingdom had
been a much heavier importer from the United
States than any of the Continental countries or all of |
them combined. In contrast to the agricultural
policy of France and Germany, Britain scorned any
notion of self-sufficiency for military reasons and fol-
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lowed a policy of free trade in agricultural produects.
She allowed her own agriculture to slip back to such
position as it could maintain for itself in the face of
competition from newer lands, placing her reliance
meanwhile in an aggressive commercial and indus-
trial development, preeminence in finance, a large
merchant marine, and an invincible navy.

But though the United Kingdom was by all odds
the most important and satisfactory foreign market
for our agricultural products throughout the whole
of our export history, her imports of food from the
United States declined appreciably from the late
nineties to the period just preceding the Great War.
Even in the latter period (average of 1910 to 1914
inclusive), however, her imports of wheat and corn
were more than triple those of Germany; her imports
of hams, shoulders, and bacon out of all comparison
and of lard nearly a third higher than even the
large imports of Germany. Comparisons of the two
periods and for the three principal countries are
shown statistically in the table on the following page
and graphically in charts (figs. 33-37 inclusive), in
Appendix B. :

A third reason for decline in our exports fo the
Continent is to be found in the growth of the American
domestic market. ‘This is, of course, closely related
to the shift to other sources, which we have just been
discussing. The movement has been viewed as a
strengthening of the pull of other agricultural lands.
We shall now look at it as a weakening of the induce-
ments offered by the United States. By a natural
process of economic evolution we were ceasing to be
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a heavy exporter of raw materials. Industrial de-
velopment in the United States caught up with the
overstimulated agricultural development of the free-
land period, with a resultant increase in the ratio
at which agricultural products exchanged for manu-
factures. The supply of agricultural products began
to recognize a new dependence on production costs
when practically all the worth-while public lands
had been taken up and population still continued
to grow at a rapid rate.

Domestic Exports or AMERICAN FoopsTurrs To TEHE UNITED
KinepoM, GERMANY, AND FraANcCE, BY FIVE-YEAR AVERAGES *

(000 omitted)

United Kingdom Germany France

1897-190111910-1914| 1897-190111910--1914 { 1897-1901/|1910-1914

Bushels | Bushels Bushels | Bushels | Bushels | Bushels

Wheat...... 71,735 26,777 9,408 5,825 7,543 7,637
Corn........} 74101 10,168 36,138 4,952 6,380 (a)
Pounds | Pounds Pounds | Pounds Pounds | Pounds
Bacon....... 404,988 | 129,682 31,026 1,156 6,209 4,670
Hams and
shoulders..| 171,922 | 138,982 8,057 (a) 980 {a)
Lard........ 213,986 | 170,414 202,450 | 133,361 23,055 15,131

* Calendar years.
8 Too small to be separately reported.

Considered as a domestic problem this gave to the
farmer a more profitable return on his industry,
and to the manufacturer and urban dweller a
steadily increasing complaint about the ‘“high cost
of living,” which became outspoken about 1909.
Considered as a problem of foreign trade it meant
that America became a less desirable buying market,
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particularly for countries which wished to exchange
for our agricultural products such manufactures as
were now being turned out in greater bulk and variety
by the rapidly expanding industrial plants of our own
country. Obviously, any industrial country in
Europe would turn for her agricultural supplies to
such lands as offered the most advantageous market
either by reason of geographical nearness, imperial
ties, industrial underdevelopment, or that early
agricultural development which results in one-crop
farming. In varying degrees all these conditions
were met with better in Russia, Canada, Argentina,
Australia, and India in the period since the beginning
of the twentieth century than they were in the
United States.

The figures of home production and foreign trade in
the decade or two preceding the European war suggest
that there was coming to be an approach toward more
stable adjustment of agriculture, industry, and inter-
national trade. The swift, indeed revolutionary, de-

-velopments of the latter half of the nineteenth cen-
tury had been brought about by the rapid indus-
trialization of Western Europe and Northeast
United States, and the exploitation of great agricul-
tural domains in North America, South America,
Australasia and, in lesser degree, elsewhere. Now the
dwindling significance of our cereal and meat exports
clearly foreshadowed a time when the United States
would no longer export these products and suggested
that in time she might even become an importer of
them. Such a situation had already come to pass in
regard to Canadian wheat and barley; Argentine
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meat, wool, hides, and occasionally corn and oats;
Australasian wool and hides; Chinese eggs; Danish
butter; and cheese from several sources. (See
Appendix C.)

American agriculture was settling down after the
exuberance of the free-land epoch. Instead of con-
tinuing to increase the surplus of a few staple cereals
and live-stock products, our farmers were tentatively
but continually shifting their productive efforts
toward new lines of endeavor which promised more
satisfactory results. Such changes increased our
domestic sugar supply, enlarged our dairy and
horticultural output, and augmented the cities’ sup-
ply of fresh milk and out-of-season fruits and vegeta-
bles. Even such diversification and intensification
of our agriculture failed to maintain a rate of growth
commensurate with that of the nineteenth century.
The process of economic adjustment in the light of
our more mature national development tended to
divert new outlays of capital and new increments of
labor toward industrial expansion rather than to.
encourage their entrance into agriculture to pile up
great export surpluses. The farming population
constituted 35.3 per cent of those gainfully employed
in the United States in 1900, and only 32.5 per cent
in 1910; while the percentage of those engaged in
manufactures, trade, and transportation rose from
40.8 in 1900 to 48.2 in 1910.

The cotton situation was in sharp contrast to the
decline in cereal and meat exports. Cotton was con-
spicuous as a crop to whose production for export
we continued to apply ourselves assiduously because
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of the surpassing character of our natural advantages
as compared with the rest of the world. In the case
of the long-staple fiber, some of which we had to
import for our own uses, we were even tending to
increase our production by the best methods of
plant adaptation and breeding on the most favored
delta lands of the South and on certain irrigated
areas of the Southwest. Likewise our notable growth
in the more intensive lines of production, such as
horticulture and dairying, showed possibilities of
not merely meeting the needs of a growing and
prosperous domestic market but even of intro-
ducing new lines of export (such as dried and even
fresh fruit) which would increase the diversity of
our outlets and hence add to the stability of our
agricultural industry.

During this pre-war period there had been a re-
markable advance in agricultural education, includ-
ing the scientific study of agricultural economics and
the analysis of production costs. This had in time
led to the setting up of an elaborate machinery for
extending the results of such investigations to the
rank and file of farmers. Farming was being put on
a solid business basis. Had not the World War
supervened it seems reasonable to suppose that this
process of readjustment would have gone on ration-
ally even though not rapidly. Such an outcome
would have safeguarded the prosperity of farmers
and have contributed to the economic health of the
country as a whole. However, the World War did
come and in its train a tremendous upheaval of our
whole agricultural industry and new problems of
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agricultural and trade readjustment as one phase of
the great reconstruction period.

To understand the post-war troubles of our farmers
we must carefully examine the chief feature of this
war-time disturbance of American agriculture. This
will be the task of Chapter II. In approaching it,
however, we should keep in mind the following points
in the pre-war evolution of our agricultural trade:

1. From an early colonial period Europe was glad
to look to America for such agricultural products as
tobacco, rice, and cotton (after the coming of the gin),
for whose production her own lands were ill adapted.

2. During the Napoleonic Wars and again later,
as Britain launched on a whole-hearted industrial
career, a market for cereals, meats, and other food
products was opened, which expanded as fast as
western settlement and cheap transportation could
be developed.

3. This movement was greatly augmented by the
industrialization of the Continent under the lead of
Germany in the last quarter of the century.

4. As we outgrew the pioneer stage, the expanding
population and increasing industrialization of the
United States reduced the size and enhanced the
price of our agricultural surplus and caused Europe to
revive domestic agriculture and turn to less indus-
trialized countries as sources of supply.

5. By the opening of the European War the United
States was rapidly approaching an agricultural-
industrial balance, with supplies abundant enough
to make prosperous industry and trade, and farm
prices high enough to make a prosperous agriculture.



CHAPTER II

DERANGING EFFECTS OF THE WORLD WAR UPON
AMERICAN AGRICULTURE

The opening of the European War introduced a
violently disturbing factor into the process of our
agricultural adjustment discussed at the close of the
preceding chapter. A tremendous need for food and
clothing materials - developed swiftly out of the
exigencies of the conflict, and circumstances com-
bined to make America the most eligible candidate
for the task of supplying these needs. At first only
slight and temporary adjustments in our agriculture
appeared as a consequence of this stimulus. But as
the war developed into a world-embracing struggle,
the lure of high prices and the spur of patriotism
caused these changes to assume a deeper and more
far-reaching character, amounting in time to a
derangement in many parts of our farming industry
so severe that when the time came for readjustment
it could not be promptly brought about.

The several steps in war development included,
first, curtailed production and impaired import
facilities in Europe; second, intensive buying and
mounting prices in the United States; and, third,

43
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an expanded and readjusted condition in our farm-
ing industry.

I. CURTAILED PRODUCTION IN EUROPE

The mobilization of the great armies of Europe
on the very eve of harvest time threatened consider-
able loss of the 1914 crop. Some such loss was in-
evitable in spite of every effort to utilize soldier labor
and to grant harvest-time furloughs. With each new
season of planting and harvest the problem became
more and more acute as larger areas were involved
in the zones of active military operations, as armies
grew in size and casualties increased in number.
Every device to stimulate the labor contribution of
noncombatant populations -was resorted to and
every attempt made to divert energy from nonessen-
tial or less essential activities to those of enlarging
as much as possible the home supply of food and
other agricultural war materials. However, the de-
mands of munition works, ship building or repairing,
the transportation of troops and materials, the
building of cantonments and the like, also created
a strong pull of man power away from agriculture.
In England, for example: “By the beginning of
1917, some 250,000 agricultural laborers had joined
the army and a very large number had been attracted
away from farm work by the high wages which were
to be obtained in munition factories, in the building
of camps and aerodromes, and in other occupations
connected with the war. It is small wonder that
the year 1917 saw state control substituted for the
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system of laissez faire in the sphere of British
agriculture.”’t

Whatever improvement in conditions state con-
trol may have introduced, however, it was barely
possible for Britain to maintain the volume of her
agricultural production under the terrific strain of
the war she was waging. Some shifting to the more
essential lines like wheat and oats could and did take
place. But 1916 and 1917 were by no means good
growing years and the total yields were hardly up
even to those of 1914. As for live stock, cattle
numbers were maintained, but those of sheep fell
off a little and those of swine considerably.

When such difficulties were encountered in main-
taining agriculture in the relatively small place which
it occupied in the economic life of Great Britain,
the task would naturally be yet harder on the
Continent, where agriculture was relatively more
important and in some regions even a dominant
calling. French wheat production in 1917 was
less than 50 per cent of that in 1914, and oats and
rye were down about one-fourth. Germany de-
clined 44 per cent in wheat production in the three-
year period, 33 per cent in rye, and 59 per cent in
oats. Italian wheat production dropped from 214.4
million bushels in 1913 to 140 million in 1917, and
corn production from 108.4 million to 82.8 million
bushels.

The story for Belgium, Austria-Hungary, Rou-
mania, and other warring countries was as bad or

' Lennard, Reginald, English Agriculture During the War:
Jour. Political Economy, October, 1922.
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worse. For several of them (and also Russia) no
figures are available in 1917, but it is a matter of
common knowledge that the food surplus of central
and eastern Europe ceased to exist and actual deficits
were created by the enlarged rate of consumption
and waste incidental to military operations. The
small gains among noncombatants (Spain, for
example) were by no means comparable to the large
losses elsewhere. In live stock also declines were
marked, particularly in sheep and swine. Some of
the neutrals were hit as hard as the warring nations,
as witness the drop from two and a half millions to
two-thirds of a million of swine in Denmark from
1914 to 1918. '

Everywhere the war increased the dependence of
Europe upon outside sources of supply. This demand
tended to converge upon the United States and
Canada most intensely because of the difficulties
of transport from more distant producing areas.

II. DIFFICULTIES OF OCEAN TRANSPORT

Everyone who read the papers during the years
from 1914 to 1918 knows that the war quite thor-
oughly disrupted shipping services upon the Seven
Seas. Shipbuilding efforts had to give priority to
naval construction even at the expense of mercantile
needs, and vessels had to be diverted from cargo
carrying to the transport of troops, patrol service,
or other military uses. Worst of all was the destruc-
tion of tonnage (with incidental loss of cargo) by
commerce raiders, particularly the German sub-
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marines. These losses were inconvenient from the
start, but when at the end of January, 1917, the

policy of unrestricted submarine warfare was au-
" thorized from Berlin the losses became appalling.
In February Great Britain alone lost 500,000 tons of
shipping. Altogether the allied and neutral coun-
tries lost over 12,000,000 tons by the close of 1917,
This amounted to nearly 30 per cent of the available
total at the opening of the war. Even though fever-
ish rebuilding made good a part of the loss, there
was at best considerable lag, thus requiring the
greatest possible conservation of effort in securing
the delivery of bulky agricultural imports.

Under pre-war conditions Europe bought food and
textile materials where they could be procured most
cheaply; under war conditions she sought them from
the nearest available source regardless of price.
Ships were taken off the accustomed routes to
Australia, India, and Argentina, whence England
had been securing much of her wheat, and put on
the route to North America. This was not solely
to save the time of the cargo carrier, for the wheat
ports of Argentina are actually closer to England
than some of the American ports. It was also to
simplify the task of naval convoy by concentrating
trade in one great highway of transport. The fact
that we were ourselves in the war whereas Argentina
was not, tended also to throw the trade more fully
into our hands. A few significant figures of British
trade well illustrate this shift. (See also figs. 10, 11,
and 12, pp. 48, 49.) ’
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" Sources orF SeeaFep Brrmise Foop Iuponfs, 1914-1918 *

1914 1915 1916 1917 1918

‘Wheat and four: Cuwts. Cuwts, Cuwts, Cwts. Cuts.
United States. ..| 41,939,483 51,010,680] 71,741,390 65,377,442 49,706,360
" Argentine Re-

public........ 6,578,038 12,279,611 4,519,589 6,722,822 14,391,066
British India....| 10,710,706 13,967,889| 5,616,067 2,746,366 719,594
Australia,........ 12,459,094 182,800| 4,395,953| 11,815,783] 4,345,783
Maize:
United States. .. 232,925 1,695,300| 6,991,800 10,670,300 7,921,277
Argentine Re-
public........| 28,642,884| 44,152,400| 20,843,700 9,578,200| 3,584,000
Chilled and frozen
beef: -
United States. .. 87,5689 1,001,351 930,207 938,126 3,583,549 °
. Argentine Re-
publie........| 5,993,126] 5,096,461 4,037,678| 2,671,132| 1,977,267
. Australagia. . ... 2,027,681| 1,972,164{ 1,640,579| 1,867,798 936,042

* Annual Statement of the Trade of the United Kingdom.

II. INCREASED EUROPEAN BUYING IN AMERICA

The figures just presented show an increased use of
our market by the heaviest of our European buyers
because- of its nearness and greater ease of transport
protection. We had previously noted the increased
dependence upon the United States due to the
impairment of European production. The fact also
that we were making large financial advances to the
Allies accentuated this tendency. The manner in
which all these forces operated to increase European
buying in America may be clearly seen from a few
comparisons, it being borne in mind, of course, that
all this represented a highly artificial movement and
not a settled trade development.
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Russian wheat and rye coming to the United King-
dom had averaged nearly 16.3 million hundred-
weights during 1909-13, but dropped to an insig-
nificant figure after 1916, whereas similar imports
from the United States averaged 18.8 million hun-
dredweights in the five pre-war years and rose to an
average of 494 million hundredweights during
1916-18. Danish bacon, which made up 53 per cent;
of British bacon imports in 1914, dropped to one-
fifth of one per cent in 1918, while bacon from the
United States rose from 30 per cent in 1914 to more
~ than 82 per cent in 1918. France had imported
5 million quintals! of wheat on the average during
the years 1910 to 1913 from Russia, Roumania, and
Germany (presumably of Russian or Roumanian
origin) and only 0.9 million quintals from the United
States. By 1918 imports from these European
sources had been cut off and imports from the
United States amounted to 4.3 million quintals.
Ttaly likewise was quite seriously affected by the
drying up of those sources in the Danube basin and
Russia to which she had previously turned for a
considerable part of her cereal needs. In the four
pre-war years she ‘averaged 12.7 million quintals of
wheat imports from Russia and Roumania and
only 0.7 million from the United States. In 1915
she drew. 16.1 -million quintals from the United
States; in 1916, 13.0; and in 1917, 6.7 million
quintals from us and negligible amounts from
previous sources in eastern Europe. This swing of °
Italy and France toward the United States as a

L A quintal equals 220.46 pounds.
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buying market is vividly portrayed by the graphs
in figure 13. '

The neutral countries of Europe were likewise
constrained to turn from their previous sources of
cereal imports in Europe or overseas and to secure
such supplies more largely in the United States.
Since the total of such imports by several neutrals
rose above their pre-war level, it appears that (as
was currently asserted at the time) some of these food

Millionsof Quintals Millions of. Quintals
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Figure 13.—IMporTs OF WHEAT AND FLOUR INTO ITALY AND
FraANCE, 1910-1918.

supplies found their way into the enemy countries,
at least during the early years of the war. Thus,
blockaded though she was, even Germany’s war
needs contributed in some degree to the pressure of
foreign buying in America.

Europe under stress of war had returned to a depend-
ence upon the United States for foodstuffs even greater
than in the old days of the nineties. This is shown
in the export figures from 1913 to 1918, presented in
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the table below. How this sudden rise contrasts
with the fifteen-year decline which preceded is shown
in figure 14. This graph shows also that the war
brought a further stimulus to tobacco exports but a
notable slackening in the cotton movement. The
latter, however, was offset in part at least by a
marked increase in exports of cotton manufactures,
including explosives.!

EXPORTS OF AGRICULTURAL PrODUCTS FROM THE UNITED STATES,

1913-1919.*
(000 omitted)
Ye:ar
ending | Wheat% | Corn® Rye8 Oats® Beef Pork Rice

June 30 products| products

Buahels | Bushels | Bushels | Bushels | Pounds | Pounds | Pounds
1913 | 142,880 | 50,780 1,855 | 36,455 | 170,208 984,697 5,673
1914 | 145,590 | 10,726 2,272 2,749 | 151,212 921,913 5,871
1915 | 332,465 | 50,668 | 13,027 | 100,609 | 394,981 | 1,106,180 7,334
1916 | 243,117 ; 39,807 | 15,250 | 98,960 | 457,656 | 1,462,697 9,506
1917 | 203,574 | 66,753 | 13,703 | 95,108 | 423,674 | 1,501,948 | 12,315
1918 | 132,579 | 49,073 | 17,186 | 125,091 | 600,132 | 1,692,124 | 11,885
1919 | 287,402 | 23,019 | 36,467 | 109,005 | 591,302 | 2,704,695 | 12,892

* Commerce and Navigation of the United States and Monthly Summary of
the Foreign Commerce of the United States.
8 Including flour and meal on grain basis.

IV. RESULTANT ADVANCE IN PRICES

Europe was buying staples under the spur of grim
necessity for the prosecution of a war to the death.

! Numerous other allowances need to be made in examining
figures of such a disturbed period. For example, a substantial part
of the European imports of foodstuffs in 1918 went for the nourish-
ing of Americans on service in Europe and hence were not European
consumption strictly speaking. The stimulating effect on agricul-
tural exports from this country was, however, the same.
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Under such circumstances purchases were financed
by the liquidation of stores of wealth, at home and
abroad, which had been accumulated during a
generation past, and likewise by the extension of
credit for whose repayment the labors of a generation
or more in advance were freely pledged. Demand of
this sort shows no tendency to slacken as prices
advance, and in fact makes it inevitable that such
an advance shall take place. Without raising any
issue as to the relation of currency to prices, it is
apparent that Europe’s enlarged buying in the
United States drew forth enlarged supplies only
under conditions of increasing cost due to the use of
inferior lands, the bidding up of labor rates in compe-
tition with other users of labor, the advance of
fertilizer costs, and the marking up of implement
prices, horses, and other expense items. Competi-
tion for both capital and labor was markedly in-
creased after our own entry into the war, and the
whole trend of speculative activity under the newly
coined epithet ‘“profiteering” accelerated fo the
fullest degree the advance agricultural prices.
Cotton, which averaged below 11 cents a pound
(farm price, December 1) in the ten pre-war years,
averaged nearly 28 cents during the last two years
of the war. It was freely predicted that wheat
would go to $3.50 or even $4.00 a bushel, and this
quite conceivably would have happened had not the
price been pegged at approximately two and one-
half times the pre-war level. The rate at which
individual prices rose varied widely both in time
and amount. In a general way, however, it may
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be said that the advance in agricultural prices
tended to precede .somewhat the advances in the
prices of things which entered into the farmer’s cost
of production. Farming tended, therefore, to show
a profit in 1915 and even more distinctly so in 1916
and 1917, thus having a markedly stimulative effect
upon the farmer. Furthermore, in view of the fact
that farmers are notoriously lax in the adjustment
of their farming operations in the light of careful
analysis of expenses to be incurred during the pro-
ductive period, there was a noticeable tendency for
production to be expanded even after net profits were
dwindling. Doubtless, in this connection many
misleading conclusions may be drawn from the mere
comparison of prices current at given periods.
Even where general prices had risen as far as agricul-
tural prices at a given moment, it is probable that
there was a differential advantage to the farmer
‘owing to the fact that there is a longer lag between
the period of outlay and of return in agriculture
than in many other lines of production, and to the
further fact that the farmer was to a very consider-
able degree increasing his output by the more inten-
sive use of equipment and labor already ava.llable
within his own business organization.

At all events, it is obvious that there was a marked
advance in agricultural prices and that this advance
was accompanied by a rapid speeding up of produc-
tion. Undoubtedly the high prices were a major
cause of the increased production, though other
forces of course contributed. It should perhaps be
added in this connection that the stimulated demand
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which led to high prices did not all of it by any means
come directly from war buying but was, to a consid-
erable extent, a domestic phenomenon. Factory,
shipyard, and railway workers who enjoyed full
employment at high and advancing rates of wages
were both able and willing to increase their purchases,
not merely of the staples of existence but also of the
finest cuts of meat, the best butter, and choicest
fruits and vegetables, thus competing strongly with
other demands in the agricultural market and con-
tributing to the prosperity and stimulation of our
agriculture. Figure 15 (p. 75) shows the upward
movement of prices of several important agricultural
commodities compared with the movement of agri-
cultural prices in general.

V. EXPANSION AND READJUSTMENT OF AMERICAN
FARMING

Inevitably the offer of such prices as those in-
dicated in the preceding section must operate as a
profound stimulus and directive foree in agricultural
production. This price motive also was consider-
ably supplemented by the patriotism motive once
we were ourselves involved in the war. ‘Within
three days after the declaration of war the Depart-
ment [of Agriculture] and representatives of the
land-grant colleges and the state commissioners of
agriculture initiated an agricultural war program,
which, with the aid of the farmers’ organizations
and the agricultural press, was executed with
remarkable results.””! When fully developed, these

1 Qusley, Clarence, Assistant Secretary of Agriculture, in an
address June 21, 1918.
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plans for increased production went so far as to work
out the precise increase of acreage desired county by
county. Furthermore, they stimulated the county-
agent movement, which put an agricultural adviser
in each of over 3,000 counties to assist the farmers in
carrying out their program of increased production
with the fullest possible success. Finally, the
guarantee of a fixed price on wheat and certain
representations as to the government’s intention to
keep hog prices at a profitable level gave a special
sense of security to producers of those commodities;
and in numberless instances the food administrators,
local and national, exerted their influence to reassure
and encourage the producer of food products whose
output was regarded as particularly important.
Some results of these several influences may be
measured in production statistics. Our wheat acre-
age rose from an average of 47.1 millions in the
period 1909-13 to 59.2 millions in 1918, while oats
rose from 37.4 millions to 44.3 millions; and corn,
barley, and rye showed lesser increases. The years
1916 and 1917 were not in the main good crop years,
which, taken with the fact that some of the newly
added crop area was inferior in character, caused the
total production to be hardly commensurate with
the area sown. This tended to continue and even
increase the pressure for more intensive effort and
the greatest possible expansion of acreage. Cotton
area and yield had been very large in 1914 and the
price suffered a disastrous collapse in the business
disruption incident to the outbreak of the European
War. This was reflected in a curtailed acreage in
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1915. Thereafter, however, war demands brought
high prices and a steady growth in acreage which,
by 1918, brought it back nearly to the high level
of 1914, Tobacco was almost as much a war neces-
sity as bread, and our acreage rose one-third from
1914 to 1918. At the same time the number of
cattle increased 19 per cent and that of swine
20 per cent. The chief figures are presented below:

INCREASE OF ACREAGE OF CrOPs AND NUMBERS oF LIVEsTOCK
DURING WORLD-WAR PERIOD

(000 omitted)
Year lomre | Pota- | To- | Milke | Other | g o
pcer:ail)s toes | bacco | cows | cattle P e

Acres | Acres | Acres | Head | Head | Head | Head
1910-14] 202,104 | 3,686 | 1,209 | 20,676 | 38,000 | 51,929 | 61,865
(aver.)

1915 | 217,939 | 8,734 | 1,370 | 21,262 | 37,067 | 49,956 | 64,618
1916 | 210,109 | 3,565 | 1,413 | 22,108 | 39,812 | 48,625 | 67,766
1917 | 218,622 | 4,384 | 1,518 | 22,804 | 41,680 | 47,616 | 67,503
1918 | 224,128 | 4,295 | 1,647 -| 23,310 | 44,112 | 48,603 | 70,978

The war both revealed and exploited a tremendous
reserve power for agricultural production. With rela-
tively insignificant curtailments of production in
other agricultural lines, we expanded our output of
the great war essentials and even of numerous lesser
products desired by our well-paid industrial workers
to a truly remarkable extent. Under the stimulus
of war prices and urged on by patriotic appeals, our
farmers released a considerable latent capacity for
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production. This capacity had not been utilized
during the pre-war years simply because marginal
costs were too great if production was pushed to the
point of creating a surplus which then had to be
exported at low prices. It is conceded of course
that, particularly after we entered the war and our
farm labor supply was curtailed by the drafting of
men for military service, this enlarged production
was secured, in part, at the expense of overwork,
some impairment of equipment, and failure to main-
tain soil fertility. The release of latent productive
capacity, however, was also a striking feature of the
situation. .

Aside from the mere tendency toward expansion
which these figures indicate, it is to be noted also
that there was a considerable redirection of agricul-
tural effort and an adjustment upon lines quite dif-
ferent from those already discussed (p. 39) in con-
nection with the type of farming which was becoming
more or less established in the period just before
the outbreak of the war. The war’s readjustment
ran in the direction of a return toward wheat farming
in areas whose evolution had proceeded so far in the
direction of general farming as to make wheat-
growing an incidental item in their farm organiza-
- tion. For example, Iowa increased her wheat
acreage by more than 50 per cent between 1914 and
1918; Wisconsin much more than doubled hers;
Illinois rose from 2.5 million to 2.9 million acres;
Pennsylvania from 1.3 million to 1.5 million; and
Virginia from 779 thousand to over a million acres.
Areas in the South which had not raised wheat since
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the Civil War and which had followed the habitual
practice of shipping in corn to feed their mules put
on extensive campaigns for the raising of ‘“food
and feed crops.” Corn-belt rotations which had
been esteemed and followed as the indispensable
basis of good farming were abandoned, and pasture
areas were reduced to increase the output of corn
and small grains and of the hogs and cattle that
could be fed upon them. '

In a word it may be said (1) that the war operated
to prevent our chief competitors from maintaining
their accustomed flow of agricultural staples to the
European market; (2) that as soon as attractive
prices were offered, our farmers promptly enlarged
the surplus of cattle, hogs, cereals, dairy products,
and many other commodities; and (3) in so doing they
cast aside many policies of permanent farm organiza-
tion, soil maintenance, or margins of cultivation
which had shown indications of becoming somewhat
established in the pre-war period. Since these in-
fluences did not cease with the signing of the armis-
tice we can not complete our analysis of their sig-
nificance here but must wait until we have examined
the course of affairs in the immediate post-war years.
This will be done in Chapter III.



CHAPTER III
MARKET BOOM AND DEPRESSION, 1919-23

We have already noted that the character of our
war-time trade in farm products was determined by
a European market whose consumptive demands
were grotesquely enlarged by the underproduction
and overconsumption brought about by intense and
widespread war conditions. It was highly abnormal,
also, in that European buying power was artificially
enlarged by the devices of war-time finance. Trans-
actions were not limited by the ordinary practices
of payment from current income, but the accumu-
lated wealth of the past was drawn upon and the
hopes of an extended future period were mortgaged
through enormous borrowing operations.

In the present chapter we shall see, first, how these
sbnormal conditions continued to gather force
until a belated climax was reached in 1920. This
will be followed by a review of the chief features
of the collapse which then took place, noting par-
ticularly the difficulty of recovery and the slight
benefits derived from such first-aid measures as were
resorted to.

I. WAR-TIME CONDITIONS CONTINUED PAST THE
ARMISTICE
In the first year and a half following the war many
of the war-time forces continued to operate in the
62
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agricultural market. The collapse of Russia had
removed the largest European producer of surplus
cereals. In the Danube countries also, the break-up
of the large estates and the substitution of peasant
cultivation had brought a lowering of productive
efficiency. Considerable areas had been devastated,
workers had been killed or wounded, and even at
best the getting of men and horses and machinery
back on the land and working at anything like their
old productivity is a slow process. Production was
still curtailed and transport difficulties had not yet
been fully removed.

With larders bare, domestic and near-by sources
of food impaired, and their people hungry and ill
clothed, the warring nations presented an enormous
potential demand for our agricultural products.
Naturally,: the respective governments and the
private traders of all these countries exerted them-
selves to the utmost to convert these bodily wants
into economic or market demand. Civil and mili-
tary payrolls were maintained in the hope that
demobilization might be effected without the shock
of serious unemployment. The fact that govern-
ment fiscal deficits had to be met by further borrow-
ing during this period was regarded as a necessary
evil, but the chimerical hope of vast reparation pay-
ments caused it to be rather complacently accepted
by certain of the victorious countries.

Possibly for the same reason officials were not.
steadfastly opposed to accepting financial relief at
the cost of further inflation of their respective cur-
rencies. Whether with a cold-blooded intent to
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defraud the world, as is often naively asserted, or
through grim necessity, Germany and Austria turned
out a growing flood of paper marks and kroner which
could be exchanged, even though at an increasing
discount, for indispensable fats, cereals, and textile
raw materials. Many persons could not visualize
anything but an eventual, indeed a reasonably
prompt, restoration to par of the currencies of the
one-time powerful European empires. As long as
this speculative group among both exporters and the
general public were willing to absorb such currencies,
trade moved in large volume.

Finally, European buying power was supported by
further extensions of credit from this side of the
water. The United States did not cease to lend to
her erstwhile allies for some time after the Armistice
was signed. The total of such loans was in fact
increased by a billion dollars during 1919. Beside
these government loans, however, there was another
and rather surprising way in which both industrial
and agricultural exports were financed on credit.
‘ American business men exported commodities on
what were presumed to be short-term commercial
credits. The exporters, as is-the custom, financed
their needs, pending the receipt of payments from
abroad, by borrowing from the commercial banks.
« . . Europe was thus enabled to get the goods re-
quired, and American business received a great
stimulus, one of the results of which was rapidly
mounting prices. . . . It developed, however, that
in consequence of Europe’s inability to pay, these
loans of bankers to American business men had
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to be renewed again and again—in fact indefi-
nitely.”? '

Nor did the American business man lack encour-
agement from high quarters in following an optimistic
course. Government officials and commercial edi-
tors alike were industriously seeking a mere physical
measure of Europe’s food dnd raw-material deficits
and urging our people to seize the golden oppor-
tunity of supplying these needs. The prevailing
note among both financial writers and professional
economists was that of a permanent maintenance of
the war or post-war price level.2 Besides govern-
ment and regular trade buying emanating from
European sources, our own government and various
charitable agencies entered the markets of the
United States to purchase food supplies for various
relief undertakings abroad, and the farmer gave train-
loads of grain outright for export to the stricken
areas of Europe. The former tended to support
prices by the enlargement of demand and of course
made its contribution to the export figures. The lat-
ter also supported the market by reducing the surplus
and, by a like amount, augmented the export figures.

1Bass, J. F., and Moulton, H. G., America and the Balance
Sheet of Europe, p. 304.

*¢“Ag far as the great mass of the community was concerned,
they continued to live entirely in the unbealthy atmosphere created
by the war. The country was, to all appearances, in the heyday of
ita prosperity. There were a lot of false prophets about, too, who
kept assuring the public that the war had entirely changed the
situation of the world, and never again would there be a return of
the state of things existing before that great conflict occurred to
upset the normal course of affairs. A list of the names of those who

talked thus, with their confident predictions, would make interesting
reading today.””—The Financial Review, 1921, p. 5.



66 AGRICULTURE AND THE EUROPEAN MARKET

These abnormal factors in agricultural commerce
and practically throughout the economic system
continued through 1919 and well into 1920.

II. THE PEAK OF POST-WAR PROSPERITY

Persons who predicted a brilliant period of agri-
cultural prosperity in America for ten years after
the war because ‘‘we would have to feed Europe”
could point to actual conditions up to about July,
1920, as an apparent confirmation of these super-
ficial views. In spite of large crops, prices con-
tinued to mount.! Domestic trade was flourishing,
and exports in several commodities broke even war-
time records. Farmers bought high-priced cars and
trucks and tractors. They bought pure-bred live
stock at prices which made sale records unheard of
before. In the corn belt, the tobacco country, and
elsewhere formidable ‘“land booms” developed.

Quite generally farmers were encouraged in these
steps by the editors of their agricultural papers.
Likewise, professors of animal husbandry, extension
directors, and certain agricultural college deans, con-
tinued even at this juncture to preach their gospel
of “more and better live stock” as the panacea for

1 The prospect in the spring of 1919 had been for a record-breaking
crop of wheat, and Congress appropriated the sum of 1 billion dollars
to carry out the terms of the price guarantee. Later growing con-
ditions, however, were distinctly less favorable and the final harvest
figures were only a little above 1918 and somewhat less than 1915.
The market price readily maintained itself above the guaranteed
minimum to the close of the price-controlled period, and ranged
from $2.81 to $3.45 per bushel in the Chicago market during May,
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all agricultural ailments and that “farm land in our
state always has gone up in price and always will.”

While these conditions maintained such a favor-
able appearance on the surface, however, certain
elements of great weakness were developing under-
neath. In discussing them, we must glance first at
the general situation existing in business as a whole
and then at certain particular features that apply
especially to agriculture.

The early part of the year 1920 marked the culmina-~
tion of a general business cycle. War-time prosperity
had, after brief hesitation at the close of 1918, passed
on into a post-war boom. Industry turned from the
task of supplying war needs to that of making good
such deficiencies as consumers had suffered during
the war period, and of gratifying a general desire
to celebrate the return of peace and the end of sav-
ings drives, and to cash in on war wages and profits.
Returned soldiers with their back pay and discharge
bonus were free spenders. Industrial workers, find-
ing employment steady and wages holding up or
even advancing, were satisfying their wants to an
unusual degree. The accumulated savings of several
years of forced thrift were in many cases released by
the resale of Liberty Bonds, the proceeds going quite
largely into consumptive expenditures. These and
other inflationist tendencies were promptly reflected
in advancing prices and a period of intense business
activity culminating in the crisis of May, 1920.

Without attempting any analysis of the forces
which led to the general business collapse of that
year and the ensuing depression, we will now turn
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to the particular consideration of what happened
in the farmer’s market both before and after the
crisis.

Crop acreages and numbers of live stock in 1919,
almost without exception, exceeded the volume with
which we had met the war needs of 1918. 'This further
speeding up of production is shown in the table
below. The year 1920, on the other hand, shows
decreases in some lines of production, but there were
also increases in other lines, such as tobacco and
corn acreage and in cotton, rice, and other products
not shown in the table. Except in the case of sheep
and swine, preduction in all these lines was still
distinctly above our pre-war level. The complete
reliability of the live-stock figures moreover is open
to question. Undoubtedly some movement toward

INcrREASE OF ACREAGE OF Crops aAND NumeErs oF Live Stock,

1910-1920

(000 omitted)
Year rﬁt‘:’ieal Pota- [ To- | Milk | Other Sheep. | Swine
pceres,?s toes | bacco | cows | cattle P. :

Acres | Acres | Acres | Head | Head | Head | Head
1910-14] 202,104 | 3,686 | 1,209 | 20,676 | 38,000 | 51,929 | 61,865
(aver.)
1915 | 217,939 | 3,734 | 1,370 | 21,262 | 37,067 | 49,956 | 64,618
1916 | 210,100 | 38,565 | 1,413 | 22,108 | 39,812 | 48,625 | 67,766
1017 | 218,622 | 4,384 | 1,518 | 22,804 | 41,689 | 47,616 | 67,503
1018 | 224,128 | 4,295 | 1,647 | 23,310 | 44,112 | 48,603 [ 70,978
1919 | 226,250 | 3,542 | 1,951 | 23,475 | 45,085 | 48,866 | 74,584
1920 | 217,342 3,657 { 1,960 | 23,722 | 43,398 | 39,025 | 59,344
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the reduction of flocks and herds was under way,
but the first effect of such a liquidation movement
was, of course to throw even larger numbers of
animals on the market. Live-stock prices had
reached their peaks in 1919 (see p. 74) and suffered
some decline under the heavy receipts of the latter
part of that year, in which total slaughter under
Federal inspection broke all previous records, with
70.7 million head against 56.3 million head in 1913.

Obviously such conditions of supply must soon pile
up surplus stocks unless trade forces move the pro-
ducts promptly into consumption. Subsequent events
showed clearly that this necessary absorption was
not taking place in the latter part of 1919 and in
1920. This situation, however, was in large degree
disguised at the time. For npearly a year after the
Armistice food products moved into trade channels
and forward toward the ultimate consumer in such
a way as to pravent an immediate appearance of glut.
Speculative zeal resulted in the piling up of a “wall
of lard” and a mountain of bacon, hams, and other
products in the neutral countries and on the frontiers
of Germany and other central European states
long before. these countries were actually opened to
trade. Those who believed that there would be a
great commercial opportunity in feeding Europe
hastened to put themselves in a position to supply
this large anticipated need.

But when it came to getting these stocks dis-
tributed and paid for by ultimate consumers, so that
retailer, jobber, wholesaler, and importer were in
position to settle for past purchases and to arrange
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for further transactions on terms acceptable to the
exporters in this country, then the impaired purchas-
ing power of the European population began to’
appear.! At the same time stocks of goods which
had accumulated in Argentina, Australia, and other
relatively distant sources of supply during the trans-
portation stringency (p. 46) now began to move

1Many tons of food spoiled in storage and much was also
reexported. In February, 1920, the Institute of American Meat
Packers made the following statement:

“Since the last regular monthly review of the meat and live stock
situation by the Institute there has been no adequate improvement
in the foreign exchange situation. This accounts for the present
practical cessation of pork exports. Beef exports ceased some time
ago. The following is a résumé of the meat situation abroad:

“United Kingdom—It is estimated that there are approximately
275 million pounds of meat in the United Kingdom and afloat, in the
hands of the British ministry of foods, their appointed agents, whole-
salers and retailers. This is equivalent, at the present rate of con-
sumption in the United Kingdom, to nearly seven months’ supply.
It is further estimated that England is receiving supplies of English,
Irish, Danish, and Canadian bacon very nearly adequate to present
consumption.

“QGermany—Agents in Germany of American packers who have
meat there are unable to sell it and are, therefore, forced to put it
into cold storage, since the German government is unable to make
purchases in acceptable currency. The government recently made
a proposal to pay for meats in German treasury notes running over
a period of five years, which, of course, is unacceptable.

“Holland—Sales in Holland have practically ceased. The situa-
tion there may be gauged by the fact that in some quarters the return
to America of lard and boxed pork now in Holland has been recom-
mended. . :

“Scandinavia—It has been hoped that the decision of the allied
council to allow the Russian cooperative societies to import would
enable the consignments at Scandinavian points to be sold for ship-
ment into Russia, but representatives at Copenhagen have cabled
that there is practically no change in the situation, and no boxed
meats or lard are moving.”
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forward to the world’s markets and to compete with
our products. Finally, there were considerable
government stores which had been laid by for the
needs of the enormous military establishment in case
the war had lasted beyond 1918. When, in the
latter part of 1919 and in 1920, the liquidation of
such stocks was undertaken, this surplus fell upon
a market already congested and on the brink of
collapse.

Unfortunately no statistical measure which is
complete and reliable can be made of actual absorp-
tion or concealed accumulation of such stocks. To
be sure, the visible supply of grain had been very
large in 1919 and was still heavy in the early part
of 1920, and storage holdings of meat products for
which figures are issued also loomed large. For
example, storage holdings of lard on July 1, 1920,
were 193 million pounds against 87 million on the
same date in 1916, while pork stocks were 982 million
in 1920 as against 644 million in 1916.! But such
figures by no means tell the whole story of con-
gested supplies. They do not tell, for instance, how
much lard and flour and canned goods and fabrics
and clothing had been accumulated in the hands of
manufacturers and wholesalers, jobbers, retailers, and
private consumers.

The proof of the pudding is in the eating, and
whether supplies are in fact redundant appears
conclusively only when the market finds whether a
sufficient demand comes forward to absorb them.
We must therefore examine what was happening on

1 Bureau of Agricultural Economics. -
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the demand side of the market. Events proved
that market demand was less and less adequate to
absorb current and accumulated supplies as the year
1919 passed on into 1920. The dramatic event
which put the whole situation to the test came in the
form of a public agitation against the “high cost of
living.” The people had borne war prices and
restrictions with reasonable good nature but looked
for abundant supplies and lower prices as soon as
the war was ended. When prices continued to rise
during 1919 they were first mystified but soon
enraged. The “profiteer”. of course caught the first
and hardest shock of the attack, but the demand
was for drastic price cuts whomever might be hit.
There was not a little popular sentiment to the effect
that the farmer had profited inordinately during the
war, and organized labor said bluntly that wages
must go up or food come down, and that they
preferred the latter.

So loud a clamor in the ear of a waning adminis-
tration could not be ignored. The Attorney General
launched a crusade against high prices; government
stocks of food were sold in bargain-counter style
through the post offices, and government wool was
auctioned off at what it would bring. Both political
parties pledged themselves in the conventions of
June, 1920, to take effective steps to lower the cost
of living.! Fatuous proposals of soldier settlement
were advanced in many quarters.

1 The Democratic platform said: *“The simple truth is that the

high cost of living can only be remedied by increased production,
strict governmental economy, and a relentless pursuit of those who
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In the face of all these conditions it is something
of a puzzle why prices held up as long as they did.
Few evidences of decline came until near the middle
of 1920. Taking the monthly prices prepared by
the United States Department of Agriculture (Bull.
999), we see that the crest before the decline 2 was

take advantage of post-war conditions and are demanding and receiv-
ing outrageous profits.” And Mr. Cox in his acceptance speech
concluded his cost-of-living pronouncement with these words:
“Common prudence would suggest that we increase to our utmost
our area of tillable Jand. The race between increased consumption
and added acreage has been an unequal one. Modern methods of
soil treatment have been helpful, but they have their limitations.
There are still vast empires in extent in our country, performing no
service to humanity. They require only the applied genius of men
to cover them with the bloom and harvest of human necessities.
The government should turn its best engineering talent to the task
of irrigation projects. Every dollar spent will yield compensating
results.”

In the Republican convention Mr. Lodge’s keynote speech con-
tained the sentence: *The most effective remedy for high costs is to
keep up and increase production, and particularly should every
effort be made to advance the productivity of the farms.” The
cost-of-living plank, however, contained no specific reference to
agriculture and Mr. Harding’s speech of acceptance set forth the
farmer’s difficulties and continued: ‘ Almost alone, he has met and
borne the burden of the only insistent attempts to force down prices.
It challenges both the wisdom and the justice of artificial drives on
prices to recall that they were effective almost solely against his
products in the hands of the producer and never effective against
the same products in passing to the consumer.”

2 In all but five of these commodities this crest was also the highest
price attained at any time. In the others it means the last distinctly
high price before the advent of definitely and permanently lower
prices. Wool had been as high as 60 cents in March, 1918, but its
.price had been fairly well maintained up to January, 1920, being
53 cents at that time; in the following year it dropped to 19.6.
Similarly sheep had been at the peak in April, 1918 ($11.98), were
$10.66 in April, 1920, and $5.11 in April, 1921, Corn had been
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reached in the several commodities on the following
dates:

- Cattle!........ May, 1919 Potatoes. ... .. ... June, 1920

Hogs t......... August, 1919 Barley........... June, 1920
Wool. ......... January, 1920 Hay............. June, 1920
Sheep.......... April, 1920 Corn............ July, 1920
Cotton........ May, 1920 | Oats............. July, 1920
Wheat......... June, 1920 Rye............. July, 1920

The index numbers for 31 farm products and for
several important individual articles are shown
graphically in figure 15.

1. THE COLLAPSE OF 1920

Near the close of May, 1920, a prominent New
York financial writer in a newspaper interview pre-
dicted the continued rise of food prices. ‘Assuming
a free market,” he said, “I should not be surprised
if wheat sells as high as $5.00 per bushel on the
Chicago Board of Trade during the coming twelve-
month.”? In April, 1921, not quite twelve months
later, the spot price of contract wheat on the
Chicago Board reached a low point of $1.233. After
slight recovery during May and June the downward
movement was resumed, touching $1.003 in Novem-
ber, 1921.
$1.912 in August, 1919, as against $1.856 in July, 1920, and $0.622 a
year later. Barley and rye had been at the absolute peak in April,
1918,

91 Cattle and hog prices had secondary crests in June and Sep-
tember, 1920, respectively.

2 Marsh, A. R., The Farm Crisis and the Fear of Food Shortage:
New York World, ed. sec., May 23, 1920,
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Between the middle of 1920 and the middle of 1921
agricultural prices as a group suffered a precipitous
fall practically to their pre-war level. (See fig. 15.)
The general business conditions which paved the way
for this decline have already been discussed. The
whole episode emphasizes the fact that economic
demand involves psychologic and financial consider-
ations and not merely physical measures of human
need. In 1920 we changed from a ‘““sellers’ market”
to a “buyers’ market” not because people had
ceased to crave food and to desire raiment but
because domestic buyers were well supplied in the
face of continued heavy production, whereas foreign
demand was faltering for financial reasons. There
were certain peculiar factors at work in this collapse
which are not ordinarily present in periods of business
decline. With the cessation of our government’s
credits to Europe, which had played so important a
part in European ability to purchase here in 1919, the
whole burden of financing European purchases fell
upon the exporters and their bankers. But, as
already shown, the credits extended by the export
interests had reached enormous totals by the middle
of 1920, and it was becoming painfully evident that
Europe was not able to meet these obligations as
they matured. ‘

With the crutch of government loans taken away,
trade had to stand or fall according to the power of
the buying country’s industry to produce and export
a surplus with which to pay for imports. European
production, though showing some increase under the
stimulus of post-war inflation, had proved insufficient
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to provide the means of liquidating the import
credits as they matured; and, at the same time,
inflation and the failure to balance budgets had
seriously disorganized the exchanges. The basis of
European credit was therefore undermined and, in
consequence, European merchants became but weak
competitors in the markets where our agricultural
products sought a profitable sale. Since, as has been
shown above, these products continued to come for-
ward in mighty volume, it was inevitable that prices
should fall both fast and far. With sellers unable to
exercise control over their supply, there was nothing
to cushion the shock till prices hit the rock-bottom of
Europe’s buying power.!

Many persons to whom economic principles
seem both mysterious and sinister have found it a
grim paradox that the fall of farm prices has been
ascribed to the collapse of European demand at the
very time when the volume of agricultural exports
was breaking all records and that impoverished
farmers have had to sell their wares at prices ruin-
ously low to an unprecedentedly affluent American
industrial population.

The simple fact is, of course, that the mere volume

1The effects of this general European situation were, of course,
not felt by agricultural commodities alone. But the industrially
organized producers of other raw materials (such as copper) and of
manufactured goods had a power of adjusting production more
promptly to changing conditions than farmers have. This,
taken with the fact that several of our chief agricultural products
depend more on the European market than do most classes of our
manufactures, goes to explain the more severe and prolonged
depression in agricultural prices. Poultry and dairy products, not
on an export basis, held up relatively much better.
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of European exports has been large only by virtue
of the fact that we have continued to heap wares
upon the bargain counter no matter how much the
price might decline. Had we offered goods entirely
gratis, our export figures would have been even more
‘impressive but would not have signified a satisfac-
tory demand. With supplies short and purchasing
power strong, enlarged volume of trade goes with
rising prices; but with enlarged supplies and weak-
ened purchasing power, raising the volume of trade
to the magnitude necessary to move all the product
depresses the prices to the level of the weakest
buyer. Hence ruinous prices persisted as European
affairs went from bad to worse and large acreages and
favorable seasons continued in America. As for
the home market, domestic consumers have not
needed to bestir themselves to competitive bidding
in the face of a tremendous export surplus. Even
with a commodity like butter, not definitely on
an export basis, any considerable stiffening of prices
in response to the strength of domestic demand
promptly drew Danish or Duteh supplies away
from their customary European markets, many of
whose patrons sinece the war have had to eat mar-
garine or even refined lard in place of butter.

IV. INABILITY OF AGRICULTURE TO RECOVER, 1921-1923

It is no part of the purpose of the present volume
to attempt to say why European reconstruction has
made so little progress. We may, however, suggest
a few reasons which explain the failure of our agri-
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cultural industry to adjust itself to conditions -as
they have been during the last two years.

First among the reasons for our failure to adjust
supply to curtailed demand has been the weather.
It was not unreasonable to expect that after three
successive years of good growing weather, a crop
failure might be just around the corner. Such a
bad season had served the farmer a shabby turn
often enough in the past; here was the time when
moderately bad crops would be good luck. But,
by and large, the seasons of 1921, 1922 and 1923 have
maintained or surpassed the production levels of
1918, 1919 and 1920. Acre yields of nine principal

YieLp PER AcrE oF PrinNcipaL Crops, 1916-1923

Pota- | | To-

Year| Corn | Wheat | Oats | Barley | Rye toes Hay | Cotton bacco

Bushels |Bushels | Bushels | Tons{Pounds | Pounds
23.5 15.2 80.5 | 1.64] 156.6 | 816.0
23.7 14.6 | 100.8 | 1.51| 159.7 | 823.1
26.3 14.2 95.9 | 1.37| 159.6 | 873.7
22.0 | 12.0 91.2 ] 1.52 161.5 | 751.1
24,9 13.7 | 110.3 § 1.51| 178.4 | 807.3

§
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Bushels |Bushels |B:
1916] 24.4 12.2
i917] 26.3 14.1
1918| 24.0 15.6
1919| 28.9 12.8
1920} 31.5 13.8

&«
«

1921 29.6 12.8 | 23.7 | 20.9 13.6 91.8 | 1.40( 124.5 | 750.0
1922 28.3 13.9 290.8 | 24.9 15.5 | 105.3 | 1.57| 141.5 | 736.0
1923| 29.3 13.5 31.8 25.1 12.2 | 108.1 { 1.48) 128.8 | 810.0

field crops presented in the accompanying table
show not a single drastic break in harvest returns,
though oats and barley had one rather poor year.!

1 For purposes of comparison it may be mentioned that the
several crops had in previous years registered the following low
figures of yield; corn 17 bu. (1901), wheat 11.7 bu. (1900), potatoes
66.3 bu. (1901), hay 1.14 tons (1911), tobacco 658.5 lbs. (1889),
cotton 154.3 lbs. (1909).
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field crops presented in the accompanying table
show not a single drastic break in harvest returns,
though oats and barley had one rather poor year.!

1For purposes of comparison it may be mentioned that the
several crops had in previous years registered the following low
figures of yield; corn 17 bu. (1901), wheat 11.7 bu. (1900), potatoes
66.3 bu. (1901), hay 1.14 tons (1911), tobacco 658.5 lbs. (1889),
cotton 154.3 lbs. (1909).
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Cotton has been the outstanding exception to the
general condition of high yields, and the cotton
grower has prospered above most of his brother
farmers. In live-stock raising, too, conditions have
on the whole been favorable to large production.
There have not been notable outbreaks of hog
cholera or foot-and-mouth disease; devastating win-
ters and droughty summers have been absent from
most parts of the range country; and feed has been
abundant in the general farming sections.

Secondly, as was pointed out in Chapter II, the
war had advanced the margin of cultivation, both
extensively and intensively. These new margins
had been adjusted to conform to the intense demand
and artificial purchasing power of Europe and of
other countries as they reacted to the European
disturbance. Naturally, every person who had been
affected by this economic readjustment was anxious
to see it maintained on the new plane, since any
scaling downward would impair his economic posi-
tion. If he had extended his plant during the war,
he desired to operate at capacity and to earn satis-
factory returns upon his investment. If war prices
~ had been capitalized into high land values, the man
who had held his property did not wish to see paper
profits disappear, and the man who had bought at
the high level needed the maintenance of a prosper-
ous market if he was to pay for his property out of
earnings. Those who had opened new communities
in regions not profitable under pre-war schedules
of demand and prices were unwilling to abandon
their newly established homes and see the fruit of
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their labors and their savings slip away from them.
Finally, many rural communities had embarked
upon ambitious public-building programs, hard
roads, new bridges, courthouses, and consolidated
schools. To their heavy interest and instalment-
purchase payments, high rents, and domestic obli-
gations, they had added tax burdens of unprece-
dented weight. In some Iowa communities this
tax item rose to $5.00 per acre and occasionally even
more,

Thus saddled with high fixed charges, the business
of farming faced a crisis with which its peculiar
form of organization particularly unfitted it to
deal effectively. Steel, tobacco, textiles and rail-
roads long ago organized under the corporate form
in units large enough to enable economic generalship
to be brought to bear on the conduct of the business
as difficulties arise from time to time. But farming
still is run on lines of individual enterprise where it
is ““every man for himself and the devil take the
hindmost.” The single individual reacts to falling
prices by redoubling his effort, thereby enlarging
market supplies and continuing or even aggravating
the downward tendency of prices. If corn is cheap -
the farmer with rent and taxes and interest to pay
foresees the need of more bushels with which to pay
these bills. This vicious circle will be discussed
further in the following section. But it is evident
that we have had in it one of the chief factors in the
inability of agriculture to recover since the price
collapse of 1920.

It should be remembered also that, with each
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farmer feeling himself powerless to grapple with the
gigantic forces of destruction which had overtaken
him, there was a general turning to powers outside
themselves. Attempts were made to build up organ-
izations capable of bringing group action to bear
upon the farmer’s business problems. Some of these
were general farm organizations; others were par-
ticular commercial agencies chiefly cooperative in
form. In addition, both directly and through these
organizations, -appeal was made to the government
for aid to the farmer’s cause. Without regard to
the nature of the organization through which it was
sought, we may well examine the chief remedies
proposed or tried.

V. SIMPLE RESTORATIVES TRIED IN VAIN

It is not strange that, with the popularity which
the protective tariff had always enjoyed in the polit-
ical medicine chest of the United States, it should
have been brought out to heal the farmer’s ills in
1919 and since. Nor has it been entirely without
efficacy. Several sore spots on the body of agricul-
ture have been relieved by its application. Wool
protection has been a blessed reality to the western
sheep men; the wheat tariff has kept a premium on
hard spring wheat; the lemon grower was saved
from the black hour when Sicilian lemons shipped in
ballast at negligible expense sold as far west as Kan-
sas City. The corn tariff has held in check imports
of Argentine corn on the Atlantic seaboard; bean -
tariffs have protected the California grower against
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the Madagascar lima and the Japanese kotenashi.
Cattle duties have retarded the movement of
Canadian ‘‘feeders,” but owing to export difficulties
have probably harmed the Canadian producer seri-
ously without greatly helping the American rancher.
Butter duties, twice advanced, have quite certainly
helped to support the domestic dairy market.

The disappointing feature of this rural! medicine,
however, lies in its after effects. Though probably
quite justified as a first-aid effort it can not be
regarded as a definitely curative prescription. Eco-
nomically, its defect lies in the fact that any increase
in prices which it effects seems to come to the pro-
ducer in a diluted form and to reach the consumer
as a magnified burden on his cost of living. This
tends both to check urban demand and also to
burden the farmer, since one farmer consumes the
other farmer’s product. Politically, its defect lies in
the fact that, as tariffs are made, the farmer’s friends
in Congress must give more in added industrial pro-
tection than they get in agricultural duties. We
have by way of evidence on this point the careful
figures of the American Farm Bureau Federation,!
whose verdict is that under the present tariff farmers
are paying $426,000,000 a year for $125,000,000 of
protection.

Another restorative of agricultural prosperity
which has been much recommended during the last
three years has been the lowering of distribution
costs. This is admirable as far as it goes. Every
dollar of unnecessary cost in the system by which

1 Weekly News Letter, Jan. 11, 1923.
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goods are transported, stored, financed, and mer-
chandised is, if it can be found and given to pro-
ducer or saved to consumer or divided between them,
a true social gain. However, two circumstances
have conspired to prevent any very sweeping bene-
fit from being derived from the endeavors thus far.
One is that marketing costs are so largely made up
of labor charges that reductions which can be made
without wage readjustments have thus far proved
small. The other is that transportation costs have
remained high. In part at least this is also a wage
problem.

Cooperative marketing, when wisely organized and
managed, holds out great promise of somewhat fun-
damentally overhauling the whole system in certain
trade lines rather crudely organized in-the past.!
This is notably true in live stock, cotton, and wool.
Unfortunately in many places there have been sizable
losses to offset such gains as have been made.
These losses have been due to the blundering efforts
of persons who sought to make sweeping improve-
ments in a market machinery whose workings they
were far from understanding. Furthermore, the
trouble has sometimes come from persons of the
promotional type," who saw in the farmer’s simple
faith in market panaceas a -rare opportunity for
financial exploitation.

Even at best the possible savings in marketing
would have been sadly inadequate to recompense the

! The movement for market reform has also led to the passage of
several regulatory measures, such as the Grain Futures Act and the
Packers and Stockyard Administration Act.
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grower for the drastic declines in price which have
taken place. Where it takes 15 cents a bushel to
market grain, a 10 per cent saving (such as would be
really quite an achievement in market reform)
would do comparatively little to mitigate the dis-
aster of a price fall from $2.10 (August, 1919) to
42 cents a bushel (October, 1921) as happened with
corn in the Chicago market.

Many experiments looking to the improvement of
agricultural distribution, however, have not aimed
merely at reducing the cost of marketing but have
proceeded on the theory that present middlemen are
either too stupid or too lazy to find or develop a
profitable market outlet where one is available.
The advocates of new agencies have asserted that
the newcomer could make supplies and demands
strike their balance on a price level which would be
. satisfactory to the producer. In general they have
promised him ““cost of production.” The method of
securing it was to be found in control of a large pro-
portion of the given commodity. So far as the writer
is aware, no conspicuous successes are as yet to be
credited to this type of organization, although in the
case of cotton, tobacco, and certain dried fruits the
strength of unified organization has apparently
enabled certain groups at times to take fuller advan-
tage of the strength of their market position.

In the long run all such endeavors come to the
limitations imposed upon any sales effort by virtue
of the general economie situation in which our agri-
culture has been placed. The fundamental diffi-
culties of the last few years have lain in the supply
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and demand ratio between an agricultural produc-
tion considerably greater than the pre-war and a
weak demand by import countries whose purchasing
power as coropared with the pre-war has been much
impaired.! Perceiving this fact, many who have
‘sought to minister to agriculture’s ills have asserted
that “ the prosperity of our agriculture will return
with the restoration of Europe, and not before.”
But time is the essence of this matter, and the farmer
has exclaimed that he could not wait for the slow
process of healing and permanent recovery to be
accomplished in Europe. He has clamored for quick
restoratives, a powerful stimulant, while awaiting
the slower processes of full recovery. '
Such a quick expedient has been seductively put
forward in the propaganda for further extension of
credit to foreign buyers. It has been urged that
America could save her farming industry by restor-
ing the buying power of Europe through some exten-
sive system of credits upon which exports might be
financed. In the last analysis this comes down to
an issue of government credit. The business men
and banks of the United States took their fill of paper
marks or other credit instruments of Europe in the

1 Two proposals looking toward adjustment on the supply side
have been the reduction of corn acreage and the use of corn for fuel
purposes. The fuel value of corn is not high enough to make it
economical to burn. except in extreme cases, hence no appreciable
effect on supplies resulted. The acreage reduction campaign was
frowned upon by urban advisers in general and not very warmly
espoused by farm organizations or the rural press. Probably the
chief impediment was the pressure on the farmer to have as large a
saleable crop as possible to meet fixed charges. (See pp. 80-83.)
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days when easy optimism foresaw a restoration of
war-gutted Europe as swift and easy as that of
France after the Franco-Prussian War. Now they
are selling only to the narrow market which has cash
or sound security to offer. Further credit extensions
on any considerable scale must be made through gov-
ernment auspices if at all. This policy has had
many advocates.

For example, the American Farm Bureau Federa-
tion in annual convention December 14, 1922,
adopted the following resolution:

We approve the extension of such credits as will facili-
tate the financing of exportation of surplus agricultural
commodities through the War Finance Corporation and
its successor. '

This was further elaborated by their legislative

representative, speaking on the Norbeck-Nelson
" bill before the Senate Agricultural Committee, who.
said in part:

Obviously the market in Europe is open and the War
Finance Corporation, if it were liberalized to extend
credit to reputable foreign importers whose drafts would
be underwritten by their Governments, could put the
United States in the position in which we could get-the
share of the European wheat business in keeping with the
magnitude of our agriculture. . . . The people of most
of the countries of central Europe, and certainly those of
western Europe, are working and must be fed. . . .

Governments that have been taking full responsibility
of feeding their peoples will certainly guarantee the trans-
actions of their reputable merchants in handling this trade. -
Under sufficiently elastic conditions.many of these mer-
chants through their banks could beyond doubt furnish
satisfactory security to swing their own operations.
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The people and merchants of most of these countries
are quite as honest and trustworthy as the people of the
United States, only their methods are somewhat different
than ours and they are accustomed to longer credits in
liquidating transactions than we are. But there is little
question as to their finally paying their just obligations.
In fact, self-preservation being the first law of nature,
these people must submit to any terms that will supply
them with the basic materials of life—food and raw
materials for clothing.?

Congress adjourned without passing the Norbeck-
Nelson bill and it must be apparent that at best such
measures represent only a continualion of the emer-
gency devices which have been resorted to for the last
four years. They are palliatives and stimulating
drugs, not nourishing food or fundamental cures.
Whatever the elemental honesty of the people of
Europe, and no matter how dire their need, the pay-
ment of food and other subsistence bills to-day or the
means of meeting credit obligations to-morrow can
be provided only on the basis of a productive eco-
nomic life effectively geared mto the trade relations
of the world.

Germany and the United Kingdom were by all
odds the American farmers’ best foreign customers
before the war. Study of figures 16 and 172 will
show that even then they were purchasing a smaller
‘quantity of our principal agricultural products than
the amounts which have been shipped abroad during

1 American Farm Bureau Weekly News Letter, Feb. 1, 1923, p. 4.

2 Owing to a change in the method of reporting export figures
since 1918 it is necessary to print the data for the period 1919-
1923 in these two figures on the basis of calendar years.
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the last two years. Yet these pre-war imports were
paid for only by the proceeds of a flourishing indus-
trial and commercial life which gave them a surplus
of goods or services to send abroad. It was not
necessary that the whole of such a surplus come to
this country in direct exchange. Much of it went to
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South American countries, the Orient, or Africa, as
one leg of a three-cornered trade which made possible
the settlement for such agricultural exports as we
sold to Europe. Likewise, Russia and southeastern
Europe made an excellent market for Germany’s
industrial products, and Germany and other Conti-
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nental countries were an important factor in Eng-
land’s industrial and financial prosperity. This
complex system of industrial trade had evolved
slowly in accordance with the principle of maximum
relative advantage in the various lines of production.
It is not to be rudely uprooted without serious inter-
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ference with production and the whole economic
organization of many nations.

VI. A SOUND BASIS FOR OUR AGRICULTURAL PROGRAM

If the world is unable or unwilling to meet the
conditions which are prerequisite to starting again
the wheels of industry in Central Europe, it will
be perfectly futile for private or government agencies
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to create any further artificial stimulus to trade by
the granting of additional credits. The beautiful
faith that ‘“governments that have been taking full
responsibility of feeding their peoples will certainly
guarantée the transactions of their reputable mer-
chants in handling this trade” offers little in the
way of solid commercial prospect when one con-
templates the bankrupt state of those governments
and the necessity that they completely overhaul
their whole financial system if they are to show even
a glimmer of hope of stabilizing their present obliga-
tions. Baldly stated, the credit of * reputable mer-
chants” is doing all the purchasing that can be done
to-day and is decidedly superior to such guarantees
as might be made by their respective governments,
with the exception of Great Britain. Unless we are
to feed Europe on charity and go through the forms
of credit extension as a polite fiction, we must limit
ourselves to such credit as can be arranged through
the ordinary channels of trade,! hastening mean-

1 That this fact is realized in business circles is indicated by an
editorial in the Northwestern Miller of October 31, 1923, which says:

“The plan recently laid before President Coolidge and Secretary
Wallace to provide assistance for the wheat growers by arranging
for the sale of fifty million bushels of wheat to Germany is, of course,
merely a thin disguise for. a special tax of some fifty million dollars
on the people of the United States for the special benefit of Germany
and the wheat farmers. Nobody expects that Germany can pay for
this wheat; even if the money were available, the Allies are preferred
creditors and are in a position to make the preference effective. The
question is: shall the American people, already burdened with
taxes, go down into their pockets for fifty million dollars, some of
which will go to the wheat farmers and most of which will go to
Germany? ‘

From the standpoint of international charity there is unquestion-
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while to create underneath and about and above the
“reputable merchants’’ the necessary conditions for
building the economic structure within which they
can begin ‘again to function effectively and to employ
the now disorganized resources of the country more
nearly to their full capacity. On the other hand
there are the possibilities of adjusting our domestic
agriculture to a definitely changed trade situation.
The inescapable question for the American farmer,
therefore, is this: What are the actual possibilities
and prospects of creating in Europe a buying power
capable of making her a better cash customer or a
safe credit risk in our agricultural export market?
Our agricultural industry must be soundly informed
on this point if it is to direct its efforts wisely toward
the return of prosperous conditions. During the
past year farmers’ organizations have themselves
frequently stated this need. Such expressions led
Senator Capper to urge an international conference
on European settlements, and Mr. O. E. Bradfute,
“as president of the American Farm Bureau Federa-
tion, to urge some sort of government fact-finding

ably a good deal to be said for the proposal. Germany is in a very
bad way, and many of its people, including the women and children,
who deserve no smallest part of the blgme for the late war, are
literally starving, If it is the desire of the United States to come to
the aid of its recent enemy, it can do so in no better way than by
supplying food. The essential thing is that the people should clearly
understand the facts; that if this proposal, or anything resembling
it, is adopted, the wheat is given, not sold, to Germany; that it is
paid for out of taxes, which must be increased to provide the added
revenue required; that the principal beneficiary is Germany,
whereas the advantage to the American farmer is at best slight, and
is more or less problematical.”
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commission on Europe’s condition and market pros-
pects.

Quite generally, however, the point of view in their
proposals has been, at least implicitly, that the
European market could and must be made to offer a
profitable outlet to our agriculture as now organized.
Mr. Bradfute said in this connection: ‘‘economic
isolation does not seem possible or desirable. It
would require the overnight adjustment in agricul-
tural production. This seems less possible than to
bring economic order to Europe.” Quite in con-
trast to this is the policy editorially set forth in
Wallaces’ Farmer of turning from the disappoint-
ments of the European market to a sturdy reliance
upon domestic consumption and such incidental for-
eign outlets as may offer, adjusting our production
intelligently to these possibilities. Between these
extremes we have the proposal for a government com-
mission for the export of wheat and other agricul-
tural supplies, now embodied in the MecNary-
Haugen bill. ,

Our judgment on these proposals and on the whole
situation should be taken only in the light of a con-
sideration of the relation of agricultural exports to
the functioning of our agriculture and to our national
economic system. Conditions which are desirable
or even indispensable at one period may be quite
negligible or positively hurtful at another.

The earlier portion of this volume, therefore, has
been devoted to a sketch of the evolution of our
export trade. It may be summarized as follows:
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1. Until nearly the close of the nineteenth century
the United States was a land of relatively sparse
" population in the midst of extraordinarily rich agri- -
cultural resources.

‘2. Europe, on the other hand, was a land of dense
population and relatively inferior farming poss1b11—
ities.

3. Western Europe thus naturally became the
workshop of the world, while the United  States
_became its granary—and also its live-stock farm and
cotton plantation.

4. Cheap imports of food and agricultural raw
materials from America contributed greatly to the
growth of European industrialism, and Europe’s
ready market contributed greatly to our national
growth,

5. The rapid industrialization of the United States
since the Civil War, the end of free land, and the
growth of our own population caused domestic
consumption more and more to overtake home sup-
ply in the years just before the European war.

6. As prices rose here and as our market for manu-
factures was more nearly filled by domestic produc-
tion, Europe turned in larger measure to newer or
less industrialized areas such as Argentina, Canada,
Russia, and Australia.

7. Our agriculture had barely attained this better
economic balance, our farmers were hardly yet accus-
tomed to this long-deferred prosperity when the
coming of the World War greatly stimulated our
agricultural production.

. 8. War prices raised the farmer’s prosperity for a
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brief period still higher, only to hurl him down to -
severe depression through the collapse of the Euro-
pean market for his surplus, while yet he seemed
impotent to curtail that surplus.

9. None of the devices thus far proposed have suc-
ceeded in restoring a profitable foreign market or in
adjusting supplies to this impaired demand (thus
bringing agricultural prices into harmony with the
general price level) or in lowering production costs
in proportion to existing farm price.

With these facts in mind we can now proceed to
examine the industrial and financial conditions of
Europe, upon which the farmer’s future so inti-
mately depends.



PART II
THE PROBLEM IN 1924 AND THEREAFTER



CHAPTER 1V

FACTORS DETERMINING EUROPE'S PURCHASING
' POWER

Standing now upon the threshold of 1924, the
farmer scans the future to see what it may hold for
him of returning prosperity or of continued economic
distress. . The nonfarming citizen, likewise, if he has
any real understanding of what constitutes the wealth
of nations, must be hardly less concerned in the wel-
fare of America’s farming industry. He, too, seeks
to read and interpret the signs of the future. While
prophecy is by no means the purpose of the present
book, it is believed that enough time has elapsed
since the war to make it now possible to present a
helpful and trustworthy survey of world-wide con-
ditions which set the limits within which the future
of American agriculture must be determined. Cer-
tainly, enough information is now spread out to our
view to enable us to answer some of the puzzles
which two or three years ago had no adequate basis
for solution. Out of the nebulous possibilities of
those days, certain developments have become estab-
lished facts. Some of the eager hopes and simple
faiths that found such wide currency in 1921 have
been quite definitely shattered. The ground has at
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least been cleared for a careful study of the trend of
events.

In Part I we have sketched the historical back-
ground of what may loosely be called the ““ normal”
times of our agricultural export trade. Against this
background was then presented a picture of the mar-
ket disturbances of the war and post-war period.

"This approach, it was thought, would give a better
appreciation of the extent to which American agri-
cultural development had been determined by
European market requirements and thus permit a
more accurate appraisal of the forces now at work.

In Part IT we shall endeavor, therefore, to make
a careful analysis of the factors which will determine
American agricultural conditions in 1924 and the
years immediately following. Applying quantita-
tive measurement so far as possible, we shall attempt
to set forth the primary facts which must govern the
farmers’ fortunes so far as they are determined by
European conditions. The discussion will be broken
up into six chapters. The first (Chapter IV) will
state the general principles governing the power of
European nations to purchase in foreign markets.
In Chapter V the particular situation as to pur-
chasing power in each of the chief countries, so far
as figures are available, will be set forth. Since the
mere fact of purchasing power does not, however,
assure us that the given European buyer will pur-
chase in our market, Chapters VI, VII and VIII will
attempt to appraise the influences which would force
Europe to seek our exports or would enable her to
satisfy her needs more advantageously elsewhere.
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The closing chapter (Chapter IX) will be devoted to
a summary statement of what prospects in our judg-
ment these facts hold out to the American farmer.

Before one can intelligently discuss the present
and prospective purchasing power of European
nations, there must be a clear understanding of the
factors which determine any nation’s ability to pur-
chase goods at any time in external markets. What
are the actual means available for such purchases of
foreign goods? We shall find that there are several
possible means of paying for imports—some of them
of regular or permanent importance, others of but
negligible or temporary significance. In the follow-
ing paragraphs we shall endeavor to indicate the
importance and the limitations of each.

Gold and other metallic money is ordinarily available
to only a limited extent in purchasing foreign goods.
British gold coins will, it is true, always be received
by exporters in the United States in payment for
goods, because such gold coins are directly exchange-
able, by bullion content, for American gold money.
As a matter of fact, however, comparatively little
actual gold is ordinarily used in the purchase of goods
in foreign countries. Through the mechanism of the
foreign exchanges, which need not be discussed here,
most international payments are effected without
shipping gold. Specie, as the saying goes, moves
only as a last resort. For example, if the citizens
of the United States should sell to Great Britain in
the course of a year a billion dollars worth of goods
and Great Britain in turn should sell to the United
States only 900 million dollars worth of goods, only
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100 million dollars of actual gold would have to be
~ sent from Great Britain to the United States. The
balance only would need to be paid in gold.

Since no nation ordinarily has any great quantity
-of gold which could be spared for export purposes, it
‘would, as a practical matter, be impossible to make
large foreign purchases in actual gold. A gold-
producing nation can and ordinarily does regularly
use some gold for the purpose of paying for imports,
but a nation which produces no gold must in the
long run be an importer rather than an exporter of .
gold. Since no European nation, with the excep-
tion of Russia, produces any gold worth mentioning,
it is apparent that Europe must ordinarily have been
a gold-importing area. The industrial nations—
Great Britain, Germany, France, and Italy—with
which this study is chiefly concerned are, in fact,
customarily gold-importing countries.

During the war, to be sure, in order to meet the
pressing requirements for food and raw materials,
large quantities of gold were sacrificed by European
nations in paying for imports. However, the limits
within which gold could thus be used without dis-
astrous consequences were soon reached. In the
discussion of the effects of the war on the economic
and financial status of these countries presented in
‘Chapter V we shall show why under present condi-
tions these nations can not now part with appreci-
able quantities of gold w1thout serious economic
results.

! For s1mphclty we are here omitting reference to the so-called
1nv151b1e or service transactions as well as to borrowmg operations.
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What is true of gold is equally true of silver. The
white metal is still employed in a secondary position
in monetary systems, and most of the existing sup-
plies are impounded as metallic reserve for outstand-
ing paper notes. Under any -circumstances the
amount available for making international payments
is thus strictly limited. And again, since the Euro-
pean countries produce no silver, they can not
employ it in any apprecmble quantity in making
foreign purchases.

Paper money, except in limited quantities, is not an
acceptable means of paying for tmports. Under ordi-
nary circumstances, practically no paper money is
employed in meeting payments in foreign countries.
The paper of foreign nations—with few exceptions—
is unfamiliar money, and hence will not be accepted
by the ordinary person. Moreover, it is not legal
tender and hence its acceptance is not enforceable at
law. But quite apart from these considerations, the
value of all paper money, whether domestie or foreign,
-depends on its redeemability in specie. A paper
note is only a promise to pay the bearer in specie on
demand, and if it is to pass at face value it must be
-actually redeemable on presentation at the govern-
ment treasury or at the bank of issue. Within the
‘United States it is possible to exchange American
paper money for gold or silver on demand—at the
banks or at the Federal Treasury. But foreign
money, to be redeemed, would have to be sent back
to the country of its issue and there exchanged for
gold. Thus, we are forced to the conclusion that the
extent to which paper can be used in meeting foreign
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payments will be measured by the extent to which
gold can be shipped abroad.

It remains to be noted, however, that under cer-
tain conditions paper money may temporarily be
used in purchasing goods- abroad. We refer to a
period of paper money speculation such as has
existed since the war. Russian rubles, Polish marks,
Austrian kronen, German marks, Italian lire, French
and Belgian francs, British pounds—all have been
sold in larger or smaller quantities, to speculators in
foreign countries. Since the sale of German paper
marks has been perhaps the most notorious example,
we may as well illustrate the whole phenomenon by
reference to speculation in marks.

The German gold mark is worth 23.8 cents in
terms of American gold money, that is to say, its
bullion content is a little less than one-fourth that of
the American dollar. In pre-war days, when Ger-
man paper notes were redeemable in gold, they also
circulated at a value of 23.8 cents per mark. But as
a result of the financial exigencies of the war, Ger-
many, in common with all European countries, was
quickly forced off the gold standard. In other words,
paper money ceased to be redeemable in gold when
presented to the treasury or central bank of issue,
and as soon as it became irredeemable it promptly
depreciated in value. However, it was popularly
supposed that after the war this paper money would
soon be made redeemable in gold at par. Conse-
quently, it was reasoned that everyone could buy
German paper marks or take them in trade at say
6 cents, and shortly send them in to the Reichsbank
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for redemption at 24 cents, and a handsome specu-
lative profit would be realized. Just how Germany
was to make the 6 cents that she received grow to the
24 she was supposed to pay a short time later was
never clearly explained. It was regarded as suffi-
cient that Germany was a thrifty nation. In the
naive belief that a new El Dorado had been dis-
covered, people in many parts of the world mani-
fested a great desire to accumulate paper marks.
German government officials and German business
men, hard pressed for funds with which to meet the
expenses of demobilization, pay reparation obliga~
tions, and procure the importation of food and raw
materials that were imperatively needed naturally
welcomed this new-found source of credit; and paper
money was issued as fast as trade and speculation
would absorb it.t

It is impossible to say just what total of foreign
money was realized through the sale of paper marks.
Some estimates run as high as four billion dollars for
Germany alone, but more careful computations indi-
cate’ a total of not more than half this amount.
Whatever the precise figure, it is ‘evident that the
sale of paper marks was a great aid both in meeting

1 The following quotation from Dr. Walther Rathenau is pertinent
in this connection: “We were completely surprised at the discovery
of this means of procuring funds abroad. After the war Germany’s
commercial credit in world markets was almost extinct, and we
could find practically no sale for interest-bearing bonds. Then, all
of a sudden, we discovered that the citizens of foreign countries who
were unwilling to purchase interest-bearing bonds were nevertheless
willing and anxious to buy noninterest bearing paper currency. We

were thereby enabled to buy the food and raw materials required to
replenish our depleted stocks.”
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reparation obligations and in paying for foreign
imports during the years 1919-22,

There are definite limits, however, to this expedi-
ent. The phenomenon is in its very nature tempo-
rary. Speculators will purchase paper currency only
so long as there is hope that it will be redeemed
ultimately in gold. It has at length become
apparent even to the most sanguine that German
paper currency is worthless, and even in the case of
French, Italian, and British paper money we may
conclude that henceforth the sums that may be
derived from this source will prove of negligible
importance.

Checks and drafts can not be used in paying for
foreign goods. For example, a check or draft on a
British bank, if delivered to an American exporter,
would have to be sent back by the American exporter
for payment to the bank on which it was drawn.
Since the American exporter seldom wants a deposit
account in a European bank on which he can draw
checks, he does not present it to the bank for deposit.
He necessarily presents it for payment in a form of
money that can be transferred to him for deposit in
the United States. This means payment in specie. -

We find, therefore, that the extent to which any
form of currency can be used is dependent on the
extent to which gold or silver can be spared for
purposes of paying for foreign imports. And as
already seen, except in gold-producing countries, very
little can at any time be spared. On the contrary,
nations which do not produce the precious metals
must, one year with another, be importers of specie.
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The exportation of goods and the rendering of ser-
vices constitute the only important and regular means
of paying for imports. In the case of exports the
process is simple enough. If exporters in the United
States, for example, send to Canada 100 million dol-
lars’ worth of manufactured goods, we can buy from
Canada 100 million dollars’ worth of grain and raw
materials. International trade involves simple trad-
ing. In the above example we trade United States
goods for Canadian goods. It may be mentioned
again that the actual process involves the foreign
exchange mechanism and roundabout as well as
direct trading. But since it will not help to make
clearer the fundamental problems involved, it is
unnecessary to go into a discussion of bills of ex-
change. The essential fact is that if we export to
Canada 100 million dollars worth of our goods; we
can buy in Canada or elsewhere 100 million dollars
worth of goods in return.

If the great industrial nations of Europe are to
buy large quantities of American foodstuffs, they
must be able to trade for them large quantities of
exports. And in the case of these industrial nations
the exports must, as a matter of fact, largely consist
of manufactured commodities. As indicated in
earlier portions of this book, these nations do not
produce sufficient quantities of raw materials and
foodstuffs to supply their own requirements. As
industrial nations they must import food and raw
materials and pay for them with the proceeds of
exports that consist chiefly of finished goods.

It must be pointed out here that the exports of
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manufactured goods from these European countries
need not of necessity be exports direct to the United
States. Great Britain, for example, may export
textiles to Brazil and use the proceeds to pay for
raw cotton purchased in the United States. Brazil
in turn may pay for the British textiles by the sale of
nitrate or coffee in the United States. Quite com-
monly we find these three-cornered trading opera-
tions. In the financing of these transactions there is
again involved the mechanism of the foreign ex-
changes. Regardless of the roundabout obligations,
however, in the final ana ysis European exports pro-
vide the means for buying food and raw materials
in the United States.

We may now turn to the rendering of services as a
means of paying for foreign purchases. Great
Britain, Germany, France, and Italy possess large
merchant fleets. If a British ship carries American
goods from New York to Rio de Janeiro, for example,
the British ship owner is entitled to compensation.
The proceeds derived by British shipowners from the
carrying trade are quite as available for buying Ameri-
can goods as the proceeds from the selling of exports.
The carrying trade of the great shipping nations of
Europe has in fact ordinarily provided very consider-
able sums with which to purchase American food-
stuffs and raw materials. While the particular
shipowner may not be interested in importing Amer-
ican food or raw materials, he may sell his American
funds to British importers who wish to pay for goods
purchased here. At bottom the process is an ex-
change of services for goods.
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Other important services are banking and insur-
ance. When European banks and insurance com-
panies render services to Americans or to other for-
eigners they are entitled to a remuneration. The sums
derived from these banking and insurance services
are likewise just as available for purchasing Amer-
ican produce as the proceeds from the sale of exports.
Funda.mentally the process is again an exchange of
services for goods.

Tourist expenditures and gifts of various sorts con-
stitute still other sources of income. Whenever a
citizen of one country travels in another the services
rendered him there must obviously be paid for, and
this sort of service has constituted a very important
source of income for many of the European coun-
tries. While the American tourist, for example,

- does not carry American goods to Europe with him
and barter them off for services rendered abroad, the
funds which he uses in paying for such services do
arise out of somebody’s sales of goods abroad. Once
more the process is at bottom an exchange of services
for goods.

Among gifts, immigrant remittances ordinarily
play the leading réle in the relations between the
United States and European countries.! A related
item (now of some importance in the case of a few
countries) is the payment of military allowances to
foreign relatives of American war veterans. Since
the war, charitable relief money has assumed large
importance. What really happens in this case is

1 As an offset to immigrant remittances may be listed the “landing
money”’ required of immigrants coming to the United States.
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that the receiving countries are dona,'ted the power
with which to purchase goods.’

Credit operations also play an important réle in
foreign trade. While the exportation of goods and
the rendering of services in the long run constitute
the only important means of paying for imports,
temporarily imports may be procured by means of
credit, that is, by borrowing. Concretely, for a great
many years during the middle part of the nineteenth
century the United States imported each year more
goods than we were able to pay for either by means of
exports or by the rendering of services. We were a
borrower from other nations, principally from Great
Britain. But each time we borrowed a hundred dol-
lars at 5 per cent, we had thereafter to pay through
the exportation of goods five dollars in interest; and
if the debt were ultimately to be liquidated, we would
have through increased exports to provide the funds
for the purpose. The point needs stressing, for it is
very commonly not clearly understood that the bor-
rowed capital came to us in the form of increased
imports of goods, and that in turn the payment of
interest and the liquidation of the debt requires on
our part increased exports of goods. Trading of
goods is at the bottom of the process in all these
cases.

Let us take another concrete example. During
the war the United States loaned huge sums to
European nations. These loans actually took the
form of exports of food and materials for use in the
war. The European nations got goods when vitally
needed and gave us their promises that these goods
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would be paid for some time after the war was over.
Now that the war is 'over the European nations are
confronted with the problem of finding means of
paying interest on these loans of goods and of grad-
ually liquidating the principal. And just as the
loans were made in the form of goods, so also must
the interest and principal be paid to us in the form of
goods—or services.

Interest on accumulated foreign loans or invest-
ments sometimes constitutes a very important means
of paying for imports. Great Britain, for example,
during the last century built up very large foreign
investments and in consequence was able to use the .
proceeds in paying for imports. Indeed, the interest’
on her past loans of goods could come to Great Brit-
ain only in the form of imports of goods.

By means of credit it is possible, under certain cir-
cumstances, for the volume of foreign trade to be for
a time very greatly increased. For example, it was
possible during the war for the United States enor-
mously to expand its exports on credit. The accumu-
lated resources of the European countries had placed
them in a strong credit position. Moreover, the
exigencies of the war were so great and our own
interests so vitally involved that we were willing to
ship on credit almost any quantities of goods required
without insisting as strictly as is customary that the
buyer give proof of adequate capacity to repay us.
The war had to be won and ordinary conservatism i in
the matter of loans had to be suppressed.

But while it is true that under certain circum-
stances exports may be very greatly expanded by
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means of credit, the very process of lending eventu-
ally halts itself. To retain their credit standing,
borrowing nations must be able to pay interest.
Even in ordinary times of peace, nations, like indi-
viduals, have often reached the end of their credit
resources. In time of war-the end is of course more
quickly reached. Where huge loans are made, for
war purposes, the goods borrowed are largely de-
stroyed, and thus they do not themselves provide the
increased productive capacity that is necessary to
pay interest. When, before the war, the United
States was borrowing for railroad and other internal
- developments in the United States, we were con-
stantly increasing our productive and hence our
interest-paying capacity. But when the European
nations borrowed from us during the Great War no
such expansion of production was occurring. Conse-
quently, while the debt obligations were being enor-
mously increased, ability to meet these obligations
was not being increased. On the contrary; it was
being rapidly decreased. This is, of course, the
explanation of the present difficult international-
debt problem. In the following chapter we shall
indicate a little more specifically the present credit
status of the industrial nations of Europe.

~ The credit operations that we have thus far been
discussing are evidenced by long-term bonds. Men-
tion must now be made of short-time credit obliga-
tions in the form of bills of exchange with a duration
of only a few months. In ordinary times exporters
very commonly sell goods abroad on short-time
credits, permitting the purchaser to pay for them
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out of the proceeds derived from the sale of the
goods. Ordinarily these transactions are liquidated
promptly and do not give rise to any interest obli-
gations since, as in ordinary domestic credit transac-
tions, the selling price itself is fixed high enough to
compensate for the delay in receiving the funds.
Nevertheless, such credit operations temporarily,
that is, for a few weeks or months, permit the making
of purchases that can not-be immediately paid for.
Under such extraordinary conditions as prevailed
during the war and particularly after the Armistice,
this type of credit extension playéd an important
rble. European stomachs were aching voids, larders
were bare, shelves were empty, granaries and ware-
houses were vacant, and supplies of factory raw mate-
rials were depleted. If Europe was to get started
on the road to reconstruction, a vast process of
replenishment was the necessary first step. The
goods required for the purpose were in large measure
furnished on short-time credits, either extended
directly by American business men or indirectly by
American bankers from whom American business
men borrowed the funds required to finance their
operations. So huge was the volume of these credit
extensions and so difficult were the problems of
demobilization and reconstruction which faced Eu-
rope, that these credits could not be liquidated in
the ordinary course of time. They had to be re-
newed again and again, and thus they became in
effect long-time credits, even though evidenced still,
not by bonds, but by short-time promises to pay.
Since 1919, many of these Joans have been liquidated
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and others have been converted into long-time obli-
gations.

It is readily apparent that ‘this means of credit
expansion can not be long continued. If the short-
term business obligations are not promptly met at
maturity, new credit extensions will not long be
forthcoming. This form of credit may therefore be
dismissed from further consideration. ‘

The sale of corporate securities, real estate, elc., pro-
vides another temporary means of purchasing imports.
Such transactions are closely akin to credit opera-
tions. In regular credit transactions European
countries transfer to the United States new securi-
ties, either governmental or corporate as the case
may be, as evidences of the indebtedness incurred
in the purchase of goods. In the present case what
happens is that already existing securities (real-
estate mortgages, titles, ete.), are transferred from
European owners to American owners. In either
case it will be seen the process increases the interest
obligations which Europeans must meet. Ordinarily
the volume of such transactions between nations is
relatively small; but during the years 1919-23 there
was a very large sale of such property rights to for-
eign purchasers, particularly of German bonds,
stocks, mortgages, and real-estate titles.

Owing to the depreciation of the exchanges, prices
in terms of gold were very low in Germany and hence
property could be purchased at a bargain. Looked
at from the German end, this process was much the
most important phase of what was popularly known
as the “flight from the mark.,” When property was
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sold to foreigners and the proceeds deposited in for-
eign banks, German citizens acquired balances out-
side the country. Another powerful stimulus to the
purchase of such property was the realization by the
holders of depreciated paper marks that here was a
way to exchange them for something tangible before
their value should completely evaporate. Large
quantities of paper marks thus went back to Ger-
many in exchange for German property. A similar
movement, thcugh less extensive, has occurred in
other European countries, and it has recently been
particularly pronounced in France. In the follow-
ing chapter we shall return again to this phenomenon
and discuss its relation to the accumulatlon of foreign
bank balances.

In conclusion, neither gold nor silver nor paper
money nor checks can provide the means with which
European industrial nations may purchase American
food and raw materials. Aside from what limited
credit possibilities may still be shown to exist, the
exportation of goods—principally manufactured
goods, and the rendering of services alone can pro-
vide European nations with purchasing power in
our markets. With these controlling factors in the
international trade situation clearly in mind, we
may now pass to a consideration of the actual ability
of the leading industrial nations of the old world to
purchase American goods at the present time.



CHAPTER V

PURCHASING POWER IN THE SEVERAL
COUNTRIES

Having indicated in the preceding chapter the
various means available to a nation for the purpose
of buying imports, we are now prepared to make a
specific study of European purchasing power. We
shall endeavor to show, as accurately as the data will
permit, the extent of the buying capacity of Ger-
many, France, Italy, and Great Britain now as com-
pared with the years immediately preceding the war.
We shall not endeavor in this chapter to determine
what precise proportion of each nation’s total pur-
chasing capacity will be expended in the purchase
of agricultural imports as distinguished from other
commodities. Neither will it be our purpose to con-
sider alternative sources of food supply. The dis-
cussion of the probable bearing of the changed Euro-
pean situation upon the demand for American farm
products is left to a subsequent chapter.

I. GERMANY’S FOREIGN PURCHASING POWER

In analyzing Germany’s present ability to pay
for imports, we shall discuss in turn the possible
means of purchasing mentioned in Chapter 1V, as
follows: (1) gold and silver, (2) exports of goods and

116



GERMANY’S PURCHASING POWER 117

“invisible” income, (3) additional credits. We
omit paper money and checks, which were men-
tioned in Chapter IV, simply because, as there shown,
they do not constitute independent or permanent
means of payments.

1. Goup aND SiLvER.—Germany produces prac-
tically no gold or silver, and accordingly she has
always been a gold-importing nation. From 1894 to
1913 Germany’s net annual imports of specie .(in
millions of marks), averaged as follows:

1804-1898. ...l 87.2
1899-1903................ollll 145.2
1904-1908..............oel il 247.6
1909-1913................al 195.2

During the two decades there was not a single year
in which Germany did not import more bullion and
specie than she exported. A part of this went for
ordinary artistic and industrial uses, but the larger
part was utilized for currency and banking reserve
purposes.

During the war Germany parted with a very large
amount of gold for the purpose of buying war sup-
plies. Immediately after the war considerable quan-
tities were used In meeting reparation and other
pressing external obligations; but in 1920, 1921, and
1922 the supply was reduced only slightly. During
1923, however, the German gold supply rapidly
dwindled, being drawn upon for several purposes,
such as (1) guaranteeing foreign credits on the basis
of which imports could be procured, (2) meeting
maturing bond and short-term credit obligations,
(3) buying marks with a view to bolstering up Ger-
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man exchange, and (4) making direct payments for
imports. Much the greater part of the gold parted
with during 1923 went either directly or indirectly
for the purchase of imports.

The following table indicates the way in which the
German gold supply has been dissipated since 1913.
It is clear that the total amount now remaining is of
negligible importance. )

GoLD AND SILVER IN THE REICHSBANE AND IN CIRCULATION IN
GERMANY AT THE END OF THE CALENDAR YEARS SPECIFIED *

(In millions of U. S. dollars)

Year Gold Silver Total
1913000 916 64 980
1918............... 539 %5 544
1919............... 260 c2 262
1920.............. 260 ' (b) —
1921............... 237 4 241
1922, .. ... . ... 241 ¢ 18 259

March....... 237 ®) —
June......... 171 ) . —_
1923 September. . . . 106 ) —_
December. . .. 111 ) —

* Figures for 1913 and 1922 are from the 1915 and 1923 Annual Reports of
the Director of the Mint; for 1918-1921, from the 1919, 1920, 1921, and 1922
Annual Reports of the Secretary of the Treasury; and for 1923, from bank
reports given in the Commercial and Financial Chronicle.

@ Reichbank figures only.

® No comparable data.

€ Most of it held abroad, mainly in the Netherlands.

If Germany were to part with her entire refna.ining ‘
gold supply, it would suffice to pay for the present
low volume of imports for less than a single month,
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Rather than export any additional quantities of
gold, Germany should have a renewal of gold imports
as an aid in the rehabilitation of her shattered finan-
cial system. '

At this point mention must be made of the bank
balances that have been accumulated in foreign
banks by German citizens. These balances are not
actual gold. They are, properly speaking, deposit
accounts which, of course, represent claims for gold
or other lawful money against the bank in which
they are held. They have been derived in the main
not through the transfer of gold from Germany to
foreign banks. Rather, they have beem procured
through the sale of goods to foreign buyers, the sale
of paper marks to foreign speculators, and the sale
of German mortgages, securities, real estate, ete.,
to foreign purchasers.

All this is popularly referred to as the ‘“flight of
capital.” The term is somewhat misleading, par-
ticularly in connection with the sale of securities,
ete., for when X in Germany sells a piece of German
real estate to Y in the United States, money does
not “flee” from Germany to the United States.
The American purchaser merely transfers a de-
posit claim against an American bank ‘to the
German who thus obtains a balance in the American
bank.

At the end of 1922, these balances were estimated
at from 1 to 4 billion gold marks. An analysis?
of the report of April, 1924, of the Committee of
Experts leads to the conclusion that on December

1 For this analysis see Appendix D.
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31, 1923, these bank balances, as distinguished
from remnants of foreign investments, could not
have been more than 2.5 billion gold marks. It
must now be pointed out that there are definite
limits to their use because, under present conditions,
Germany’s import trade would collapse if these bal-
ances were completely wiped out.

Under normal pre-war conditions it was possible
for German importers to purchase goods in foreign
countries on credit, paying at the end of 30, 60, or
90 days out of the proceeds derived from the sale
of the imported goods—payment being made in
bills of exchange which were redeemable in gold.
But under present disturbed conditions, with bills
of exchange not redeemable in gold, the exporter
to Germany can not take the risk of exchange and
currency fluctuations. He will, therefore, no longer
sell on a credit basis; he demands cash. The
balances held in foreign banks permit importers
to be paid at the time of purchase. If the process
is to continue, it is, of course, necessary to keep
these balances replenished out of trade profits.
The significant point is that the change from a
credit to a cash basis has necessitated the creation
of foreign balances where none were formerly re-
quired. It follows that the depletion of these bal-
ances would bring Germany to the end of her tether
so far as financing imports is concerned. With a
restoration of sound financial conditions in Ger-
many, the need for foreign balances would of course
pass away. It is conceded, however, that as an aid
to the restoration of such conditions the funds now
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held abroad should be transferred to Germany. In
any case they can not be used up in purchasing
imports without serious resulting consequences.

2. ExporTs or Goops AND “‘INvisiBLE” INCOME.
—As was indicated in Chapter IV, the only signifi-
cant and permanent factors governing a nation’s
ability to pay for imports are the export of commodi-
ties and the rendering of services to foreigners. In
order to reveal the effects of the war upon Germany’s
present purchasing capacity, it will be necessary to
present first the data for the years immediately
preceding the war. These figures show the pre-
dominant importance of exports as a means of paying
for German imports.

ForeiGN TraDE oF GErRMANY, 1894-1913 *
-(Five-year averages, in millions of marks)

Years Imports - Exports Trade deficit
1894-1898 4426 - 3,430 987
1899-1903 5,661 4,588 1,073
1904-1908 7,584 6,112 1,472
1909-1013 9,726 8,246 1,480

* These figures, which are expressed in values rather than in volume, naturally
reflect the rise in prices during the years 1894-1913. If allowance be made for
change in the price level, the volume of trade during the last ten years of the
period would appear nearly 25 per cent below that indicated by the value
figures given above.

It will be observed from this table that the
development of Germany as a great industrial
nation required a steadily expanding volume of

imports. These imports consisted primarily of
food for the urban population and of raw materials
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and. partly manufactured goods required by Ger-
man industries. Indeed, during the twenty-year
period before the war these two great classes of
imports comprised from 79 to 86 per cent of the
total German import trade—the food group making
up about 30 per cent and the materials group
around 50 per cent of the total. The percentage of
imports in these classes, moreover, had been steadily
increasing and had reached the highest point in the
period just before the war.

The figures in the final column of the table md1-
cate the value of the imports that had to be paid
for by means other than by exports. As previously
indicated, Germany was also an importer of specie
and this too had to be paid for by other means.
Adding the net imports of gold and silver to the net
imports of goods (in millions of marks) gives the
following annual average amounts that were not
paid for with exports.

1894-1898.... .. ciiiiiiiiiiiaeaas 1,074
1899-1903......ccviiiinininnannn, 1,218
1904-1908.....coiiiiiiiieneianne, 1,720
1909-1913..... ..ottt 1,675

Income from investments and -services more than
covered the adverse trade and specie balance. Detailed
figures for the German income from foreign invest-
ments, shipping, banking, and other services, are
far from satisfactory. It is known, however, that
the net amount of German foreign investments
increased from about 12 billions in 1893 to 20 billions
in 1913, an average of about 400 million gold marks
per year. This shows that the total income from
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invisible sources must have exceeded the trade
deficit by an average of 400 millions a year. The
available data, however, indicate that the adverse
trade balance was tending to increase faster as time
went on. than was the income from the invisible
items.!

The war and the peace have wrought profound changes
in Germany’s international economic status. In brief,
it may be said that as a result of the war and the
years that have followed, Germany’s invisible sources
of income no longer yield her a surplus which she
can use in buying commodity imports. This is
accounted for by the following changes:

First, the 20 billions of foreign investments owned
by Germans before the war were reduced to 2 or 3
billions by the end of 1918; and the interest income
from what small amounts still remained in 1923 had
almost entirely ceased. To this must be added the
interest on bank balances held abroad. Since bank
balances yield a very low rate of interest—on the
average not in excess of 2 per cent—the income from
this source probably does not exceed 50 million gold
marks (2 per cent on 2.5 billions would equal 50
millions).

Second, German shipping earnings were nearly
wiped out during the first two years after the war.
But in consequence of a partial restoration of the
fleet, the.earnings in 1922 were about 175 million
gold marks, as compared with 540 millions in

t For a full discussion of Germany’s pre-war international accounts,
see Moulton, H. G., and McGuire, C. E., Germany’s Capacity to
Pay, pp. 251-284.
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1923.1 Three hundred million gold marks is a liberal
estimate of the maximum German shipping earnings
that may be expected for some years to come.

Third, the returns from banking and insurance
earnings and foreign commissions have largely
disappeared and are not likely to become important
in the future. Even before the war they repre-
sented only a small part of the total.

Fourth, the revenues from the tourist trade, which
were unprecedentedly large for three years after the
war, have recently sharply declined. The maximum
estimate of tourist income even in the bargain-
counter days of 1922 was about 300 million gold
marks. As aregular source of income 100 million gold
marks per year would be a liberal estimate for the
tourist trade.

Taking these invisible items all together, it does not
appear that the total income from the sources men-
tioned is likely to reach 500 million gold marks a
year.

It remains to be noted that as a result of the sale of
German bonds, German corporate securities, apart-
ment buildings, real-estate mortgages, etc., during
the last three or four years, Germany has a heavy
invisible debit to meet. It has been estimated that
the sale of internal German property to foreigners
has amounted to about 8 billion gold marks. At a
nominal rate of 6 per cent, the sums which Germany
would have to pay abroad as interest on these invest-

1 Owing to the fact that post-war prices are more than 50 per cent
higher than prices in 1913, the purchasing power of these shipping
earnings is proportionately less.
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ments of foreigners in Germany would amount to
approximately 500 million gold marks.!

One is forced to the conclusion, therefore, that
Germany’s invisible accounts, credit and debit, now
approximately balance. Accordingly, German abil-
ity to purchase imports in foreign countries will
henceforth be determined primarily by German ex-
port capacity.

Germany’s purchasmg power, as measured by her
export trade, has very greatly declined. The war and
its aftermath have profoundly affected Germany’s
foreign trade, as is shown by the trade figures in
the table on page 126.

The actual reduction in German foreign trade is
not fully shown by this table, however, for the rea-
son that the price level since the war has been very
much higher than in 1913, the extent of the price
advance varying in different years. In 1922, for
example, the average of world prices was about 50
per cent higher than in 1913. Valued in 1913 prices
therefore, Germany’s 6.3 billion gold marks of
imports in 1922 would shrink to about 4.2 billions, or
less than 40 per cent of the value of her 1913 imports.
But, in spite of the fact that in 1922 she had thus
drastically cut the volume of her imports, Germany
was still unable to meet their cost out of the pro-
ceeds from exports.

The chart (fig. 18, p. 127) shows the post-war re-
duction in the ratio of Germany’s income from exports
and services to the value of her imports. The bars

: The Committee of Experts estxmates a small net income from
forelgn holdings. (See Appendix D.)
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represent the percentage ratios of eprrts of goods
and specie plus invisible items to imports in 1913
and 1922 respectively, imports being taken as 100

TRADE AND SPECIE BALANCE oF GERMANY, 1913 anp 1920-1922 *
(In millions of gold marks)

Trade items Bullion and specie  |Adverse
. trade
Year and
Tmports|Exports® Net Imports|Exports| Net | specie
adverse adverse| balance

1913 | 10,770 | 10,097 673 | 437 104 333 | 1,006

1020 | 3,929( 3709 [ 220 | 18 15 3 223
1921% | 5732 2,991 | 2,541 19 12 7 | 2,548
1922 | 6,303| 6,181 | 122 8 18 10 112

. #* Statistisches Jahrbuch filr das Deutsche Reich, 1923, pp. 108-109: The relia-
bility of the German trade figures as an index of Germany’s international finan-
cial position during post-war years was frequently discussed during 1923. The
faot that only part of the foreign trade was invoiced in foreign currencies, while
the rest was invoiced in paper marks, admittedly raised difficulties in the way of
arriving at satisfactory gold-mark values. The figures which were first givem
out by the gover t, with an lanation of the method by which the gold-
mark values were determined, are given by Moulton and McGuire (**Germany's
Capaocity to Pay,” pp. 52 and 285-286). Under pressure from experts of the
Reparation Comumission, the government has recalculated the trade for the
- years 1920-22, using & new method of converting from paper to gold values.

In the revised figures, given in the.table above, the part of the trade invoiced in
paper marks is converted to gold-mark values by the application of 1913 prices
adjusted to post-war price levels. The effect of the change has been to raise the
export figure for 1922 by more than 50 per cent, the import figure remaining
practically unchanged.

8 Exclusive of reparation payments.

b For the year 1921, figures for eight months only, May-December, are
published.

per cent. The reader should bear in mind that since
the figures are in percentages the bars give no indi-
cation of the comparative value or volume of the
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trade for the two years. It will be seen that the
proceeds from German exports and services and
interest on foreign investments were more than
ample to pay for imports in 1913, the ratio being

913

1922

0 3 50 B’
Percentuge ratio of exports and services to imports

Fioure 18.—CErMany’s REpucED RaTro oF Exrorts
AND SERVICES TO IMPORTS,

105 to 100;! while in 1922 such income was insuffi-
cient notwithstanding the great reduction in imports,
the ratio being 98 to 100.

If Germany is to regain her pre-war importing
capacity, she must be able to expand her exports
(chiefly of manufactured goods) from 6.2 billions, the
1922 total, to over 15 billions, the 1913 total ex-
pressed in present prices. Indeed, in view of the
loss of all the invisible income, which before the war
amounted to over 1.5 billion marks in pre-war values,
exports would have to be over 16.5 billion' gold
marks? to give Germany a purchasing capacity

! The year 1913 was somewhat better than the average.

* Some allowance needs to be made here for the reduced size of
German territory. -~ :
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equal to that of 1913. In the light of present cha-
otic conditions in Europe and in view particularly
of the impoverishment of many of the countries
which constituted Germany’s principal markets, one
must conclude that the prospect for an early return
to anything like her pre-war purchasing capacity is
not good.

3. AvoprtioNAL Creprrs.—There remains to be
considered the possibility of an expansion of German
imports through the further sale of German corporate
securities, real estate, etc., or by means of additional
foreign loans. What are the possibilities in each
case? )

With reference to the further sale of corporate
securities, ete., it is clear that like the sale of paper
marks, this process has practically run its course.
Under existing conditions the purchase of German
property is an utter gamble. If stable conditions
are restored in Germany, it is also improbable that
such sales of property on any large scale will con-
tinue—this because the conditions which temporarily
induced such purchases would then no longer exist.

So far as the prospect of a large loan to Germany
is concerned, the answer is simple as regards the near
future. So long as German finances are in a chaotic
condition, so long as industry is hamstrung as a
result of military occupation, and so long as repara-
tion obligations remain a primary lien on all German
income, Germany’s credit in international money
markets is nonexistent. Only after these conditions
are fundamentally changed will Germany be able
to command credit.
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II. THE PURCHASING POWER OF FRANCE

In comparing the aggregate foreign purchasing
power of France now with that of pre-war days,
we shall take into account only the ordinary means
by which foreign purchasing power is obtained.
We shall leave out of consideration the possibilities
offered by the disastrous and transitory methods
to which Germany has had to resort, namely, the
use of paper money and large sales of securities and
real estate to foreigners.

1. Gorp anNp SiLvEr.—During the twenty-year
period before the war there were only two years
(1896 and 1898) in which France exported more gold
and silver than she imported. Since gold and silver
are not produced in France, she must depend on
outside sources for the supply of precious metals
necessary for her currency system and for use in
the arts. From 1894 to 1913 her net annual imports
of the precious metals (m millions of francs) aver-
aged as follows:

1894-1898. . ....ciiiiii s 79.0
1899-1903..............coiinnnan, 226.2
1904-1908. ..o, 572.2
1909-1913.... .o iiit e 224 4

As a result of this steady inflow of gold and silver,
the specie reserve of the Bank of France averaged
in 1913 about 62 per cent. During the war, how-
ever, much of the accumulated gold had to be used
in the purchase of food, raw materials, and war
supplies.

In France as in other countries specie has been
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withdrawn from circulation, but notwithstanding
the concentration of metallic money in the Bank of
France, the bank reserve—the ratio of gold and
silver to note and deposit obligations—has been
reduced from 62 per cent in 1913 to an average
for the year 1922 of about 10 per cent. In view of
the precarious state of French finances, it is evident
that there are very definite limits upon the extent
to which France can now use gold in purchasing
foreign foodstuffs and raw materials. 7 :

2. TaE ExrorT oF Goobps aND “INVISIBLE”
INncoME.—The trade figures for France show that
over a long period of years imports had regularly
exceeded exports. A general view of the situation
before the war is given in the table below:

ForereN TraDE oF FraNnce, 1894-1913
" (Five-year averages, in millions of francs)

Years Imports Exports Trade deficit
1894-1898 3,959.6 3,392.4 567.2
1899-1903 4,556.0 4,155.6 400.4
1904-1908 -5,354.4 5,046.0 308.4
1909-1913 7,627.4 6,324.4 1,303.0

The value of imports increased steadily during
this period, but for a time the value of exports
increased at a somewhat faster rate. From 1909
to the beginning of the war, however, there was a
sharp increase in imports, as a result of which the
average trade deficit abruptly jumped to a figure.
more than twice as large as that for any preceding
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five-year period. The deficits on account of net
imports of commodities, plus the deficits on account
of net imports of precious metals, show the extent
to which France was dependent on income from
invisible sources as a means of meeting current
foreign payments. The average annual amounts
of French imports which were paid for with income
from foreign investments and services are shown
by the following figures (in millions of franes):

1894-1898............coiineiiintn, 646
1899-1903........c.otiiinina, 627
1904-1908........ccviviviiinnnn, 881
1909-1913.............coiininan, 1,527

As in the case of Germany, total figures for the
French income from foreign investments, shipping,
banking, and other invisible items are not altogether
satisfactory. Again, however, the growth of foreign
investments affords a basis for estimating the total
income that was derived from these sources. In
the twenty years preceding the Great War the
French foreign investments increased at an average
annual rate of about 1.2 billion francs.! This
means that the average annual income from the
invisible sources must have exceeded the trade
and specie deficits shown above by about 1.2 billion
francs, and that during the last five years before
the war the annual income from the invisible sources
amounted to about 2.7 billion francs. More than

1 A detailed analysis of French foreign investments and income
from invisible sources will appear in a forthcoming volume of the

Institute of Economics on *The French International Debt Situa~
tion.”
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two-thirds of this total was derived from interest
on accumulated foreign investments; the rest was
from tourist expenditures in France, from shipping,
banking, and insurance earnings, ete.

As a result of the war the largest source of invistble
income—interest on French foreign investments—has
been very greatly reduced. Of a net total of approxi-
mately 40 billions of foreign investments owned by
the French at the outbreak of the war, a large part,
unfortunately, were in eastern and southeastern
Europe. Over 11 billions were in Russia alone.
As a result of the economic disorganization wrought
by the war, therefore, more than half of the total
of French foreign investments have been reduced
to the noninterest-paying class. The net income
to France from her foreign investments has been
further reduced as a result of the enormous trade
deficit which accumulated during the war. About
3.5 billions of her best securities were sacrificed in
meeting foreign payments on this account. At the
same time, large quantities of French industrial,
municipal, and corporate securities and other prop-
erty were sold to foreigners—which is equivalent
to an increase in the foreign debt.

As a means of securing the large excess of imports
over exports that was required during war years, she
also incurred a war debt to foreign countries amount-
ing at the end of the war to a par value of more than
33 billion francs. Of this the larger share,! techni-
cally known as the political debt, is owed to the

1 Amounting on December 31, 1922, to a par value of more than
29 billion franes.



FRANCE'S PURCHASING POWER 133

treasuries of Great Britain and the United States.
Since France has been making no provision for
interest or amortization charges on this portion of
the debt, it need not enter into a consideration of the
present balance of payments. The rest of the debt
consists largely of bank loans, most of which have
been renewed since the war. On this, interest is
regularly being paid.

Since the war, France has floated abroad various
public, quasi-public, and private loans and credits,
which, together with the renewal of bank loans
extended during the war, aggregate at par of
exchange, more than 7 billion francs on which the
average interest is about 6 per cent. Most of these
loans have been floated in foreign currencies, and
in consequence as the franc decreases in value the
number of franes required to meet the payments
in pounds or dollars increases proportionately. In
1922, the government set aside almost a billion
francs in the state budget to meet the annual
interest charge on its share of this debt. Interest
due from private and municipal corporations on
this account raises the total to well over a billion
franes.! ‘

On the other hand, France has been making some
loans to Poland, Jugo-Slavia, and Belgium, the
principal of which  amounts to about a billion franes,
loans which for the most part eonsist of second-hand
military equipment. And in spite of all efforts on

'In considering the international financial position of France it
should be remembered that France is liable for 22.5 per cent of the
Austrian loan in case the Austrian government defaults.
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the part of the French government to prevent it,
some French capital has been invested abroad in
new securities and new enterprises, and on this some
return is no doubt being received.

Taking the situation as it stands to-day and
assuming no receipts on reparation account and no
payments on the war debts, France has compara-
tively little income from her foreign investments.
A net amount of 200 to 300 million francs may be
considered a liberal estimate. The outright sacri-
fice of securities, the loss of interest on investments
in economically impoverished countries, the neces-
sity of meeting foreign payments on French mu-~
nicipal and industrial securities now owned by
foreigners as well as on government commercial
loans, have combined to reduce by nearly 90 per
cent the net income from investments, which just
before the war amounted to roughly 2 billion francs.!

France still has constderable tncome from services.
French shipping has increased since the war, and
despite the low freight rates the earnings from this
source in 1922 were probably about 700 million pa-
per francs. Revenue from tourist trade has also been
very large. As an offset to the returns received from
this source, however, France has had to pay large

1 While this volume was in proof, an article entitled “La Crise du
Franc,” written by J. Decamps, economic advisor of the Bank of
France, appeared in la Revue de Paris, pp. 202222, March 1, 1924,
M. Decamps’ analysis indicates that our estimates are too favorable
to France, and that instead of a small net income from investments
there was, in 1923, a deficiency. In the Institute’s forthcoming
study on the French international debt situation, full account will
be taken of M, Decamps’s computations,
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amounts to migratory laborers who have come to
her from Switzerland, Belgium, and other near-by
countries. International banking, insurance, and
commission business has doubtless decreased with
the decrease in the volume of international trade.

The following figures (in millions of paper francs)
present a rough estimate of French earnings from
invisible sources in the year 1922:1!

Interest on investments............. 250
Shipping earnings. ................. 700
Banking, insurance and commissions., 100
Tourists. .o ooovvrviiiiinnniinnns, 1,800 2
Total...oovevienersnierenanens 2,850

These figures are expressed in paper francs. In
terms of 1922 gold francs the total would be roughly
1,200 millions, while in terms of pre-war gold values
it would be about 800 millions. This figure may
be compared with an income from invisible sources
in the five years just before the war amounting
to about 2.7 billions. (See p. 131.)

The adverse balance of trade is also greater than
before the war. The following table shows the
imports of commodities and specie for post-war
years as compared with 1913. The figures, like
those for other countries, give a misleading impres-
sion of the volume of the post-war trade of France
as compared with that in 1913. Since we are here

1 Reparations in kind, included in the import figures, were largely
offset in 1922 by expenses of the French armies of occupation. -

# M. Decamps arrives at an estimate of tourist expenditures

almost identical with ours. He does not, however, discuss shipping,
banking, insurance, ete. ;
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interested, however, only in the amounts of the
adverse trade and specie balance these value figures
serve the purpose.

TRADE AND SPECIE BaLance oF France, 1913 anp 1919-1922
(In millions of franes.)

Trade items Bullion and specie | Adverse

trade

Year : : and
Imports{Exports| Net?® [Imports|/Exports| Net® | specie
balance

1913 | 8421 6,880 |- 1,541| 975 | 431 | —544 | 2,085

1919 | 35,799 | 11,880 (—23,919| 176 37 | —139 | 24,058
1920 | 39,905 | 26,895 |—23,010| 214 688 | +474 | 22,536
1921 | 22,068 | 19,773 |— 2,295| 662 874 | 4212 2,083
1922 | 23,901 | 20,642 |— 3,259 125 82 | — 43 3,302,

@ The minus sign indicates an excess of imports; the plus sign an excess of
exporta.

It will be seen that the adverse trade and specie
balance in 1922 was 3,302 million paper francs as
compared with 2,085 million gold francs in 1913.
Before the war the French income from invisible
sources still exceeded the adverse trade balance;
it was considerably less than the adverse trade
balance in 1922. As indicated above, the invisible
credit balance was about 2,850 millions and the
adverse trade and specie balance was'3,300 millions,
leaving an unfavorable balance of approximately
550 millions. These figures are necessarily but
rough approximations; but they reveal essentially
what has happened to the international economic
position of France.
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The chart (fig. 19) shows the percentage relation
of the income from exports of goods and specie
plus invisibles to the value of imports in 1913 and
1922 respectively, the value of imports in each case
being taken as 100 per cent. In 1913 the ratio was
112 to 100. In 1922 it was reduced to about 98
to 100.

The present volume of French earnings from.
invisible sources can expand but slowly. If France
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Fiaure 19.—France’s Repucep Ratio or Exrorts
AND SERVICES TO IMPORTS.

is to improve her external buying power it must be
primarily through an expansion of exports. Whether
France can materially expand her exports relatively
to her imports will depend largely on the general
foreign trade situation which in turn will depend
largely on the extent to which the chaotic con-
ditions in Europe generally are corrected.

3. AppitioNaL CrEDITS.—The French credit posi-
tion since the war has been commonly regarded as
reasonably strong. The known frugality of the
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French. people together with the expectations of
large reparation payments seemed to provide ample
guarantee of French ability to meet any credit
obligations that might be incurred. However, the
recent disillusionment on the reparation question,
the revelation of the weakness of the French fiscal
situation, and the fall of the frane, have served to
shake this confidence. France is accordingly not
in a strong borrowing position at the present time.!
It is true, of course, that some additional credits
might be extended to France, and it is also true that
the sale of French corporate securities, real estate,
etc., might provide considerable revenues with which
to purchase foreign supplies. It is nevertheless
clear that France must very carefully husband her
resources, keep her imports down to minimum re-
quirements, and buy in the cheapest markets pos-
sible. '

III. ITALY IN WORLD MARKETS

Before the Great War the international financial
position of Italy was much inferior to that of either
Germany or France, and Italy was a less important
market for American products. The former coun-
tries were both in the creditor class of nations, while
Italy was in the debtor class. Both Germany and
France, as we have seen, had a considerable income -
due each year from their investments in foreign

1 This paragraph was written in January, 1924. The rigorous

terms on which the Morgan loan of March, 1924, was granted,
clearly support our contentions.
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countries, and neither had a foreign government
debt. Italy, on the other hand, not only had interest
and dividends to pay on foreign capital invested in
private enterprises within Italy, but she also had
payments to make on government loans which she
had secured from other countries. The private bor-
rowings from other countries were for the purpose of
promoting Italian industrial development. The gov-
ernment borrowings were in part for internal devel-
opment and in part for the currency needs of the
country. If it had not been for the large receipts
from the tourist trade and immigrant remittances
Italy’s position would have been very difficult indeed.

1. Gorp AND SiLvER.—During the twenty years
immediately preceding the war Italy’s total imports
of specie exceeded the total exports by 531 million
lire—an average excess of 27 million lire a year.
By five-year averages, the net imports or exports
of specie (in millions of lire) are as follows:

" Net imports (—)
net exports ( +)

1894-1898................ — 4.2
1899-1903................ — 30.4
1904-1908................ —100.0
1909-1913................ + 28.4

While the total gold reserve in Italian banks of
issue has been reduced since 1913 by only a little
over 200 million lire, the note issues have been so
greatly expanded that the reserve ratio of the Italian
banks has fallen from over 60 per cent in 1913 to
about 6 per cent in 1923. Accordingly, Italy can not
make large purchases abroad with gold.
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2, Tee ExportT oF Goops anp ‘‘INVISIBLE”
IncomE.—The trade figures for Italy, covering a
period of sixty years, show only one year in which
exports of commodities exceeded imports. The
deficit in the accounts varied from year to year, but
in general it increased, and increased rapidly. The
figures for the twenty years preceding the war are
shown in the table.

ForeigN TrADE oF ITALy, 1894-1913 *
(Five-year averages, in millions of lire)

"Years Imports Exports Trade deficit
1894-1898 11,2134 1,082.6 130.8
1899-1903 1,692.4 1,416.0 276.4
1904-1908 2,440.2 1,772.2 668.0
1909-1913 3,419.0 2,211.8 1,207.2

* Italia Economica, No. 1 (Pinardi, editor, 1893-99), p. 250, Milan, 1907;
ibid. (Bachi, editor, 1900-13), Turin, 1917.

It will be seen that by five-year averages the
increase in the deficit was a geometric increase, a
fact due partly to the more rapid increase in imports
than in exports, partly to the steady rise in both
 wholesale and retail prices, and partly to a change
in the basis on which the trade statistics were
recorded. The last of the three factors, however,
was of minor importance. '

The following table shows the total deficit in Italy’s
trade and specie accounts that had to be met from
invisible sources of income or with the proceeds of
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new foreign loans. Like the figures above, these are
five-year averages, expressed in millions of lire:

1894-1898.% ... i, 135
1899-1903. ... 'eeeenn. 307
1904-1808. ... o oereenen, 768
1909-1913. ..ot 1,179

Ttalian income from invisible sources was not suf-
ficient to cover the trade and specie deficits.! While
the data with reference to Italian income from the
various invisible accounts are not all that might be
desired, rough estimates are nevertheless available.

Among the invisible sources of income, emigrant
remittances and the income from the tourist trade
were most important. It has been estimated that
just prior to the war the annual income from emigrant
remittances and miscellaneous sums including the
income from abroad of foreign residents in Italy
amounted to about 650 million lire; and from the
tourist trade about 450 millions; making a total
from these sources of approximately 1,100 million
lire. Shipping and other sources yielded perhaps
another 75 million lire.

As an offset against this 1,175 millions of income,
Italy owed interest and dividends to foreigners.
While Italy had some investments abroad the
interest due on this account was considerably less
than the sums owing to foreigners on investments

! For the sources from which the following data and conclusions
are drawn the reader is referred to a forthcoming publication
of the Institute of Economics on “Italy’s International Economic
Position.”
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in Italy. It has been estimated that the net outlay
for interest and dividends amounted just prior to
the war to something like 115 to 135 million lire
annually. Thus when a balance is struck in the
invisible accounts, it appears that Italy had a net
annual income from these sources of about 1,050
million lire, an amount insufficient to meet the
annual deficit in her trade and specie accounts.
The difference had to be financed by new foreign
borrowings.

During and since the war Italys foreign debt
has been greatly increased. For the war years,
19141918, the Italian trade statistics show that total.
imports of commodities exceeded total exports
by 34,641 million lire. Figures for the bullion and
specie movement are published for only three of the
five war years, but the specie balance is of relatively
little importance in comparison with the trade
balance, the excess of specie imports over specie
exports for the three years 1914-1916 amounting
to only 20 million lire. On the whole, therefore,
there were imports amounting to about 34.7 billion
lire that had to be paid for in some other way than
by exports.

Possibly 5 billions of this were met by income from
the “invisibles.” This assumes that on the average
the expenditures of foreign soldiers and of other for-

_eigners traveling in Italy in the service of foreign
governments made up for losses in emigrant remit-
tances and in the regular tourist trade, and that the
interest due on pre-war obligations remained about
the same as formerly. To cover a large part of the
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remaining deficit of 29 or 30 billion lire, Italy bor-
rowed from foreign countries sums that aggregate,
at par, about 19 billion lire, but which, because of
the depreciation of the lire at the time these debts
were contracted, yielded Italy something like 28
billion lire. The remaining billion or so of deficit
was met partly by the sale of Italian-owned foreign
securities, partly by the sale to foreigners of Italian
securities, and partly by short-time commercial
credits extended by foreigners to Italian customers.
Because of deficits in her international accounts
since the war, the foreign debt of Italy is somewhat
larger now than it was at the end of 1918.

At the present time, as in the pre-war period,
Italy’s important sources of invisible income are the
tourist trade and emigrant- remittances. It has
been ‘estimated that in 1922 these together yielded
something like 5.5 billion paper lire. The income
from shipping and other sources is estimated at
about 300 million paper lire, net. The net interest
obligation owing to foreigners is estimated at 350
to 400 million paper lire, not counting interest on
the government war debt, which is not being met.
The net income is therefore about 5.4 billion. paper
lire.

The trade deficit to be covered has meanwhile
been enormously increased. No data have been
published concerning the movements of specie since
the war, but such movements are known to have been

1 Ttaly received in 1922 about 440 million lire of reparation pay-
ments in kind. Since this item is not included in the import figures,
it should not be added to the invisible income,
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of negligible importance. The official trade figures
follow: '

ForeiGN TraDE oF ITaLy, 1913 anp 1919-1922

(In millions of paper lire)

Years Imports Exports Trade deficit
1913 3,646 2,511 1,135
1919 16,823 6,066 10,757
1920 . 26,821 11,774 15,047
1921 17,226 8,275 8,951
1922 15,728 9,292 l 6,436

In 1922 the trade deficit was a little more than
6.4 billion lire,.the smallest deficit for any year since
" the war. Against this was a net income from the
invisible items of something like 5.4 billion lire.
The remaining billion lire had to be met by new
foreign borrowing, thus increasing the interest obli-
gations to be met in subsequent years.

The chart (fig. 20) shows the percentage rela-
tion of the income from exports of goods and
specie and from services to the value of imports in
1913 and 1922, respectively, the value of imports
being taken in each case as 100 per cent. In 1913
the ratio was 99 to 100. In 1922 it was about 94
to 100.

There is little reason to believe that the present
volume of Italian income from the tourist trade and
from emigrant remittances will in the near future
show any considerable increase. Italy can improve
her external buying power only by expanding
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exports. Heroic efforts have, in fact, been made
by the Italian government during the past year
or so to expand exports; but the purpose of such
expansion has not been to enable Italy to increase
her imports. On the contrary, the government
has made even greater efforts to increase the pro-
duction of foodstuffs with a view to curtailing
imports and thereby lessening the trade deficit.
Italy’s balance of payments problem requires for

0 25 O 100
Percentage ratio of exports and services o imports

Figure 20.—IraLy’s REpucep Ratio or ExrorTs
AND SERVICES TO IMPORTS.

its solution both an expansion of exports and a cur-
tailment of imports to as great a degree as possible.
Thus, even if exports should expand, there is small
reason to believe that Italy will use her proceeds
therefrom to increase her consumption of foreign
goods. Only to the degree that the expansion of
exports requires additional imports of raw materials
will Italian imports be expanded.

3. AppiTioNAL CRrEpITs.—From the foregoing
analysis it is clear that Italy has been a practically
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continuous borrower in foreign markets. The increase
in interest obligations, together with the huge trade
deficit, has rendered Italy’s credit position compara-
tively weak. While, as in the case of France, some
additional loans might be procured, and while the
sale of Italian securities, real estate, etec., might
for a time provide considerable revenues with which
to buy additional foreign goods, it is perfectly clear
that the Italian government’s policy of endeavoring
to avoid further foreign borrowing is fundamentally
sound.

IV. OTHER “ CONSUMING " COUNTRIES

The situation in Germany, France, and Italy is
more or less typical of all of the industrial or con-
suming nations of the European continent. A few
words of general comment must, therefore, -suffice
for the rest of the Continental nations. ‘ )

The Scandinavian countries (Norway, Sweden,
and Denmark) are in large measure self-sufficing so
far as foodstuffs and raw materials are concerned,
and are therefore of relatively minor importance as
consumers of the surplus products of agricultural
countries. So far as the gold and bank-reserve
problem is concerned, these countries are in a sound
enough position. Their trade, however, is closely
linked with that of the belligerent countries of Eu-
rope and has suffered materially as a result of the
general disorganization. As measured by export-
trade figures converted to a 1913 gold-price basis
their actual power to purchase imports is now some-
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what below that of pre-war years. Sweden is
in a distinctly more favorable situation than her
neighbors. '

The trade of Belgium and the Netherlands,
sometimes referred to as the transit countries, has
suffered much more severely than that of the
Scandinavian nations.” In terms of pre-war prices,
the export-trade of Belgium in 1922 was 50 per cent
below the 1913 level, while that of the Netherlands
was reduced by more than 60 per éent. The situa-
tion in the Netherlands is particularly interesting in
view of the fact that that country accumulated very
large supplies of gold during the war period and now
has reserves almost four times as large as in 1913.

The situation in Switzerland and Spain is similar
to that in the Seandinavian countries. Swiss exports
have held up well, though in terms of pre-war gold
prices the figures of 1922 are slightly below those of
1913. The purchasing power of Spain, as measured
by exports, has been reduced somewhat more than
has that of Switzerland. These countries, like the
other ‘“‘neutral” nations, have abundant quantities
of gold. Their difficulties are rooted in the general
European trade situation.

All that needs to be said with regard to Austria is
that notwithstanding the recent marked improve-
ment resulting from the international loan under the
administration of the League of Nations, the pur-
chasing power of that country is still at a low ebb.

So far as income derived from invisible sources is
concerned, it is only necessary to point out at this
place that for these nations it has decreased rather
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than increased as compared with pre-war years.
On the whole, those countries whose invisible income
is largely derived from the tourist trade and from
emigrant remittances have fared comparatively
well, while those countries whose chief sources of
income were interest on foreign investments and
earnings from shipping have fared badly.

V. GREAT BRITAIN’S ABILITY TO BUY

Great Britain, as the statistics in the preceding
chapters of this study reveal, was before the war by
far the most important European market for
American foodstuffs and raw materials. Therefore
even though Continental buying power has been
greatly reduced as a result of the war, may it not
still be true that, in consequence of the strength of
England’s position, the total purchasing power of
Europe may yet compare favorably with pre-war
years? We have left the discussion of Great
Britain’s ability to buy to the last, in part because
Great Britain is our most important European cus-
tomer, and also because the future buying capacity
‘of Great Britain can be more accurately appraised
in the light of the preceding discussion of the buying
power of the continental countries that comprise
Britain’s principal markets.

1. GoLp anD SiLver.—Like Germany, France, and
Italy, Great Britain is not a producer of gold and
silver, and she therefore has to exchange commodity
exports for imports of the precious metals. The
fact that British colonies produce the precious
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metals in no wise effects the British specie problem.
Imports of gold and silver from South Africa have
- to be paid for by Great Britain just as do imports
of gold and silver from the United States, for the
people of the colonies do not furnish either gold or
other goods to the people of the mother country free.

From 1894 to 1913 Great Britain’s net imports of
bullion and specie were as follows, in five-year
averages in millions of pounds sterling:

1804-1898......... ... 5.0
1899-1903. ...l 5.8
1904-1908............coviviiinninn, 1.2
1909-1913......ove it 7.1

As a result of the war and succeeding years the
British bank-reserve position has been very greatly
weakened. While it is possible that Great Britain
might part with some additional gold for the pur-
chase of foodstuffs and raw materials, the result
would be a further weakening of the British monetary
position, something which should be avoided at
almost any cost. It is recognized that if currency
stability and a return to exchange parity is to be
effected Great Britain must conserve, if not increase,
her supply of gold.

2. Tae ExrorT OF Goops anD “INVIsiBLE”
IncoME.—British exports and imports of commod-
ities for a twenty-year period before the war are
shown by the table on page 150.

The figures in the final column indicate the volume
of imports that had to be paid for by means other
than by exports. If we add to these trade deficits
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ForeiGN TRADE oF GREAT Britain, 1894-1913
(Five-year averages, in millions of pounds sterling)

Years Imports Exports Trade deficit
1894-1898 437.6 288.8 149.4
1899-1903 -+ 520.2 348.2 172.0
19041908 592.5 442.7 149.8
1909-1913 699.3 558.8 140.5

the average net imports of specie during the years in
question, we derive the following total imports of
goods and specie that were not paid for with the
proceeds from exports, and that hence had to be
met with the income from ‘‘invisible” accounts.
The figures are five-year averages in millions of
pounds sterling. :

1894-1898.......cooiiiii i 154.4
1899-1903......ccvviiiiiiiiieat 177.8
1904-1908.... ..ot 151.0
1909-1913.... ... v iiiiiiit 147.6

Fortunately the British data with reference to
foreign investments, shipping, banking, and other
service earnings are much more adequate than those
for Germany. The amount of net income derived
from invisible items is below set off against the
adverse trade and specie balance.

It will be seen from this table that Great Britain
annually derived from the invisible accounts a larger
income than was required to pay for the excess of
imports not covered by exports. The balance went
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to enlarge Great Britain’s foreign investments, thus
expanding her annual income in the form of interest.

Bavance oF PaYMENTS OF GREAT BRITAIN, 1894-1913 *

(Five-year averages, in millions of pounds sterling)

Favorable Adverse trade Net balance
Years invisible and specie in favor of
balance balance Great Britain
1894-1898 181.1 154.4 26.7
1899-1903 198.9 177.8 21.1
1904-1908 243.9 151.0 92.9
1909-1913 309.1 147.6 161.5

* These data, 8s well as those in other tables have been compiled from a
variety of sources. The detailed referencea and the method used in computing
the various items will be fully lained in a forth blication of the
Institute of Economics on ‘' Great Britain’s Int fonal E jc Problem.”

During the war Great Britain’s international trade
and financial situation underwent important changes.
In addition to the loss of gold, previously mentioned.
it was necessary to sacrifice a very considerable
volume of foreign investments. At the same time,
trade and shipping and other services were more or |
less disorganized.

During the war period the British government
became both a. borrower and a lender in inter-
national markets—a borrower in the United States
and a lender to her continental allies. Since the
war she has considerably reduced her own external
debt. On the credit side, the debts due her by
other nations have been only very slightly reduced,
and the effects of these reductions have been offset



152 AGRICULTURE AND THE EUROPEAN MARKET

by the fact that Great Britain has granted to other
nations some additional loans for relief and recon-
struction. As a result of these various operations
the external debt of the British government on March
31, 1923 amounted to 1,156 million pounds sterling,!
while the foreign loans due the government on the
same date (principal and . interest) amounted to
2,097 million pounds.

Now the significant fact to be taken into considera-
tion is that while Great Britain is at present meeting
interest and amortization charges on the British
government debt to the United States, she is receiv-
ing practically nothing on account of the govern-
ment debts owed to her by continental countries,
nor is she likely to receive anything for many years
to come. Accordingly, Great Britain does not
follow the continental practice of including these
claims in current budgets. So far as the present
and near future is concerned, we must accordingly
omit from the picture the continental debts owed
to the British government.

The following figures, therefore, represent only
the net realizable income from each of the invisible
items.

It should be pointed out that the figures of net
income received on account of interest on foreign
investments represent the total interest income
from both private and public foreign loans and
investments, less the interest paid by the British

1 The foreign debt of the British government is practically all due
to the United States, and was contracted in terms of dollars. Con-
version to pounds sterling has been made at par of exchange.
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INvisiBLE INCOME OF GREAT BRITAIN

(In millions of pounds sterling)

Interest on Shippin Banking, | Miscel-
Year | foreign’ PPINE | insurance, | Ianeous Total

investments| *°B% | ete, items

1913 200 100 35 5 340

1920 120 340 | 40 5 505
1921 130 85 30 | ...... 245
1922 140 90 30 | ...... 260

government and by British citizens on government
and private debts abroad. This net interest income
was greatly decreased as a result of war and post-
war transactions.

1. The total of Great Britain’s foreign invest-
ments at the end of the war was considerably less
than it was in 1913. It has been estimated that
about 623 million pounds sterling of first class
securities were requisitioned and sold by the
Treasury, and that an additional 150 to 160 million
pounds ! may be written off as lost invest;nents in
belligerent countries. In addition to this there
was, of course, a considerable sale of securities
on private account—not included in the above
estimates.

2. During the years 1920, 1921 and 1922, the

! Board of Trade Journal, p. 385, March 29, 1923, checked by
Sir George M. Paish’s classification of Great Britain’s foreign invest-
ments in 1913, according to their geographical distribution.—
Transactions Manchester Statistical Sociely, February, 1914.
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British government made large payments tc foreign
creditors on account of both interest and principal.
The funds were in part derived from the sacrifice
of securities which had been given as collateral for
war borrowings. These payments, it may be ob-
served, have nothing to do with the war debt fund-
ing agreement with the United States, which did not
go into effect until December, 1923.

Shipping earnings in 1922 were also less than in
the years just before the war. In 1919 and 1920
the income from shipping far outweighed all other
invisible items put together. In 1921, however,
there was & great slump in shipping, both in the
volume of trade carried and in freight rates, and
while 1922 saw some increase in the volume of ship-
ping required, competition continued to drive the
rates still lower, with the net result that the income
from shipping was increased only slightly over that
for 1921.

Turning now to the trade figures, we find some
important changes in them as well as in the invisible
items. The table on page 155 shows the imports and
exports of commodities and specie for war years as
compared with 1913:

Taking the figures as they stand, it woula appear
that both the export and the import trade of Great
Britain have expanded since 1913. Allowance must,
however, be made for the change in the prices of
imported and exported commodities since 1913,
and when this is taken into consideration the fact
emerges that there was a considerable shrinkage in
the volume of both imports and exports. The 1922
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TRADE AND SPECIE BALANCE oF GRrEAT BriTalN, 1913 AND

19201923
(In millions of pounds sterling)
" Trade items Bullion and specie  |Adverse
i trade
Year . and
Imports [Exports| Net® |Imports|Exports| Net? | specie
balance

1913 1 768.7| 634.8 —133.9| 74.0 | 62.2 | ~11.8| 145.7

1920 | 1,932.6 |1,557.2| —375.4| 60.6 | 104.1 | +43.5] 331.9
1921 {1,085.5| 810.3| —275.2| 59.9 | 71.4 { -11.5( 263.7
1922 | 1,003.9 | 824.3| —179.6] 44.6 | 58.1 | 413.5( 166.1

% The minus sign indicates an excess of imports; the plus gign, an excess of
exports,

trade figures ! given below are converted to a 1913
price basis in order to permit comparisons between
the volume of trade in the two years. The figures
are in millions of pounds sterling.

1913 1922
Imports........ccovvvuues 768.7 659.4
ExXports........cciveeaaen 634.8 451.2

It is important to point out at this place that the
price advance of foodstuffs and raw materials, which
constitute Great Britain’s principal imports, has not
been as great since 1913 as the rise in the prices of
manufactured goods, which constitute Great Brit-
ain’s principal exports. Concretely, the index num-

!For details with regard to this conversion, see the Board of
Trade Journal, pp. 122-123, Jan. 25, 1922.
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ber for imports in 1922 was 152 (1913 prices being
taken as 100), while the index number for exports
was 199.! In consequence, a given volume of exports
in 1922 bought a larger volume of imports than in
1913. This factor in the situation during the last
two years has been of material importance in
enabling Great Britain to maintain her volume of
import purchases.?

The chart (fig. 21) indicates the percentage
ratio of the proceeds from the export trade and

| ) , : { ;
0 25 50 5 100 125
Percenttage ratio of exports and services to imports

* Figure 21.—GreaT BriTamn’s REpUcED RATIO OF EXPORTS
AND SERVICES TO IMPORTS.

the invisible accounts to the value of imported
goods in 1922 and 1913 respectively. It will be
seen that in 1913 the income from the export of

1 The index number for reexports, which constituted about 12.6
per cent of total exports, was 116.

2 This same price situation applies more or less in the same way to
the continental countries. But since satisfactory index numbers
of the prices of exports and imports are not available for these
countries, no account was taken above of this situation in the dis-
cussion of their trade.
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goods and specie plus that from services was 23
per cent in excess of the cost of imports. In 1922,
it was 9 per cent greater. Even with the price
changes working strongly in her favor and with
the volume of imports materially decreased, Great
Britain found it much more difficult in 1922 to pay
for imports than she did in 1913.

Great Britain still has a net favorable balance of
payments. Notwithstanding the vast changes in
international trade and financial operations during
the war and succeeding years, Great Britain still
derives a net income from her international trade
and financial operations. The following table shows
the balance of payments in 1913 and in the years
1920, 1921, and 1922:

BavancE oOF PaymenTs, 1913 anp 1920-1922

(In millions of pounds sterling)
Unfavorable- Favorable Net balance
Year trade and specie invisible in favor of
balance balance Great Brit:_:.in
1013 146 340 194
1920 332 505 173
1921 264 245 619
1922 166 260 94

@ Unfavorable balance of payments.

This means that Great Britain in 1922 had
a little over 400 million dollars of international
income which was not used in buying imports.
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This sum was availahle either for the purpose
of expanding imports from abroad or in building
up additional foreign investments, thereby increas-
ing future interest income and thus strengthening
her international trade position.

Great Britain’s income either from interest or
from other invisible items is not likely to increase
rapidly in the near future. As things now stand,
the total of foreign investments and hence the
interest income can expand but slowly at best.
While the foreign-debt payments made in 1920-
1922 cleared up all of her miscellaneous out-
standing obligations except a debt to Canada,! the
enormous war debt to the United States still remains.
The annual interest and amortization payments
due on this debt, according to the funding agree-
ment of 1922, vary from 160 to 185 million dollars.
If exchange rates were at par this would mean from
33 to 38 million pounds. With the average rates
prevailing in 1923, it means about 35 to 40 million
pounds. Shipping and other earnings may increase
slowly, depending, however, on the general state
of world trade and finance. The same thing holds

. true of British exports.

In considering Great Britain’s purchasing capacity
during the next few years one needs to bear in mind
the existence of large foreign investments. In case
of dire need, Great Britain can sacrifice foreign
investments for the purchase of necessary raw
materials and foodstuffs. That is to say, if during

1 This she has agreed to repay at the rate of 5 million dollars
monthly until it is extinguished.
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the next few years the ipcome from the export
trade, from shipping and other services, and from
interest on foreign investments, should prove inade-
quate to pay for necessary food and raw materials,
and to meet the interest on the debt to the United
States, the British nation could, by sacrificing some
of her existing foreign investments, make up the
deficiency. In this respect Great Britain’s situation
is very different from that of Germany.

Assuming that Great Britain’s export trade is not
too severely crippled by the demoralization of con-
tinental economic conditions, it is clear that she ean
for some years maintain her present import trade.
Indeed, she could even increase it if she were to
sacrifice foreign investments for the purpose. It
remains to be noted that if the worst came to the
worst, Great Britain might also purchase foreign
goods through the proceeds of the'sale to foreign
buyers of paper pounds, corporate securities, real
estate, etc. For instance, there are a large number
of castles still remaining in England which might
find favor in the eyes of the American financial
aristocracy. Altogether, therefore, it is evident that
by hook or by crook Great Britain can continue for.
some time to come to pay for necessary food and raw
materials. ' '

3. ApprrioNaL CreDITS.—It remains to be noted
that Great Britain is in a relatively favorable credit
position. With a net favorable balance in her inter-
national accounts available for paying interest on
new loans, there should be no difficulty in case of
need in floating British securities in foreign markets.
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Hence, Great Britain might maintain or even ex-
pand her imports of food and raw materials within
the next few years by a resort to credit.

It must be pointed out, however, that Great
Britain’s credit position would be very rapidly
weakened if the methods of financing imports sug-
gested in the preceding paragraphs were employed.
The liquidation of present foreign holdings, or the
sale of paper pounds, domestic securities, castles,
ete., would directly lessen Great Britain’s income
from the invisible accounts and undermine her whole
trade and financial position. It is out of regard for
considerations such as these that Great Britain will
steadfastly refuse to part with her capital resources
so long as there is any other possible method of
financing import requirements.

If one might assume that continental markets for
British exports would show no further decline, one
might fairly conclude that Great Britain’s imports of
foodstuffs and raw materials would be at least majin-
tained at the present level. Great Britain’s future
is therefore very closely linked with that of Con-
tinental countries. In the light of the data pre-
sented in preceding pages with reference to the
leading countries of Europe, one must conclude that
so far as the next few years are concerned, the
prospect of an expansion of British sales on the
Continent is not favorable,



CHAPTER VI
WHAT DETERMINES WHERE EUROPE WILL BUY?

We have shown in Chapter V that the several sec-
tions of Europe to which we normally look for an
agricultural market have in prospect but a limited
power, as compared with that of 1913, to purchase in
outside markets. Naturally this limited purchasing
power will be husbanded as carefully as may be, in
order that these scanty means shall go as far as
possible toward maintaining life and restoring the
industry of the several countries. The question
which concerns the American farmer in the face of
these circumstances is this: Can Europe produce her
own agricultural supplies or draw them from South
America, Australia, Asia, Africa, or Canada more
advantageously than she could import them from
the United States? What are the factors which will
bring European buyers to our markets or repel them
from us?

Obviously, the export and import of agricultural
products is but one segment of the whole complex
international trade system. Its magnitude and
direction are inextricably interwoven with other
strands in the economie life of the world. European
nations will restore, enlarge, maintain, decrease, or
abandon trade relations with our farming industry

: 161
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only as they find their greatest net relative advantage
to lie in one or another of these courses. In Part I
we have stressed the fact that European dependence
on the American farm market was by no means
absolute, but was, on the contrary, relative to the
development of domestic or competing foreign
sources of supply, relative price levels, and com-
plementary trade movements. Before passing on to
analyze the factors attracting Europe to our agricul-
tural market in the future or keeping her away from
it, we shall in the present chapter examine some of
the chief elements which enter into such commercial
choices. ' » :

It might seem that the question of what determines
a nation’s choice of markets could be dismissed by the
bald statement that importing countries buy where
-a surplus exists or, if there are several surplus-
producing countries, in that one where the product
is cheapest. A second thought, however, reveals the
fact that the term “surplus” is but a vague and
relative one. The line above which the so-called
surplus is to be reckoned itself depends upon the
price level and the purchasing power of the domestic
population. The high standard of living in the
United States, both urban and rural, tends to make
our export surplus less in proportion to per capita
production than in countries where the poverty of a
peasant population forces it to sell that which is
really needed for its own proper sustenance. As
we shall see in Chapter VII, the commercial surplus
in Central Europe has in some cases fallen off when
the exactions of the big landowner were removed
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through land-tenure reform. In Russia and Poland
a surplus has been created by the system of paying
taxes in grain,

Likewise, the ascertainment of which of several
possible sources of supply is in fact the cheapest,
all things considered, depends on much more than
the mere price per pound or bushel as displayed in
the market place. Infact, there are not less than six
elements that enter into the problem of where the
European import nations can most advantageously
supply their needs. These six factors are initial
cost, transportation charges, reciprocal trade facili-
ties, foreign exchange rates, trade terms, and the
possibilities of home supply.

First, of course, will be the question of inifial cost
or market price in one country as compared with
another. The American farmer’s problem is, ‘“ Will
my chance at the European market be poor because
other countries are supplying similar products at
prices less than my cost of production?’ In the
main the answer to this question is in the affirmative.
As has been pointed out in earlier portions of - this
book, the United States has now carried her agricul-
tural development to a stage where costs of produc-
ing the marginal portion of our present volume of
product run higher than similar costs in newer coun-
tries. The lower capitalization of their lands and in
some of them the cheaper labor supply doubtless
contribute to the relative advantage of these com-
petitors of our farmers. At all events we are finding
that there are enough other producers abroad willing
to supply Europe at or below our present level of
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prices to prevent this level from rising high enough
to earn current charges on land here and to maintain
what we consider an American standard of living.
Stated from the buyer’s point of view, Europe would
be lost if she were dependent entirely on the United
States and had to pay these rents and wages for the
whole of her food imports.!

Initial cost, however, is not the final determinant
of whether the import buyer will make his purchases
here or elsewhere. He is concerned with final costs
laid down in the consuming market. The second
element in his considerations, therefore, is franspor-
tation charges. In this regard the United States
(see Chapter IT) gained a relative advantage during
the war at the expense of more distant lands.
To-day, ocean freight rates are down and rail rates
remain high, thus working to the disadvantage of a
country of long interior distances, even though it has
a shorter ocean distance from Europe than India or
Australia. Even Argentina enjoys a rate on wheat
which is from 3 to 11 cents per bushel lower to
Liverpool than the rate from the wheat fields of the
United States, primarily because of the greater near-
ness of her wheat area to the seaboard.?

1Tt will doubtless occur to the reader that cotton is an exception
to the above statement. This is largely true, and the cotton situa-~
tion is discussed in some detail in later chapters. The point is, of
course, that other sources of supply are of minor importance, and
hence the European spinner must come here, even though the boll
weevil and the negro labor problem force costs to a high figure.
Users curtail their consumption to bring it into adjustment with the
high cost, but at the same time are stimulated by these high prices
to seek to develop other sources of supply.

2 Weather, Crops and Markets, vol. 4, no. 22, p. 588. This lower
freight rate is somewhat counteracted by high handling charges.
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The third element in the choice of buying markets’
concerns the possibilities of reciprocal trade. If the
prospective buyer is the producer of an export sur-
plus of some product, manufactured or otherwise,
desired in the agricultural country, direct exchange
is possible. Two-way cargoes can be furnishéd to the
carrying vessels, direct banking connections facilitate
settlement, and foreign exchange relations are re-
duced to their simplest and most favorable terms. In
the absence of such reciprocal trade it is quite true
that commercial relations may be built up in such
& way as to move around the three sides of a trade
triangle or even a trade polygon with almost any
pumber of sides. However, it will hardly be denied
that the existence of a directly complementary
export-import exchange considerably facilitates the
trade. For example, the fact that Argentina does
not produce a home supply of the industrial products
in whose manufacture Great Britain excels puts her
in a more favorable position to dispose of her
agricultural products in the British market than the
position now occupied by the United States, whose
people are themselves exporters of textile and
metallurgical products in direct competition with
Great Britain. Argentina could not conveniently
complete an indirect transaction by taking manu-
factures from England and sending agricultural
products to the United States, since with our agri-
cultural surplus we are not in a positior either to
accept such agricultural products from her nor to
carry coals to Newcastle by disposing of our manu-
factures in the British market. :
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It is an axiom of the trading world that where a
country buys it is likely to find & favorable place to
sell, or conversely that one of the best ways of expand-
ing a selling market is by buying the goods offered
in that country. The more highly developed the
organization of international commerce and the more
perfectly adjusted the world’s financial machinery,
the less the merit of direct as compared with round-
about trade. But under to-day’s disorganized con-
ditions it has practical significance, particularly in
those countries the demoralization of whose currency
has broken down their machinery for international
settlement. Such countries find that the primitive
types of barter to which they are now forced to
resort can be carried on only by direct negotiation,
and for its success a strictly complementary demand
is necessary. This is clearly illustrated in the com-
mercial relations of Russia and the nations of Central
Europe. .

In addition to the ordinary factors of surplus
production and consumptive demand which direct
trade into one channel or another, there are the
special barriers or inducements set up in the way
of tariff restrictions, export bounties, or, in extreme
cases, complete embargoes. Two significant phases
of the matter may be mentioned for illustration.
Several of the countries of Central Europe immedi-
ately following the war held exaggerated notions
that “self-determination” could advantageously
be coupled with self-sufficiency. Experience is
teaching the necessity for more liberal trade policies,
and numerous reductions in such tariffs have been
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made, looking particularly to a more easy and
natural interchange between the industrial and
near-by agricultural areas of Europe. Even Great
Britain in 1923 had a considerable movement
toward protectionism with ‘‘imperial preference”
which, if it had gone through or if it should be
revived would doubtless tend to lessen our agri-
cultural market there and to foster imports from
Canada, Australasia, and India.!

Our own position in the matter is expressed in a
protective tariff which, on the one hand, impedes
the entrance of European manufactures in pay-
ment for our farm produce and on the other puts
up the bars against wheat and cattle from Canada,
corn and beef from Argentina, eggs from China,
butter from Denmark, and wool from Australia.
The latter duties tend to keep prices of farm products
lower in these surplus countries than in the United
States and thus to attract European trade thither.
They likewise check three (or more) cornered trades
by which exports of wheat from the United States
might ultimately be paid for by imports into
America of Australian wool or Argentine corn.
We are not arguing whether the country as‘a whole
is better off with or without these duties, but
merely pointing out that they do have a very real
bearing on the choice of markets in which importers

! This is not to imply, of course, that even Mr. Baldwin’s policies
contemplated import duties on food supplies entering England.
However, any measures tending to stimulate a market for British
exports in her overseas domains would naturally facilitate the
purchase by her of agricultural products in these buying countries,
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will buy. That Europeans view the matter in this
light is indicated in frequent utterances in their
periodicals. For instance:

American wheat is at present selling at a price below cost
of production, and exports have fallen from 208 million
bushels in the fiscal year ended June 30, 1922, to 155 mil-
lions in the corresponding period of 1923. Similarly,
* corn exports have fallen from 176 millions to 94 millions.
This decline in foreign markets is due to the revival of
agriculture in Europe, the rapidity of which was acceler-
ated by the inability of European manufacturers to dispose
of their goods in the United States owing to the high
tariff wall, and to establish in that country the credits
necessary for the purchase of American grain. . . . Cot~
ton has also followed the same path. American export
sales of raw cotton, of which Germany in normal times
took over one-quarter, fell from 6,542,000 bales to about
5,066,000 bales. Not only did Germany’s purchases of
cotton decline from 1,688,298 bales?! to 916,727 bales, or
about 46 per cent, but France bought less and so did
England; the latter country taking only about 1,369,000
bales as compared with 1,766,000 bales. Internal trou-
bles and the operation of the American tariff have thus
tended to restrict Europe’s purchasing power in the
American markets.? ’

1 Evidently an error, as our Summary of Commerce and Finance
gives 1,588,298 bales. Using the latter figure, the decline would be
42 per cent instead of 46 per cent as stated in the quotation.

2 The Statist, p. 644, Nov. 10, 1923: In this connection it is
interesting also to get the point of view of the committee of the
Anmerican Farm Bureau Federation, which went abroad in November,
1923, to study the European situation as it relates to the American
farmer. Their spokesman reported at the annual convention on
December 10, 1923, as follows: ‘“But whether for barter or for
money there are serious obstacles to the full and necessary develop-
ment of international trade that are of gratuitous American making.
Our tariff laws are in many instances prohibitive rather than pro-
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Foreign exchange rates constitute a fourth factor
in the choice of markets. In the present state of the
world’s trade they operate in the main to pull cus-
tomers strongly away from our market. Under
ordinary conditions of peace-time trade the foreign
exhange rate moves above or below the ‘“par of
exchange” only by the small amount which covers
the cost of shipping gold from one country to
another. But during and since the war the balance
of payments due us has been so heavy that European
nations have not been able to meet all their obli-
gations abroad by shipping specie, even though they
parted with gold in quantities so great as to weaken
their reserves at home. This loss of gold reserves
together with the expansion of bank notes and
currency obligations in Europe has greatly depre-
ciated their money (no longer on the gold standard)
in terms of the American dollar and seriously
increased the difficulties of further purchases here.

Such depreciation is least in Great Britain, as
indicated by an exchange rate of $4.241 (Jan. 15,
1924), par being $4.867. In France it is bad and

tective. They make it impossible for foreign countries to sell to us
and therefore impossible for them to buy from us. - International
trade is literally a trade, an exchange. If there is nothing that we
can take in exchange for what we offer there is no trade. Nations
can not buy without selling. We need tariff laws that are designed
to equalize competition and not prevent it. Tariffs dictated by
greed bear heavily on our farmers for they increase their cost factors
and impede the sale of their products. The American Farm Bureau
Federation has defined its position on this subject and it should
resolutely press for the adoption of the principle of nonpolitical
tariffs adjusted so as to compensate for differences in labor costs
here and abroad.”
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growing worse, the quotation for francs being 4.43
cents (Jan. 15, 1924) as against a par of 19.3 cents.
The quotation of German marks ceased in Novem-
ber, 1923, when depreciation had progressed to a
point where an exchange rate was utterly mean-
ingless.! With these depreciated exchange rates
in Europe it becomes necessary for France, if she
is to buy in the United States, to offer about 43
francs for what could be bought for one franc at
par, and even Britain must give a pound and nearly
three shillings for $4.87 worth of our goods. Since .
prices abroad have not risen as fast as exchange has
fallen the high cost of goods bought here is not
completely offset by an equally high resale price in
Europe.

In contrast to this situation, other nations, such
as our South American competitors, are in a posi-
tion to balance their ordinary trade more readily
than we by reason of their relatively greater ability
" to absorb European manufactures and likewise do
not have their exchange rates driven up by the need
of debt settlements. Furthermore, Argentine cur-
rency, for example, is itself depreciated in terms

1 The tendency to keep European exchanges low and to retard the
return to a gold basis is still further accentuated by the existence in
Europe of large government debts owing to the United States. To
be sure Great Britain and Finland are the only ones of our European
borrowers who have thus far made any actual payments on these
debts. But the purchase of exchange in preparation’ for every
such settlement forces the New York rate up (or the European
rate down) and renders the purchase of our farm products for
export all the more difficult. As long as these European debts
remain and just in proportion as payment upon them is made, this
difficulty will continue. '
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of New York exchange, thereby further facilitating
commercial transactions with the depreciated cur-
rency countries of Europe. Since two countries,
both suffering from depreciation, are able to keep
their foreign exchanges in more normal relationship -
than can a depreciated-currency country and a
country on a strictly gold basis like the United
States, it is evident that this force tends distinctly
to facilitate and promote trading between the sur-
plus and deficit areas of Central Europe rather than
with us. For example, Germany can (as far as
supplies exist) trade with her equally bankrupt
neighbor, Russia, on much more even terms than
with high-exchange America. The views of an
actual importer approaching this problem from the
British angle are set forth in the following quotation:

The English pound sterling is still recognized as a reliable
token of value, because, in the first place, it is in the main
secured by gold, and the portion which is unprotected by
gold rests on the taxable resources of a country solvent
up to the present. Before the war, the pound sterling
was usually worth about 20 shillings sixpence in New York.
To-day it is worth 18 shillings eightpence in New York
and about 19 shillings twopence in Montreal. This
country buys grain in New York and Montreal, and by
a well-known law of economics, when any country has a '
perpetual exportable surplus, the price realized for the
exportable surplus determines the home  price. But
India has usually a surplus of wheat to export. Argentina
has always a surplus, and Australia, except at.very rare
droughty intervals, also has a surplus. At the present
time, those three countries are all exporters. The pound
sterling is to-day worth 1 pound 10 shillings in Calcutta
and 1 pound 4 shillings sixpence in Buenos Aires. It is
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usually at a premium in' Melbourne, but to-day the
Melbourne value is about 19 shillings ninepence.

Only to quote those figures shows what a disadvan-
tageous position America occupies as an exporter of wheat
and flour. In this connection it is worth remembering
that when the pound sterling at its worst went to something
between 14 and 15 shillings in New York, it was worth
21 shillings in Melbourne. It was that great advantage
which gave Australia its first grip on the flour trade in the
United Kingdom, and the fine quality of Australian flour
has enabled Australian millers to hold a large share of
the British trade.!

A fifth consideration governing choice of a market
concerns irade terms. The seller who can give the
longest credit, lowest interest, and best services will
be the one preferred. In this regard the United
States is now in a strong position. In fact no small
part of the trade we have thus far kept up has been
due to our ability and willingness to grant credits.
‘However, the mere capacity to lend ceases to mean
much when the would-be buyer gets into the position
of offering no tangible prospect of ultimate repay-
ment. The strong financial position of the United
States gives us to-day only a fraction of the advantage
it normally would. This is due to the gloomy
economic outlook or actual bankruptcy of our one-
time customers in Europe.

A fina] factor influencing the actions of those whom
we should like to see coming to buy in our market
turns on the possibilities of home supply. Europe

1 From g letter of Mr. Andrew Law, a prominent flour importer
of Glasgow to The Northwestern Miller, printed in their issue of
Sept. 19, 1923,
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bought here when prices were low and terms favor-
able. Home producers could not supply the home
market as advantageously, and hence domestic
agriculture merely held its own or went backward,
while agricultural imports were bought with the
proceeds of a flourishing industrial export business.
But to-day, with foreign agricultural products harder
to procure in the face of bad exchange rates and
shattered export trade, the possibilities of home
production are being assiduously exploited again.
In several of the European countries, particularly
of the United Kingdom and France, the desire for
self-sufficiency stretches the idea of home supply to
include not merely the mother country but also
overseas possessions or self-governing dominions—
everything within the imperial family circle. Chap-
ter VIII shows several particulars in which this con-
sideration operates to weaken our market position.

With these general considerations in mind we can
now turn to some concrete measurements of our
agricultural export position with reference to the
important European countries whose purchases have
in the past contributed to the prosperity of our
foreign trade. '



CHAPTER VII

AGRICULTURAL PRODUCTION AND IMPORTS OF
EUROPE

From the standpoint of agricultural supplies
Europe falls into two great divisions—deficit coun-
tries and surplus countries. France has approxi-
mated a position of self-sufficiency but will here be
treated in the deficit group since she has ordinarily
figured as one of the important buyers of American
farm products.

I. THE DEFICIT COUNTRIES

Of deficit countries, the United Kingdom has been
for many years the chief. It was estimated at the
opening of the Great War that Great Britain secured
nearly 60 per cent of her foodstuffs from abroad.
The low point of British agricultural prosperity had
come somewhat earlier, it being generally conceded
that the domestic producer’s position had improved
during the decade of rising agricultural prices pre-
.ceding the war. This, however, had not had time to
bring about any considerable increase in actual
production, although in 1912 a prominent agricul-
tural authority ! stated it as “probable that a large

1 Strutt, E. G., quoted by Reginald Lennard, Journal of Political

Economy, p. 598, Oct., 1922,
. 174
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proportion - of the second-class grasslands of the
south*and east of England, and perhaps some of the
. east Migilalnds, could be reconverted into arable with
considerable profit to those engaged in their culti-
vation.” The extreme dependence of the United
Kingdom .on oversea food supplies during the Great
War caused extensive discussion of a new national
policy looking toward much greater self-sufficiency in
the future. Mr. A. D. Hall,'! one of the foremost
among English agricultural scientists, wrote vigor-
ously in support of a policy of returning to the arable
acreage of 1872, whieh he estimated would produce
60 per cent of the country’s wheat requirements
instead of the pre-war figure of 20 per cent and
would at the same time stimulate live-stock pro-
duction.

Such programs of agricultural stimulation were
generally admitted to imply and require government
action if results were to be obtained, and policies of
this character have continued to be advocated by
official bodies both during and since the war. They
may be epitomized by a paragraph from the report
of Lord Selbourne’s Agricultural Policy Committee
(late in 1916): ‘“Before the war, the value of food-
stuffs, including sugar, which we imported into the
United Kingdom from overseas, though capable of
production within these islands, was of a value of
about £200,000,000. We have no hesitation in say-
ing that by the adoption of a complete policy by the
state, a large portion of this could be produced from
within the British Isles.”

1 Agriculture After the War (1916).
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Of the numerous food control, corn production,
and other acts designed to carry out such purposes,
however, most have proved to be ineffective. So
much so in fact that Sir Charles Fielding, who had
beendirector-general of food production during the
war and a strong advocate of agricultural self-
sufficiency since, sadly concludes:! “It must also be
clearly understood that the farmers of the country
will not accept any more ‘government guarantees’
in the future, that are not backed up by something
more substantial than a Corn Production Act
which a flighty politician tears up practically with-
out provocation, thought, advice, or even pressure.”

It is evident that the propaganda for greater
agricultural self-sufficiency still has active support
from high quarters in England. Books, articles, and
official reports urging the course continue to appear,
but the English farmer has in fact made but little
progress toward such a readjustment and enlarge-
ment of his industry. The chief figures? showing
-this are given on the opposite page..

The whole situation comes down to a triangle of
forces: the British farmer, requiring higher prices;
the British wage worker, demanding a low cost of
living; and the foreign producer, competing for an
outlet for his product. In this three-cornered
struggle British farmer and British wage earner pull
- 1Food (1923), p. 68. )

* These confirm what is generally understood to be taking place,
viz., a shift from arable farming to live stock. So great in fact is
this tendency that bounties have been proposed on plow land. As

premier, Mr. Baldwin advocated such a bonus of a pound per acre
under cultivation.
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PropucrioN oF Crors aAND Numsegs of Live Stock ™ GreAT
BRiTAIN AND IRELAND, 1909-1913 Anp 1919-1923

(000 omitted)

Year | Wheat | Oats Potatoes | Cattle | Sheep | Swine

Quintals | Quintals | Quinials | Head Head Head
1909-13
(average)| 16,232 | 20,986 | 69,247 {211,937 |%27,620 |°3,306

1919 | 18,866 | 36,081 | 64,133 | 12,491 | 25119 | 2,925
1920 | 15,467 | 31,996 | 64,763 | 11,773 | 23,404 | 3,116
1921 | 20,084 | 29,145 | 66,592 | 11,803 | 24,273 | 3,639
1922 | 17,372 | 28,896 | 87,586 | 12,059 | 23,747 | 3,492
1923 15,995 © (¢) [*12,169 (224,166 |%3,833

a 1913 only.

® Scotland and Ireland estimated.

€ Complete figures not available. The production of oats in England and
‘Wales, however, was 13,484,000 quintals in 1923 as against 13,146,000 quintals
in 1922, The potato yield for England and Wales dropped from the high point
of 40,764,000 quintals in 1922 to 28,002,000 quintals in 1923.

8 The figurea for Ireland included here are for 1922, Figures for 1923 not
available.

against each other, and the British farmer and the
farmer overseas likewise pull against each other.
But the interest of the lower-cost foreign producer
and the British consumer pull in the same direction,
and it is this combination which has won, the
actual .course of affairs in England being dictated
still by the traditional policy of getting food and raw
materials from the cheapest source.! Wheat has

' The willingness to rely on the overseas 'producer is all the
stronger because so many of the producing areas are situated in the
colonies and dominions of the British empire. The recurrent
pressure for ‘“imperial preference” should be borne in mind in
considering the British agricultural situation,
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been too cheap abroad for the English farmer to
find it profitable to expand his production,! and the
same may be said of beef and pork and wool and
numerous other products. The industrialization of
Great Britain is too great to expect effective sub-
sidies to agriculture under such circumstances.

1 Sir James Wilson, writing in The Price Current-Grain Reporter,
of Nov. 14, 1923, analyzes the wheat situation from the English
_point of view as follows: ‘‘During the last twelve months the growing
prospect of an accumulation of exportable wheat has led to a con-
siderable fall in the world price of wheat, and the average price at
Liverpool of foreign wheat is at present about 14 per cent below
what it was twelve months ago, but is still 18 per cent above what
it was on the average for 1913. In England and Wales on the
average of the five years 1909-1913 the average price obtained by
farmers for their wheat, according to the corn returns, was 33/ 4d
per 480 pounds. For the week ending October 27, the average
prices were—in 1913, 30/ —; in 1922, 41/6d; in 1923, 39/ —;
80 that the price now obtained by farmers is about 6 per cent below
the price they were getting last year but is still 30 per cent above
the price in the corresponding week in 1913. As the index-number
of wholesale prices in this country is about 50 per cent above the
level of 1913, and the cost of living (on which wages largely depend)
is 75 per cent above the level of July, 1914, it is little wonder that
many farmers no longer find it profitable to grow wheat, except on
land specially suited for that crop. This state of things must tend
to a further reduction in the area sown with wheat in this country.
The probable gradual increase in the world’s surplus of export-
able wheat, for which a market can not be found at present prices,
and the consequent competition between the five principal export-
ing countries, all of which have considerable surpluses to dispose of,
must tend to a further fall in the world’s price of wheat in the near
future. Such a fall would in its turn tend to a reduction in the area
sown with wheat; but so far, except in Great Britain and perhaps in
the United States, the indications are that the area under wheat
next harvest will be larger than this year; and, unless the weather
proves very unfavorable for the world as & whole, there is no likeli-
hood of a scarcity of wheat during the next two years.”
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The agricultural price level to-day is not one at
which the English farmer can afford to expand
production, nor is it one at which American producers
can afford to continue exports in their present vol-
ume. The higher level of agricultural prices which
would make our exports profitable would also stimu-
late British farming. But such a level of food and.
raw-material costs would make it harder for British
- industrialists to sell their product in the markets of
the world. Even now the English textile interests
are fearing that they have lost permanently the
hold upon some parts of the trade which they had
ten years ago. Sober business men are talking about
the overindustrialization of Britain and thinking of
emigration as a means of relieving unemployment.
It is quite possible that the push from the British
Isles and the pull from her dominions overseas may
cause emigration to attain a figure large enough
to be a significant factor in the decline of our future
British market. Until a reasonably complete res-
toration of the countries of Central and Eastern
Europe shall give back to Britain some of her most
important pre-war markets, it must result that her
importing power will be curtailed (especially if she
is to keep up debt settlements), Whether she will
draw these smaller imports as largely from the
United States as she has done in the past or more
largely from Canada, Australia, and other parts of
her empire, or from Denmark, Russia, and Argentina
involves questions which we shall consider in con-
nection with these latter countries later in this
chapter and in Chapter VIII.
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On thé Continent, where eéxchange rates have been
worse, export trade more seriously curtailed, and
transportation and credlt difficulties greater, the
turn toward home supply has been more marked
than in Great Britain. -

- In France there has been a sybstantial increase in
food production, more in fact than appears merely on
the face of the statistics. Wheat growing was ex-
panded in the southeastern departments during the
war and some of this gain has been maintained.
' At the same time, wine production has been rendered
less profitable by disruption in Germany, unem-
ployment in England, depression in the Scandinavian
countries, and prohibition in the United States. As
a result, vineyards are being relatively neglected in
the greater interest now turning toward food pro-
duction. Weather conditions obscure the trend in
such a short series of figures, but some conclusion
may be drawn from the following table:

PropuctioN oF Crops ANp NuMBERS oF LiveE SToCK IN FRANCE,
1913 anp 1919-1923

(000 omitted)
Year| Wheat | Oats |Potatoes] Wine |''2¥%% Cattle | Sheep |Swine
Quintals | Qusntals | Quintals | Hectoliters| Hectares| Head | Head | Head

1013[988,627 |%53,483 |3143,371|8 50,226 |91,628 |0 14,788%716,131?7,036

1918| 50,918 | 26,101 85,106 65,248 1,584 12,789 9,022 4,389
1920| 64,482 | 42,208 | 116,378| 56,759 1,678 13,217| 9,406 4,942
1921 88,034 | 85,483 83,097} 45,017 1,692 13,343 9,600 5,166
1922| 66,220 | 41,842 | 126,461 70,208 1,588 13,576] 9,782 5,196
1923| 79,054 | 54,790 95,339 57,164 1,590

@ New boundaries. Average production, 1909-1913. The wine figure is
depressed by a yield only about 50 per cent of normal in 1910.
% Old boundaries.
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It should be remembered also, that France has
developed a valuable a,nd‘nea.r-by source of supply
of wheat and some othef products in her north
African dependencies;-and that the outcome of the
war gave her other colomal possessions in Africa to
whose development shé _W1ll doubtless apply herself.
On the whole it seems fair to suppose that in the
future France will very largely look to her Conti-
nental neighbors or to her own African empire for
such food supplies as she fails to produce within her
own borders. The only food imports for which
France in the past has had any considerable and
permanent dependence upon the United States were
pork products, though wheat imports had been
considerable in certain years of poor domestic
yields.! Both of these imports had declined to a
low point by 1913. In the matter of wheat, the
exports from this country to France fell again to
about the pre-war level in the calendar year 1923
and, with an excellent crop in both France and
Algeria this year, it is the consensus of opinion that
France will need to draw on outside sources little
if any in 1924. She still endeavors to hold con-
sumptive requirements down as much as possible
by milling restrictions which call for a high extraction
of flour and the use of numerous wheat substitutes.
Consumers have, however, recently forced a lowering
of the import duty on wheat.

French takings of pork products were low in 1922,

1 For instance, 17,514,000 bushels in 1898 and 14,032,000 bushels
the preceding year. Even these figures had been more than doubled
during the eighties.
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but in 1923, with a flood of low-priced hogs in the
United States, the import figures rose somewhat.
However, bacon, ham, and lard exports from the
United States to France were lower in December,
1923, than in the same month of the previous year;
and there is no reason to suppose that they will not
shortly return to or below their pre-war figure.
The following table presents ﬁgures of these two
lines of exports since 1910:

Exrorts or WHEAT AND Pork Propucrs, UniTeD STATES
10 FrANCE, 1910-23

(000 omitted)
Calen- Bacon, hams,

dar years Wheat and lard
Bushels Pounds
1910 2,933 908
1911 637 31,865
1912 3,133 28,614
1913 5,353 11,223

1914 26,130 27,178 ¢
1915 32,334 82,154
1916 23,319 118,692
1917 11,676 143,667
1918 6,386 . 164,675
1919 27,591 377,930
1920 26,445 100,006
1921 8,988 53,655
1922 13,022 29,730
1923 5,439 57,136

@ Ham exports 1910-14 inclusive are estimated, as they were so small as to be
included under * Other Europe.”
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Next to the United Kingdom, Germany was the
greatest food-deficit country in Europe before the war.
While Germany had by no means neglected her agri-
culture during the period of rapid industrialization
from the Franco-Prussian to the Great War, she
was far from keeping home production up to the
level of her growing population and rising standard
of living. Since the Armistice the factors of her
problem have been altered by (1) loss of population
through war casualties, emigration, and a check to
natural increase, (2) loss of some of her superior
agricultural areas, (3) lowered standard of living,
(4) reduced purchasing power as a result of declining
export of manufactures, and (5) renewed interest in
agriculture.

It is not to be supposed that Germany could
become agriculturally. self-sufficing within any
reasonable period of time. Such a change could
come about only in the event that industrialism in
any real sense should be definitely and permanently
killed in Germany. The territory lost in the adjust-
ment of boundaries includes important agricul-
tural resources of the country and leaves the present
Germany more predominately industrial than the
old Empire,

At the same time it must be remembered (see p.
21) that the recruiting of German factory workers
in the days of prosperous industrial development
drew so heavily on the peasant population as to
exert a distinct restraining influence upon German
agriculture. A permanent curtailment of German
industrialism would undoubtedly turn the tide of
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population in the opposite direction and result in
a much fuller exploitation of the agricultura.l possi-
bilities of the country. Today considerable num-
bers of urban dwellers hover on the verge of starva-
tion while farm people enjoy a standard of comfort
distinctly better than what they have been accus-
tomed to. In the crash of the mark they were
enabled to liquidate indebtedness and add to equip-
ment and property and have today a reserve pro-
ductive power distinctly above the actual output
shown by statistics. Likewise the checks to popu-
lation both through undernourishment and emigra-
tion affect the cities rather than the country, so that
the tide of population now drifts in the direction
opposite to its former course.

Actual ﬁgures of crop yield and numbers of live-
stock shown in the accompanying table indicate
PropucTioN oF Crors AND NuMBERs oF LavE Stock IN GERMANY

1913 anp 1919-1923
(000 omitted)

Principal

cereals © Potatoes | Cattle | Sheep | Swine -

Year | Wheat

Quintals | Quintals | Quintals | Head | Head | Head
1013 (40,440 [°258,371 [5440,234 220,994 |?5,521 [°25,659

1919 | 21,503 | 142,305 | 212,618 | 16,318 | 5,341 | 11,518
1920 | 22,476 | 138,009 | 278,772 { 16,806 | 6,150 | 14,178
1921 | 29,338 | 166,764 | 261,514 | 16,791 | 5,891 | 15,818
1922 | 19,577 | 128,148 | 406,650 | 16,317 | 5,566 | 14,679
1923 | 28,968 | 178,119 | 325,802 | 16,653 | 6,094 | 17,226

@ Present boundaries.
% Old boundaries.
¢ Includes wheat, rye, oats, and barley.
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that 1923 was distinctly ‘the best post-war year for
German agriculture. Even this showing,! though
creditable, is by no means to be taken as a measure
of what might be expected, were more settled cur-
rency conditions brought about. At the present
time the farmer abates his effort somewhat short
of the maximum which he could produce. This is
due to the depressed condition of the urban market
and the demoralization of the currency. It hasbeen
extremely hazardous for the farmer to make outlays
for the production of a crop for sale in the com-
mercial market months in advance. Uncertainty
as to money values and the increased amount
of unemployment have discouraged the German
farmer and inclined him but little toward further
labor and risk after his own needs have been pro-
vided for. As a result, industrial Germany has
even in 1923 been forced to buy abroad some
products which under more ordinary conditions
of currency and transportation could have been
procured within her own borders. If progress
toward better exchange conditions can be made
in 1924 German agriculture will doubtless respond
quite favorably to this improvement, but if on the

! There is perhaps more than the ordinary question as to the
accuracy of these statistics. It has been asserted that the figures
for 1913 are about 10 per cent too high. In recent years on the
other hand it appears that farmers tended distinetly to understate
their yields or amounts of property on hand in order to escape the
burden of taxation or to avoid measures designed to force them to
dispose of their property in an unfavorable market. Figures for
the last year or two, therefore, are generally regarded as being
below the facts.
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other hand the present demoralization continues
and grows worse the power to import agricultural
produce from abroad will fall off still further.

During 1923 our wheat exports to Germany have
turned sharply downward toward the disappearing
point; and corn, which amounted to 30 million
bushels in 1922, dropped to the negligible figure of
less than 53 million bushels, disappearing entirely
in the later months of the year after the new crops
were available.! Lard on the other hand has moved
to Germany in such volume as to surprise observers
and to constitute one of the chief props of our over-
loaded hog market. German importers in 1923
took nearly 377 million pounds of American lard,
thereby surpassing their own previous record of 239
million pounds in 1898 and beating the United King-
dom’s high mark of 310 million pounds (1918).

This seeming paradox is in fact a perfectly natural
development. The pinch of necessity has been so
keen that major effort has had to go first toward
producing primary human food, and the production
of feed and the building up of live-stock production
has had to take second place, while the minimum
necessities in the way of animal food were sought
from the cheapest available source. For the pro-
duction of pork and lard, the cheapest animal foods,
the corn belt of the United States has a greater

1 Roumania (see p. 196) has returned this year to her traditional
position as an exporter of corn to her European neighbors. It is
of some interest that, while our wheat exports to Germany have
fallen off so drastically, rye has only dropped to 11.5 million bushels
from the 1922 figure of 12.6 million bushels. Wheat flour exports
have only dropped from 1.5 million barrels to 1.2 million barrels.
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relative advantage than any other large area in
the world. Thanks to a succession of large corn
crops here and the exigencies of the American farm-
er'’s position, there have been tremendous receipts
of hogs at American packing plants during the last
year, with prices falling to very low levels, particu-
larly in the closing months of the year. Extraor-
dinary exports of lard to- Europe in general and to
Germany in particular! have enabled these coun-
tries to conserve their own supplies and to make
excellent progress toward building up their herds.
In this, the more abundant crops of the year 1923
have been a great aid.

Before rushing to the conclusion that what has
been happening during the last year is destined to
continue as a permanent and satisfactory export
trade two particular considerations need to be taken
into account. We have mentioned the fact that the
final collapse of the German mark during 1923
resulted in checking very severely the sale of prod-
uce by the German farmer to his fellow citizen in
town. Finding it difficult to secure payment in.
anything other than a currency that was worthless
or fast becoming so, he has preferred to hold his
product on the farm, feeding crops to livestock and
thus storing up wealth against a day of better
marketing conditions.

11t is understood that a considerable amount of these lard imports
into Germany have ultimately been distributed to other countries
to the east and south in exchange for products of which they had a
surplus and Germany a need. The volume has been so great as to -
seem disproportionate to consuming conditions in Germany. .
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This situation has been revealed in a marked
falling off of live-stock killings at German slaughter
points during 1923. In fact the holding back of
swine became so pronounced that by December the
government seriously considered measures to force
the peasants to market their surplus stock. How-
ever, the temporary stability given to the currency
about that time by the rentenmark somewhat
relieved the situation. A press despatch from
Berlin dated January 21, 1924, calls attention to a
drop of about one-third in the imports of American
pork products into Germany in the two months or
so preceding. Rather jubilantly it attributes this
to the success of the rentenmark, saying: ‘The
rentenmark reestablished the German currency on
8 gold basis, prices immediately jumped, and the
German farmers who, since 1920 had been allowing
live pigs to overrun their houses and farms, unloaded
them on the market for the good rentenmark.
American exporters suffered.”

This interpretation of the matter must be viewed
in the light of the fact that exports of American pork
products to Germany showed a substantially similar
decline in the closing weeks of 1922, This suggests
that a seasonal influence is at work, but still leaves
considerable room for the belief that live-stock
resources have been substantially built up during
the last year and that the coinciding of the normal
marketing period with more favorable currency
conditions will tend to bring out these supplies in
volume sufficient to lessen considerably the demand
for American imports,
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A second influence at work arises from conditions
of production in the United States. We have
alluded to the heavy supplies of hogs in this country.
At the same time our 1923 corn crop, though large,
has been inferior in feeding value and the price of
merchantable corn has been relatively high. This
has cut down the prospects of profit for hog raisers
and has precipitated a considerable liquidation of
stock during the last few months. It is probably
not too much to say that Europe has enjoyed its
last great feast of bargain-priced hog products from
the United States. The American farmer cer-
tainly does not see agricultural prosperity in terms
of exporting 377 million pounds of lard to Germany
by producing hogs to sell at 61 cents a pound at
the country shipping point. The estimate of live-
stock prepared by the United States Department
of Agriculture as of January 1, 1924, shows a decline
of 3 million head or 4.3 per cent in the number of
hogs on farms as compared with the preceding year.
While American farmers are thus curtailing their
operations in this field, German farmers may be
expected to continue a moderate expansion on the
basis of more abundant supplies of feed either home
grown or produced in the near-by countries of
Europe.

Finally, it may be mentioned that in proportion
as conditions of general prosperity return to Germany
they will doubtless have some influence in the
direction of curtailing rather than expanding the
demand for our hog products. The heavy consump-
tion of lard, cheapest of animal foods, has gone with
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a very low standard of living. Greater prosperity
would permit the substitution of more expensive
meat items and more margarine and butter in the
German diet. Likewise, the revival of an export
surplus of manufactured products will give her
power to buy tropical oils, and even olive oil from
the Mediterranean countries. Figure 44 (p. 306)
serves to show the relatively slight dependence of
Germany on the United States for her grain supply
in the immediate pre-war period. Appendix B shows
why we were so largely superseded in that market.
The later portion of the chart, taken with the known
elements in Germany’s future prospects, seems to
assure our farmers a still less advantageous place in
her trade in the future.

Ttaly was at the outbreak of the war distincily a
defictt country in the matler of agricultural produce.
To be sure, her imports from the United States had
dropped to a relatively insignificant level except in
the case of cotton, cottonseed oil, and tobacco, with
minor takings of wheat and lard. Her substantial
wheat deficit was made up chiefly from the Danube
basin and Russia, America figuring only during years
of crop shortage in Eastern Europe. With the out-
break of the war Italy’s dependence on American
wheat immediately increased, and imports from this
source have remained high pending the recovery of
Russia. The high price of our grain laid down in
Italy under present conditions of foreign exchange
has moved the Fascisti government to launch a
strong campaign of agricultural education and
assistance for the avowed object of making Italy
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self-sufficing.! Probably this hope will not be
literally fulfilled. But Italy is aided by a labor
surplus, where France is retarded by a shortage.
The Italian production of 1923 shows a marked gain
and our exports to her a sharp decline. At the same
time Italy has made some purchases from Russia,
and it seems sure that she will henceforth find it
advantageous to supply herself at home or from
her near neighbors rather than from the United
States. The high price of our cotton is stimulating
cotton cultivation in southeastern Europe, and Italy
is also placing greater dependence upon near-by
sources of tobacco. Some of the outstanding fea-
tures of the situation are shownin the table on
page 192,

1 An Ttalian commission on the high cost of living recently recom-
mended the increase of agricultural production by spreading a
knowledge of scientific methods through a system of popular educa~
tion similar to that so successfully followed by “the extension
service” of departments of agriculture and agricultural colleges in
the United States. They urged an appropriation of £2,000,000 for
demonstration fields and, in the budget as passed, there were
unprecedented increases for the agricultural department, although
all other departments were rigidly curtailed in the effort to balance
the budget. Frequent references to the importance of small hold-
ings in the scheme for the developing of Italy’s agricultural resources
are to be found in recent writings. Cf. Lorenzoni, G., International
Review of Agricultural Economics, pp. 316-349, and note, ibid.,
p. 443, ff,, July-Sept., 1923. An interesting discussion of the pros-
pects of Italian, and particularly Sicilian, agriculture under the

influence of pre-war tendencies is to be found in the exhaustive -

treatise of August Sartorius von Waltershausen, Die sizilianische
Agrarverfassung, Leipzig, 1913. Cf. also, Valenti, Ghino, L’Agn-
coltura e Ia Politica Cornmerciale dell’ Italia, Rome, 1917,
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Propucrion oF Crops anp NuMsers oF Live Stock IN ITaLy,
1909-1913 anp 1919-1923*

(000 omitted)

Year | Wheat | Maize | Oats | Cattle | Sheep | Swine

Quintals | Quintals | Quintals | Head | Head | Head
1909-13 ‘
(average)|® 49,896 [® 25,486 | 25,363 |%6,199 [°11,163 |%2,508

1919 | 46,204 | 21,806 | 5,036 6,239 | 11,754 | 2,339
1920 | 38,466 | 22,683 | 3,516
1921 | 52,482 | 23,452 | 5,483
1922 | 43,992 | 19,507 | 4,422
1923 | 61,190 | 22,378 | 5,781

* Data from Internat. Yearbook Agri. Statisties.

@ Census of 1908.

d Figures for 1909-13 apply to the old b daries. The International I
of Agriculture has not recalculated these figures according to the new boundariea
but atates that the yield of the new provinces was as follows in 1922; wheat,
300 thousand quintals; maize, 492 thousand quintals; and oats, 84 thousand
quintals.

This shows an excellent recovery of crop produc-
tion. While official live-stock statistics are not
available for recent years, it is reported that numbers
have been well maintained and are now increasing
somewhat. All this foreshadows the dwindling of
market possibilities in Italy for the United States.
With the lira quoted at about 4.3 cents as against a
par of 19.3 cents, such a trend is inevitable.

The old Austro-Hungarian empire was almost
exactly. self-sufficient as to agricultural produce. This
end was achieved by the internal adjustment of
urban and industrial Austria on the one hand to
agricultural Hungary on the other. To-day Austria



DEFICIENT PRODUCTION COUNTRIES 193

is distinctly one of the agricultural-deficit countries
of Europe; and, thanks to the difficulties of unfriendly
tariffs, crippled industry, and extremely disordered
foreign exchange, the policy of the Austrian states-
men looks aggressively toward the stimulation of
agriculture to make up as far as possible for the loss
of the one-time complementary resources of Hun-
gary. It isreported! that, while the area in cultiva-
tion within the present bounds of Austria is hardly
back as yet to the pre-war average, it has shown
great progress from the low point immediately after
the war. The government is working on a long-time
program of agricultural betterment which includes
a marked increase in home production of breadstuffs
and the development of live stock to the maximum
fodder-producing capacity of the country. Animal
husbandry is capable of considerable development
owing to the broken topography of the country.
The Austrian situation illustrates a significant
phase of the problem of Central Europe, viz., the
possibility of developing more scientific methods of
farming among peasant populations. Undoubtedly
there is here a tremendous reserve productive power
available for the increase of European home supplies
of agricultural commodities. While the process of
developing such increases through the use of better
seed and machinery and more fertilizer must in-
evitably move with some slowness among the peas-
ant population of a country just struggling out of
bankruptcy, yet its long-time significance as a means-

! Michael, L. G., The Agricultural Situation in- Austna,, special
report, U. S. Depa.rtment of Agriculture,
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of decreasing the dependence of such a nation on
outside sources of supply should not be under-
estimated. Austria, as it happens, has one possibility
of rather rapid improvement of the efficiency of her
agriculture through the remedying of the prevalent
form of land tenure. Owing to a system of equal
division of land among heirs, fields have been so
minutely subdivided as seriously to impair the
efficiency of operation. This “strip system,” not
unlike feudal conditions in England, is now in process
of reform and its passing will open the way for many
improvements in Austrian farming. At best it is
not to be expected that Austria will become agri-
culturally self-sufficient, but the present trend - of
affairs seems to point to their importing less of the
surplus of Hungary and other neighbors, thus leaving
the latter a larger supply to export to food-deficit
areas in Western Europe in competition with
American produce.

II. RUSSIA AND OTHER SURPLUS COUNTRIES

The important agricultural-surplus areas of Eu-
rope fall under three general heads: (1) Holland and
Denmark, with reference to dairy and pork products
and potatoes; (2) the Danube basin for a consider-
able range of farm products; and (3) Russia as the
great exporter of cereals and also of eggs, butter, and
several minor items in significant amounts. Poland
will now have to be regarded separately since she
has resumed her independent status as a separate
nation.
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Both Denmark and Holland were severely hit by the
war, but both are back to-day to at least their pre-war
strength as competitors of the United States. Som&
93 million pounds of Danish and Netherlands butter

. entered the United States in 1923 over a tariff wall
of 8 cents. The number of swine in Denmark is
to-day markedly above the pre-war figure,! and
Danish bacon exports in 1923 showed an increase of
more than one-half over those of 1922. This bacon
has been a keen competitor of our product in our
chief market, England. Seventy-five thousand head
of live hogs were exported from Denmark in the first
eight months of 1923 to the several countries of
Central Europe, a substantial number of which are
supposed to have been used to recruit breeding herds.
This is a rather interesting illustration of the cumula-
tive way in which development proceeds once a
certain state of improvement is reached. The be-
ginning of exports of barley and oilseeds from Rus-
sia 2 and Roumania lessens the dependence of such

t There were 1,467,822 hogs in Denmark in the year 1909 and
only 715,909 in 1919. With the addition of the Schleswig territories
in 1920 the number rose to 1,115992. To-day it is 2,853,000.
Cattle also are somewhat above the pre-war figure.

* “ Imports of Russian sunflower and flax seed cake into Denmark
have had an unfavorable effect on the American oil cake trade with
that country. For the first five months of 1923 these imports from
Russia have amounted to between 40,000 and 50,000 metric tons.
The price quoted for Russian oil seed cake is about $43 per metric
ton, while American eake has dropped from $60 to $56 per metric
ton. Imports of oil eake into Denmark follow the course of Danish
butter exports, which are now back to the pre-war level. Danish
imports of cottonseed cake from the United States declined from

158,000 metric tons in 1921 to 100,000 metric tons in 1922.”” Com-
merce Reports, June 18, p. 755, 1923.
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countries as Denmark and Holland on the United
States for corn and other feeding stuffs, and at the
same time develops a surplus of swine and dairy
animals from which the herds of the depleted coun-
tries may be recruited. This process was further
assisted by the substantial increase of forage supplies-
which has now taken place, and foreshadows a
lessening dependence on the last great stand-by of
America’s agricultural export market—lard.

As for the Danube basin the tmmediate tendency of
production has been downward. This was not alone
because of the disruptive factors common to all the
warring countries, but resulted also from a special
slowing down due to the break-up of the old estates.
Whatever the social or political disadvantages of the
old system of aristocratic land holding, it did result
in fairly adequate equipment and skilled supervision.
It resulted also in the production of those commodi-
ties which were desired in the cities and the industrial
states of Europe, since the estate owner desired to
enjoy the maximum revenue procurable from the sale
of a commercial surplus.

The substitution of peasant land holding and
independent operation produced several influences
calculated to reduce the agricultural surplus. First,
the removal of supervision by the estate manager
was accompanied by less intelligent and, in some
measure, by less industrious operation by the peasant,
now tome to be an independent farmer. - Secondly,
this produced a demand for more equipment and
equipment of a different kind just at the time when
the capital destruction wrought by the war increased
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the difficulties of financing any form of business
organization. Thirdly, the peasant, particularly in
view of foreign trade difficulties in the face of tariff
restrictions and disorganized currency and exchanges,
‘tended. to supply his own needs more abundantly
than in the past but to abate his efforts at that point
rather than to exert himself to produce an export
surplus. He was more concerned with his own
standard of living, whereas the old aristocratic land
holder had desired primarily to get a cash income
to spend abroad.

Gradually, however, these difficulties are disap-
pearing. The new democratic governments are
seeking to aid the peasants with both equipment and
popular instruction in good farm practice. The
spur of independence and personal or family ambi-
tion will probably in the long run prove a more
efficient stimulus than the pressure of the estate
manager. It does not necessarily follow, however,
that even an increase of total productivity for the
country would result in its having a larger export
surplus of those commodities required by the
neighboring food-deficit countries. This applies
particularly to wheat, which has been one of the
most important import requirements of European
markets.

The trend of peasant production under conditions
of greater individual freedom is to raise less wheat
and to consume more of it. He is inclined also to
raise more live stock; and this, while it contributes
in part to the bringing about of a higher standard
of living in rural districts, will probably in the
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course of a few years tend to diminish the depend- -
ence of Europe on outside sources for her supply of
live-stock products.

Already the trend of production in the Danube
countries is distinctly upward, as shown in the
accompanying table. It seems certain that we

PropucrionN oF Crops IN Four Danuee CouNTries,* 1920-1923
(000 omitted)

Year | Wheat | Rye Barley | Oats Corn | Potatoes

Q.‘,GQ.‘."Q."eQ.‘,“Q.‘1°Q."°
1920° | 46,879 | 10,684 | 24,370 | 17,404 | 89,967 | 38,253
1921 | 57,786 | 11,212 | 19,275 | 16,530 | 59,136 | 33,777
1922 | 62,300 | 11,768 | 30,255 | 20,618 | 68,428 | 32,290
1923 | 76,556 | 14,402 | 26,172 | 17,222 ®) (a)

* Roumania, Bulgaria, Yugoslavia, and Hungary.

@ Data for 1923 are not available for Yugoslavia and Roumania. Production
of potatoes in Bulgaria and Hungary for 1923 was 17,490 thousand quintals, an
increase of 28.9 per cent over 1922, ’

® Data for 1923 are not available for Yugoslavia. Production of corn in
Bulgaria, Hungary, and Roumania for 1923 was 66,990 thousand quintals, an
increase of 46.37 per cent over 1922,

should count the future capacity of this region as
ample to feed and clothe its own people on a better
basis than in the pre-war period. For a long time
and perhaps permanently it may be expected to
furnish less wheat to urban and industrial areas,
but probably more in the way of agricultural
commodities as a whole.!

t Czechoslovakia is properly to be classed in the group of agri-
cultural-deficit countries since the manufacturing and trading
western part has a consuming capacity greater than the product of

the agricultural eastern part. This agricultural portion, however,
is adjacent to and partakes of much the same character as the other



SURPLUS PRODUCTION COUNTRIES 199

In common with other European couniries Poland
suffered a considerable decline in agricultural produc-
tion in the years immediately following the war. The
consequent advance in prices of farm products
accentuated the natural tendency toward agricul-
tural revival, with the result that production to-day
is restored to practically the pre-war level. Since
1921, home supplies have been sufficient to meet .
domestic demand and might have led to a substan-
tial export had it not been for the policy of the
government to continue export restrictions designed
to maintain a low level of living costs. Naturally
this policy has proved very unsatisfactory from the
standpoint of the farming interest and has tended
to check agricultural revival somewhat.

It may be added that in addition to these artificial
restrictions upon export, Poland suffers a handicap
at the present time by reason of the difficulties of
commercial exchange with her natural customers
in Central Europe. In a world of normal economic
relationships Poland would find a ready market
for her agricultural surplus, particularly rye and
hogs, in the industrial centers of Germany and
Austria. In the midst of the present industrial and
financial demoralization in these countries Poland

Danubian countries here considered. Agricultural output has
already returned nearly to pre-war amount, and Mr. L. G. Michael,
foreign agricultural economist of the U. S. Department of Agri-
culture, foresees possibilities of further increase particularly in
live-stock production. He says: *It is even possible that Czecho-
slovakia will in the not distant future compete with American
producers for the bacon and lard market of Eastern Germany.”—
Rept. Foreign Service 30, Bureau of Agr. Economics,
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finds there but little market for her farm products,
while on the other hand she is constrained to pro-
tect to the utmost her own industrial interests
against imports of manufactures from other Euro-
pean countries. The significance of all this for our
problem is in its indication that, here as elsewhere
in Europe, there is still a reserve of agricultural
productivity, which may be expected to expand as
industrial and commercial rehabilitation in Europe
may in the future give it the opportunity. To-day
the Polish farmer suffers from what seem to him
the evils of overproduction quite as much as our
own wheat and hog farmers.

As with others of the ‘“‘succession” states, Polish
‘boundaries have been changed and the compara-
bility of statistics has been difficult to maintain.
The table below, however, presents figures for the
principal groups as computed by the U. S. Depart-
ment of Agriculture on the basis of the present
boundaries of Poland. Its area in 1923 was 28.8

ProvuctioN oF Crops N Poranp, 1909-1913 anp 1922, 1923*

(Present boundaries)
Crop Average, 1922 1923
1909-1913
Bushels Bushels Bushels
Wheat.......... 61,871,963 42,377,637 53,351,320
Rye..ooeeennn.. 221,413,804 197,372,090 257,544,521
Barley.......... 68,680,937 59,558,684 81,937,633
Oats............ 190,513,630 172,621,227 259,867,225
Potatoes........| ...oie.... 1,220,576,500 903,443,349

* Foreign Crops and Markets, U. S. Dept. Agr., Deo. 26, 1923.
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million acres as compared with an average of 32.0
million acres in the years 1909-13.

It was Russia, of course, which was the greatest of
the agricultural-surplus countries in pre-war Europe.
It was Russia also whose production and export
capacities were most seriously disrupted jn the period
following the war, and Russia to whom the Con-
tinental consumer looks with the greatest hope and
the American farmer with the greatest fear in the
period of rehabilitation now discernibly under way.
From the summer of 1914 until the fall of 1923
Russia was completely out of the export market
except for an insignificant trickle of farm products
which moved to neighboring countries during the
season 1922-23. The acreage sown last year, how-
ever, increased by perhaps as much as 20 per cent
over the previous year, and, while crop yields were
not as good as those of 1922, Russia had a surplus
estimated by various authorities at from half a
million to two and a half million tons of cereals.!

As remarked elsewhere (p. 197), the extent of a
surplus depends upon how liberally a domestic
population is to be supplied. Unquestionably Rus-

1The U. 8. Department of Commerce reports (Feb. 16, 1924):
“The Russian grain-export campaign for 1923-24 is now sufficiently
advanced to give some definite idea of her exportable surplus. Up
to January 1 over 1} million long tons of grain were contracted and
partly delivered. This was equal to about 13 per cent of her pre-war
shipments for the crop year. Of the amount contracted so far
Germany has taken approximately 471,000 long tons; Holland,
285,000 long tons; and France, 180,000 long tons. Russian ship-
ments of rye from the last harvest have been slightly more than
pre-war, but wheat shipments amounted to only about 9 per cent of
pre-war.”
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sia could well employ the whole or nearly the whole
of her product at home if desirable standards of
living were the only consideration. 'As matters
stand, however, two other considerations have out-
weighed the issue of desirable living standards. In
the first place the government has found it neces-
sary to take drastic measures to secure a substantial
volume of export goods in order to establish their
position in the commercial world and to make possi-
ble the import of agricultural implements and
industrial machinery and raw materials. . Inter-
nally, it has found it necessary to accept payment
of taxes in kind and has thus, without doubt, created
a ‘“‘surplus” by definition in regions which were
undernourished, and has exported these so-called
surpluses from a country some areas of which were
on the verge of famine. |

However this may be, one can hardly doubt that
the tide of agricultural disorganization in Russia
has been checked. During the present year trade
relations have been reestablished with the former
customers of Russia, including Great Britain, France,
Germany, Denmark, Norway, Austria, Greece,
Holland, and possibly others. Exports have con-
sisted of cereals, oilseeds and cake, butter, eggs,
and minor items. Recognition of the Soviet gov-
ernment by several European powers will doubt-
less facilitate the establishment of such commerce.
though its volume will doubtless remain small for
some time,

Obviously Russia is by no means back to her pre-
war capacity for production and export. Neither
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is she in the prostrate condition in which she has
lain for the last five or six years. Aside from the
difficulties under which her agriculture must labor,
the disorganization of her transportation system is
another serious drawback. However, her progress,
though proceeding somewhat slowly, will quite possi-
bly keep step with such revival of industry and
expansion of consuming capacity as the near-by
European countries may achieve. Exchange rela-
tions being once established with Germany and other
industrial centers in Europe, exports of cereals,
dairy products, and so forth, will facilitate imports
of railway rolling stock, agricultural implements,
or other goods essential to the further rebuilding of
Russia’s productive plant.

While the vast body of the Russian rural popula-~
tion is too inert a mass to give promise of any great
burst of production like that of rural America after
the Civil War, we may not perhaps have to wait
merely for what develops spontaneously from within
the country. Enterprising ability may quite possi-
bly be furnished from outside in amount sufficient
appreciably to speed up such development. Already
it is reported ! that a recently organized German-
Russian Agrarian Company has secured a conces-
sion covering 67,000 acres of land in Russia, the
whole of which it undertakes to have under cultiva~
tion within a period of four years. Italian conces-
sions of much greater magnitude are likewise under
negotiation, and careful observers who have studied
the matter on the ground believe that this sort of

1 Pregs release, U. S, Dept. of Commerce, Jan. 12, 1924,
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development by business interests from the near-by
import nations may be the most important stimu-
lative factor in the situation.

This is not to paint a rosy picture of Russia
restored within any discernible period to the point
of productivity it occupied before the war. It sug-
gests merely that, up to whatever limit her agri-
culture may attain from year to year, she offers a
sort of competition which the grain farmer of the
United States will be unable to meet on any level
of prices and production costs which can now be
foreseen in this country. The mutuality of interests
between Russia and her European neighbors, taken
with their geographical nearness and the currency
disorganization common in greater or lesser degree
to all of them, assures the exploitation of this source
of supply to the limit before recourse will be had
to the American market.

While there is very great doubt as to the accuracy
and reliability of the Russian statistics of production
before and since the war, such figures as-are avail-
able are presented in the table on page 205.

In attempting to estimate the situation so far as
Europe is concerned it is hardly possible to arrive
at a correct conclusion by examining the various
countries separately. To a considerable extent
continental Europe should be thought of as an
economic unit consisting, to be sure, of specialized
industrial and agricultural areas, but as a whole
offering excellent opportunities for commercial inter-
change of commodities and a considerable degree of
self-sufficiency. Reliable statistical authorities seem
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to be agreed that there has been no significant gain
or loss of population in Europe as a whole during
the war and post-war period. On the other hand,
there has been a considerable impairment of her
industrial position, a curtailed foreign buying power,
and a necessarily reduced standard of living among
an extensive class of the population. The greater
dependence on home resources which has gone with
weakened power to purchase in foreign markets has
been accompanied by land reforms and ambitious
programs of peasant education.

Propucrion oF Crops aNp Numsers or Live Stock v Russia,*
1913 anp 1922

(000 omitted)
]
Sheep
Year | Wheat Rye Barley Oats |Potatoes | Cattle and Swine
goats

Bushels | Bushels | Bushels | Bushels | Bushels | Head | Head | Head
1013 |2 760,191(% 747,945(|% 420,243(% 933,562(3 756,515| 46,345| 81,240 13,606

1922 | 203,778 490,016| 116,089] 355,664| 716,9770 35,0250 47,706(% 7,760

* Asiatic and European Russia including Ukraine, present boundaries.
Figurea from Foreign Crops and Markets, Bur. Agr. Economics, U. 8. Dept. of
Agr., Oct. 31, 1923,

8 Average 1909-13.

¥ Figures for two provinces included herein are those of 1920,

Even though a rising standard of peasant living
should operate somewhat to offset such increase as
may take place in the total productivity of their
agriculture, the impaired consuming power of indus-
trial and urban populations will more than counter-
balance this unless manufactures and commerce be
promptly restored and unemployment effectively
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remedied. With the rebuilding of the industrial
fabric as yet not begun, while rural recovery is
already well under way, it appears now to be inevi-
table that the Europe of some years to come will
approach closer to agricultural self-sufficiency (ex-
cept for cotton) than has been the case at any time
since the seventies of the last century.

Since that time, when we were by all means the
most important non-European source of food sup-
plies, several other countries overseas have devel-
oped a considerable capacity for agricultural export.
The nature of the competition which these countries
offer must, therefore, be fully taken into account in
any attempt to appraise the probable future foreign
market for American agricultural products.



CHAPTER VIII

OUR SOUTH AMERICAN, AUSTRALASIAN, AND
' OTHER COMPETITORS

Beyond the limits of what Europe finds it possible
or economical to produce within her own boundaries,
she will naturally turn first to those sources overseas
which offer the cheapest supplies, or which fit in
most readily with other phases of her foreign trade.
On both these counts several areas in the Western
Hemisphere have much to tempt the European
purchaser. :

1. THE WESTERN HEMISPHERE

While Brazil and other countries of northern
South America furnish large European exports of
tropical products such as coffee and rubber, it is in
the temperate region farther south and particularly
in the Argentine Republic that the center of competi-
tion with American agriculture is to be found. As
we have seen in Chapter I and shall see in Appendix
A, Argentina came to a position of prominence
in the European trade somewhat later than the
United States, It is stil much more a pioneer
country than are we. Its home consumption has
not been pushed by urban growth and industrial
development to a point where it demands the bulk

207
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of the nation’s produce, nor have production costs
risen as high as they have in this country.

Since this region was largely cut off from the
European market during the height of the war boom,
prices and land values were not inflated as they were
in the United States. This, taken with the existence
of a considerable undeveloped area,! means that the
countries in the temperate region of South America
still present considerable possibilities of expansion
to meet such market opportunities as may develop
in Europe during the next few decades without
pressing their producers into the zone of increasing
costs comparable to that which characterizes the
present stage of our own development. The labor
factor likewise represents a point of relative advan-
tage to our South American rivals. They are quite
amply supplied with a class of native and immigrant
labor accustomed to low wages and humble living
conditions and yet able to meet the labor require-
ments of the rather extensive type of farming still
practiced in that country. If, with the expansion
of agriculture in Argentina and the surrounding
countries, this labor supply should in the next few
years prove inadequate, it would seem reasonable
to suppose that the deficiency could be made up
from the redundant populations of southern Europe,
now quite restricted in their rate of emigration to
the United States. Definite steps toward the attrac-
tion of immigrants of this class have been made in
South America in the past with apparently satis-

174 is estimated that the available wheat area is about ten times
that now in cultivation.
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factory results, these Latin people being readily
assimilable into South American civilization.

Since Argenting is by all means the outstanding
exporter in the South American group, figures show-
ing the trend of production in that country are pre-
sented in the accompanying table. Not alone has

Propuction or Crops ANp NUMBER oF LIVE STOCK IN ARGENTINA,
1909-1913 anp 1919-1923 *

(000 omitted)

Year | Wheat §{ Corn Qats Cattle | Sheep | Swine

Quintals | Quintals { Quintals | Head | Head Head
(average)| 40,023 | 48,694 | 7,874 [°25867 |%43,225 | 2,901

1919 | 59,046 | 65,710 | 4,506 | 27,721 | 45,767 | 3,199
1920 | 42,493 | 58,530 | 7,359 | 27,943 | 45,996 | 3,237
1921 | 51,986 | 44,750 | 4,443 | 28,138 | 46,134 | 3,221
1922 | 53,399 | 44,732 | 7,980 {37,065 |°30,672 |?1,437
1923 | 70,679 | 57,444 | 11,907

® Since the crop year extends over part of two calendar years the figures
are for the crop years 1909-10 to 1923-24. The production is for the crop
planted in the year given in the table,

8 June, 1914.

® December 31, 1922.
there been a steady and remarkable growth in pro-
duction, but there is also a considerable unused
capacity capable of further development in propor-
tion as the European market revives. The chief
exports from Argentina consist of beef, mutton,
wool, cereals, and butter. Part of the butter is
shipped to the United States, and our producers
have had Argentine competition in mind quite
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specifically in the erection of tariff barriers against
beef, corn, and wool, and in less degree have valued
it as a protective measure against their wheat and
butter. In contrast to the charts (figs, 10, 11, and
12, pp. 48, 42) showing how we supplanted Argentina
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F1GuRE 22.—PERCENTAGE OF UN1TED KINGDOM IMPORTS OF WHEAT
AND CORN cOMING FROM THE UNITED STATES AND FROM
ARGENTINA (with Wheat Flour Converted to Grain Equivalent).

in the European market during the restricted ship-
ping period of the war, the accompanying charts (figs.
22 and 23) show the rapid recapture of the British
market by Argentine producers at the same time
that our exports to that market have been dwindling
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toward their old-time level. In view of production

costs in the two countries, exchange difficulties, and
other trade factors, it seems likely that the present
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shift will continue until we occupy a distinctly
minor position, '

This tendency is strengthened by the fact that
development of the commercial resources of South
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America is very vigorously stimulated by capital
and promotional ability from abroad. This is
notably true in the meat trade, in which several of
the big packers from the United States have been
firmly intrenched for some years—for the purpose of
European export, however, rather than that of pro-
curing a product for the United States. English
concerns have also been active and have recently
achieved a gigantic consolidation of British and
native South American interests in both Argentina
and Uruguay. Taken together, these British and
American concerns, with the keen competition which
will inevitably develop between them, can be counted
on for exploiting the live-stock possibilities of
South America quite adequately. Undoubtedly
this will virtually exclude the United States from
the beef market of Europe; and we are already in the
deficit class as to sheep. In the production of swine,
however, our advantages in natural resources and
development of the industry put us far in the lead
of any of the South American countries. Much
talk has been heard for some years of the possi-
bilities of swine production in South America, but
thus far numbers are small and progress slow.!

1Two interesting views of our place in the international meat
trade, one British and one American, are set forth in the following
quotations: ‘“South America is at present a very important source of
[British meat] supply, and potentially it is one of the greatest
sources of supply. Roughly, we obtain from South America 44 per
cent of our supplies of meat. . . . At present, we derive the bulk of
our supplies of South American meat from Argentina and Uruguay.
Argentina is now one of our principal sources of supply, the United
States contributing hardly anything., Indications, in fact, are not
wanting that the time is not far distant when the United States will
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In this connection it may be mentioned that from
time to time considerable hopes have also been
raised concerning the possibilities of cotton pro-
duction on a large scale in Brazil or elsewhere in
South America. Some progress has been made and
an actual export movement of a few thousand bales
per year now takes place. The difficulties are those
of inadequate ecapital, lack of experience, and poor
transportation facilities rather than the absence of
soil and climatie conditions suitable to the cultiva-
tion of the plant. If the consumptive demand of
the world fecovers before the planters of the United
States find a cheap method of combating the boll
weevil, it is quite probable that South America may
figure as one of the most promising alternative
sources of the world’s supply of cotton.!

no longer be able to export foodstuffs to any appreciable extent.”—
The Statist, London, p. 640, Nov. 10, 1923.

“The meat trade of Great Britain is fully convinced that the
trend of the future will be for a greater and greater production in
Argentina, which will overshadow every other source of supply in
the world. Next in importance as to the future will be the develop-
ment of additional supplies from Australia and New Zealand.
South Africa, they believe, will show some increase as the time goes
on, but not enough to play an important réle in world commerce.
Brazil, with great latent possibilities, will increase, but always
remain of less importance than its potentialities warrant, chiefly by
reason of disease and the enormous difficulties of efficient production
under tropical conditions.”—The Producer [official organ of the Ameri-
can National Livestock Association], p. 7, October, 1923.

3" There are millions of acres of suitable land in the valley of the
San Francisco river {Brazil] which can be bought at from 10s. to 15s.
an acre freehold. The {cotton] plant rises here to the dignity of a
tree and yields two crops a year for five years. An acre of land will
yield 7 hundredweight of lint and 14 hundredweight of seed, so
that the value of a crop, taking the seed to be worth £5 a ton for
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Another rival whose competition in the European
market must be counted upon is Canada. Owing
to her climatic limitations and the nature of her
resources, her competition is chiefly in wheat. How-
ever, her production of swine is not negligible, and
thanks to the success she has had in meeting the
existing requirements of the British bacon market
since the war her competition in this field also is

. distinctly felt by our producers at the present time.
The production of wheat in western Canada is a
matter of relatively recent growth, the total product

cattle feeding, would amount to $3,008, or in English money about
£60 an acre. Taxes on agricultural land are so low—about .02 per
cent—as to be hardly existent. ... The cotton districts are high,
breezy, and healthy, and fevers are unknown. Steamers ply on the
San Francisco and, although distances are great, the lint is carried
at fairly economical rates. There is no doubt that in a few years
this vast cotton-growing area is destined to play a very important
part in the world’s supply of this commodity.”—The Manchester
Guardian Commercial, p. 7, Jan. 3, 1924.

Before leaving this South American discussion it may be inter-
esting to note another utterance of The Statist (p. 500, Oct. 13,1923),
in an editorial on the economic possibilities of British Guiana. The
editor says: “There is a general consensus of opinion that one
method whereby we may hope partially to retrieve the disasters and
mistakes of the late war is by finding means to increase enormously
our supplies of food and raw materials upon a reasonable basis of
values. . . . Provided a railway or other means of transport were
available which would connect, say, the western Carribean with the
Atlantic seaboard—in other words, bisect the very center of the
continent—there can be no reasonable doubt in the minds of anyone
who has any real acquaintance with South America, that its poten-
tialities as a food producer and as a producer of practically all the
raw materials required in the various industries carried on in this
country should be increased to so great an extent that it would
enhance very appreciably the purchasing power of money in this
country.” '
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having been but 68 million bushels in 1898 when
we were at the height of our export movement (149
million bushels). The accompanying table shows
the production of Canadian wheat in recent years.
During the same period Canadian wheat exports
rose from 152 million bushels (1913) to 293 million
bushels in 1923. These figures of wheat production
and export should be read in the light of the state-
ment of careful students of the wheat resources of

PropucTioN oF Crops AND NuMBERS oF LivE Stock N CaNaDA
1913 anp 1919-1923 *

(000 omitted)

Year | Wheat Rye Barley Oats Flax Caitle | Sheep | Swine

Bushels | Bushels | Bushels | Bushels | Bushels | Head | Head | Head
1913 | 231,717 | 2,300 | 48,319 | 404,669 | 17,539 6,656 | 2,129 | 3,448

1019 | 193,260 10,207 | 56,389 | 394,387 5,473 | 10,085 | 3,422 | 4,040
1020 | 263,189 | 11,306 | 63,311 | 530,710 | 7,998 9,6721 8,721 | 3,517
1921 ] 300,858 | 21,455 | 59,709 | 426,233 | 4,112 | 10,206 | 3,676 | 3,905
1922 | 399,786 | 32,373 | 71,865 | 491,239 5,009 9,720 | 3,264 | 3,916
1923 | 474,199 | 23,232 | 76,998 | 563,997 | 7,140 9,246 | 2,754 | 4,405

* Data from Dominion Bur. Statistics.

Canada to the effect that she has some hundred
million acres of wheatlands still available for develop-
ment in addition to the 22 million now under ‘cultiva-
tion. Production costs in Canada are, upon the
testimony of our own Tariff Commission, much
below those in the United States. This fact is
made the basis for a tariff of 42 cents a bushel on
Canadian wheat entering the United States. Such
a tariff, however, can only accentuate the movement
of Canadian wheat to British or other European
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markets, whence it, together with the low-cost
wheats of Argentina and Australia, will surely and
none too slowly drive out our American product.
The capacity of these new countries to expand pro-
duction on a constant basis, or with costs rising but
slowly as compared with the level in the United
States, foreshadows clearly the end of wheat export
from the United States to Europe under any scale of
European reconstruction now discernible.

II. AUSTRALASIA AND INDIA

Turning from the Western Hemisphere, another
seat of serious agricultural competition is to be
found in Australia and New Zealand. New Zealand
is the greatest exporter of dairy products, in pro-
portion to her size, that the world affords. This
means little at present to the American farmer,
since we are even now importers of dairy products.
It does, however, have some significance as showing
with what competition our dairy industry would be
confronted were the shift from unprofitable wheat
and hog farming to proceed far in the direction of
dairy expansion so strongly urged in some quarters.

The Australian area is significant primarily as a
heavy export center of wheat, mutton, wool, and
beef. Here again we enter a field of little immediate
concern to the American farmer, since we are our-
selves clearly out of the beef-export business and are
importers of wool. It may be interesting, however,
to note in passing that even under the cheaper con-
ditions of a thinly populated region the Australian
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beef producer is being hard put to it to maintain his
industry in the face of Argentine competition in a
depressed European market. The Australian gov-
ernment is undertaking to assist the industry in
weathering this difficult period by means of an export
bonus and the support of various cooperative organi-
zations.

The position of both Australia and New Zealand
in the sheep and wool business is significant chiefly
in indicating the limits to which the sheep business
in our own country can be stimulated even under
conditions of tariff protection.

In all this, however, it is worth bearing in mind
that Australia is a land larger than the United States
and only meagerly developed up to the present time..
Even though the proportion of waste land is con-
siderably higher than that in our own country, it
yet possesses great undeveloped resources and is
likely to have its production somewhat stimulated
as a result of the “internal colonization” now being
fostered within the British Empire. Among other
things, its competition will have to be reckoned
with by us In our hopes of developing an Oriental
wheat market for our Pacific Coast producers as
well as in our efforts to hold our wheat market in
the European countries.

Wheat production in Australia had grown from
an annual yield of 23 million bushels in 1880 to 90
million bushels as a five-year pre-war average.
The industry was retarded rather than stimulated
by the war, owing to the great distance from
market and scant transport facilities. Since the war
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the wheat grower has been discouraged by low
prices in Europe and ocean freight rates which, at
least until 1921, were abnormally high. The crop
of 1921, however, touched the high mark of 146
million bushels. As in both Argentina and Canada,
domestic consumption takes but a relatively small
proportion of the wheat crop of Australia, thus
presenting a very difficult type of competition for
the American producers to meet, particularly in
years of unusually large crops. The part which
Australian exports played in the general movement
to supersede the United States in the wheat markets
of Europe is well illustrated by the import figures
of the United Kingdom. The imports to the United:
Kingdom from Australia and from the United States
respectively are shown below-

From From
] Australia United States
1898-1901 average (cwts.)....... 3,091,201 61,643,237
1910-1913 average (cwts.)....... 12,923,077 26,638,919

Like Canada and the Argentine, Australia con-
tinues to expand her wheat acreage. It averaged
7.6 million acres in 1909-13, rose to 9.8 million last
year and is reported (International Institute of
Agriculture) as. 10 million for the 1924 (spring)
harvest. The largest total exports of wheat from
Australia before the war were only about 55 million
bushels, whereas exports in 1921 amounted to nearly
102 million, followed by nearly 69 million the fol-
lowing year.

In addition to her reserve capacities in the pro-
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duction of cereals, meat, and dairy- products, the
countries of Australasia have also horticultural possi-
bilities which are far from negligible. The Aus-
tralian government has extensive irrigation projects
now under way which will add materially to these
resources. In view of the fact that our own dried-
fruit industry is rather overexpanded, the compe-
tition of the Australasian product in the markets
both of Europe and the Orient is likely to prove
significant. :

Another Asiatic competitor calling for passing
notice is India, particularly in the matter of wheat
and cotton. Unlike the countries we have just been
passing in review, India has a dense population and
a consuming capacity which would quickly wipe
out any surplus were her own people in a position
to satisfy their food and clothing demands on an
adequate basis. As it stands, India is the largest
single exporter of cotton outside the United States.
This product, however, is of an inferior grade, and
goes largely to the mills of Japan and China rather
than to European markets. Since there is little
prospect of improvement in quality or marked
expansion in production, competition from this
source is not keen. Similarly wheat exports are
significant only in years of favorable weather con-
ditions, when there is such an abundance of the
cheaper food products as to release a wheat surplus
for export. Under conditions of scientific farming
the output could be considerably increased, but
before such a development could take place there
would have to be a raising of the social conditions
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and education of the lower class of the Indian popu-
lation which presumably would be accompanied by
such a rise in the standard of living as would cause
consumption to keep pace with the enlarged produc-
tion. It is in the new countries of sparse population
and scantily developed natural resources that we
shall find the conditions most- favorable for the
supplying of Europe with low-priced foodstuffs and
raw materials in the future.

IIl. SOUTH AFRICA

Among such possibilities the several countries of
South Africa are by no means to be overlooked.
The trade as well as the political relationship in which
these countries stand to Great Britain and other
European countries promises a constructive effort
toward their further exploitation, the furnishing of
necessary capital, and the emigration of a. much-
needed labor and supervisory force. South Africa
has considerable dairy and live-stock possibilities
and is being experimentally developed with refer-
ence to both fruit and cotton. At the present time
small exports of maize enter the European market
from this source.! All in all it would seem that
South Africa is to be classed as a secondary reserve
for the development of European imports after the

1 The U. S. Department of Commerce reports (press release,
Oct. 19 and Nov. 6, 1923) that the Union of South Africa exported
over 6 million bushels of maize in the year ending June 30, 1923.
The crop was larger this year and the export surplus is estimated at
21 million bushels.
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possibilities of the Argentine, Canada, and Austral-
asia have been somewhat more fully developed.
It seems likely, however, that South Africa will be a
significant competitor in the European market before
the United States could return to a position of
great importance in that market with reference
to any farm products except cotton, tobacco, and
pork products.

Indeed there is some ground to believe that
unless the problem of low .yields and high costs in
our cotton industry is met with reasonable prompt-
ness we may find in South Africa a somewhat
formidable competitor in the cotton-consuming
markets of Europe. The Empire Cotton Growing
Corporation has made a thorough survey of the
area and, in a careful and conservative report,!
recommends the development of this territory as a
practicable source of cotton which might be expected
to yield, after ten years or so of development, some
half million bales or.even a million bales annually.
That cotton-growing development along these lines
is to be looked for seems likely from the latest reports
coming from England. We read:

The Government intends in the next session of Parlia-
ment to obtain sanction for the construction of a new line
of railway from Somkele to the Pongola, which is regarded
as the first step towards the creation of a great cotton-
growing industry. Experts from Lancashire have toured
most of the likely cotton-growing lands in South Africa,
and, subject to the attainment of reasonable standards of
production, they give the assurance of a big development

1 Cotton Growing in South Africa, London, 1923.
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within the next ten years. Zululand ¢ontains some of the
finest belts for the growing of the plant in the world, and
extensive pioneer work in cotton cultivation along the
Pongola had been carried out for some time past, and
the land is ripe for exploitation. The construction of the
Somkele-Pongola railway would give a great impetus to
the new industry.!

In summarizing the circumstances which will
determine the sources from which Europe will supply
her needs for those agricultural commeodities in
whose production the American farmer is interested,
six points stand out clearly.

(1) The agricultural productlwty of Europe is
today definitely recovering through the individual
efforts of producers and the conscious policy of gov-
ernments. While not yet back to a parity with
pre-war conditions, it seems clear that it will come
back to that figure or even exceed it in proportion
as the European market is restored.

(2) As yet industrial productivity is below the
pre-war mark, which reduces the power of European
countries to buy even such supplies as are now pro-
duced at home. This demoralization of the farmers’
market is greatly accentuated by the impairment
‘of transportation facilities and the collapse of paper
currencies. ,

(3) Such foreign buying of agricultural products
as is being done today or will be done in the years
to come naturally follows the line of greatest rela-
tive advantage. The European buyer seeks those

! Manchester Guardian Commercial, Jan. 17, 1924,
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countries whose extensive agricultural development
means low production costs and whose relatively
scant industrial development means a favorable
selling market for the manufactures of the European
importing country. ,

(4) Figures of present production and potential
resources indicate that the needs of Europe for most
agricultural imports can hereafter be supplied in
countries such as Argentina, Uruguay, Canada,
Australasia, and South Africa more advantageously
than in the United States.

(5) The United States producers suffer under two
particular disadvantages in the export trade; first,
the foreign exchange rate, and, second, the long
interior distances coupled with high freight rates.
While the distance of the western Canadian pro-
ducer from seaboard is as great, his rates are dis-
tinctly lower.

(6) While it seems quite possible that changes
in European agriculture may increase Europe’s
dependence on wheat imports in case the industrial
productivity and urban purchasing power of these
countries recover fully, this would apparently
work to the advantage of Canada, Argentina,
and Australia rather than to the advantage of the
United States. At the same time the accompanying
expansion of live-stock production in Europe would
probably be particularly effective in the case of
swine and would thus touch American agriculture
in one of its most sensitive spots. :

(7) Although the American producer of cotton
and tobacco is strategically in a stronger position
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than other farm producers, this position is not such
as to encourage expansion of even these industries
nor long-time plans based on dependence primarily
on the export market.



CHAPTER IX
' SUMMARY AND CONCLUSIONS

The world has been going through an extraor-
dinary economic upheaval. At such a time two
questions arise to challenge every industry and each
individual who is a directive unit within it. These
questions are: First, what was the real trend of
events before this disturbing force intervened; and
secondly, will these forces resume their operation
as the present disturbance subsides, or are condi-
tions now so altered as to change significantly the
pathway of future development?

It has been the purpose in the present volume to
view our agricultural export relations in a somewhat
lengthy perspective, in order to seée the long-time
trend in our agricultural development and not be
misled by the short-time swings which have taken
place within the reach of our own brief memories.
This closing chapter, in attempting to focus ‘on our
present problem whatever light may come from the
eight preceding chapters, will address itself to three
issues:

(1) What was the American farmer’s outlook in
19147

(2) Does European “reconstruction” imply a
return to that situation?

225
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(8) If essential features of the world’s economic-
organization have been permanently altered, what
does this mean to the American farmer?

The conclusions upon these points to which our
study leads us will now be summarized.

I. THE AMERICAN FARMER’S OUTLOOK IN 1914

When the news of a European war fell upon the
incredulous ears of our people in the summer of
1914, American agriculture stood in a position of
‘quite unusual prosperity. For a period of seventeen
years farm technique had been improving, capitali-
zation Increasing, prices rising, and the standard
of rural life approaching a level seldom if ever
enjoyed over any extended time by any large
body of agricultural producers. The annual sur-
plus of cereal and live-stock products which had
been so large as to depress prices severely in the
later decades of the nineteenth century was now
being largely absorbed by the vigorous develop-
ment of our own population and industry, and the
production of cotton was keeping within the limits
of profitable demand in our domestic and overseas
market.

Our national prosperity at the outbreak of the war
was not to be measured in terms of a so-called
“favorable balance of trade” filled out by heavy
exports of low-priced farm products. It consisted
rather in the existence of exchange ratios between
farm and industrial products which stabilized the
several parts of our economic organization in a satis-
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factory working relationship. The bulk of our
farmers were no longer dependent primarily upon
Europe for a market, nor was Europe primarily
dependent upon us as a source of food supplies. The
United States was proving itself a large enough
economic unit and one sufficiently diversified in its
natural resources to attain to a high degree of
economic self-sufficiency without doing violence to
the principle of division of labor and exchange
cooperation. To grasp the full economic signifi-
cance of this situation we need to review for a
moment the world relationships in which we had
previously stood and the relationship of north-
western Europe to the rest of the world.

As pointed out in Chapter I, the réle to which
pioneer America was most readily adapted was that
of exploiting our rich natural domain to furnish
cheap extractive products for the industrial nations
of northwestern Europe. These were countries
whose agricultural resources, none too ample at
best, had long since been worked far into the realm
of diminishing returns; whose populations were
dense; and ~whose manufacturing development,
based largely upon coal and iron deposits, had pro-
ceeded to an advanced stage. We saw further,
however, that the United States itself possessed
rich mineral resources which, once capital and labor
supply could be accumulated here or drawn from
abroad, rapidly developed a home supply of manu-
factured products and a home market for a steadily
increasing percentage of our agricultural output.
The adjustment which took place between our
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industries and our agriculfure was, of course,
furthered by the more rapid accumulation of popu-
lation in industrial regions than on the farms. Our
country being so large and our resources so-varied,
there was economic soundness in the internal ad-
justment thus taking place as we passed from the
age of economic childhood and pioneering to that of
economic maturity and balanced national develop-
ment.

The situation as it concerns Europe presents two
essentially different factors. Taking Great Britain,
Belgium, and Germany as the industrial center of
Europe, we observe that their population was so
dense and their agricultural resources were so meager
that such a thing as balancing their agricultural
and industrial life within Europe was utterly out
of the question. Furthermore, with the Continent
divided into more than twenty separate countries,
the narrowness of national boundaries precluded
any such easy and flexible coordination of the
resources of Europe as a whole as had been readily
achieved within the wide bounds of the United
States. To be sure, a surplus-food area in Europe
exported great quantities of cereals, meat, poultry
and dairy products, and the like to the food-deficit
areas. But even such countries as Russia and
Austria-Hungary underwent a considerable amount
of industrial development, and population through-
out Europe was dense as compared with American
standards. This meant that Europe as a whole
was a food-deficit area and that the readiest adjust-
ment between this food deficit and surplus manu-
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facturing capacity was to be found in those coun-
tries in the newer parts of the world which were still
in a relatively early stage of agricultural growth
and which, through scarcity of population and pov-
erty in the matter of coal and other mineral resources,
were ill adapted to industrial development.

While a very great mutual dependence had grown
up between industrial Europe and the United States
in the latter part of the nineteenth century, this
relationship was essentially temporary in its char-
acter, and was speedily modified by the progress
of our industrial growth. It was, therefore, in such
countries as Argentina, Australia, and Canada that
Europe was to find areas whose resources and con-
ditions of development alike put them somewhat
permanently in a complementary position with ref-
erence to industrial Europe. While South Africa is
something of a food exporter today and promises
further possibilities in this direction in the future, it
is not included in the above list because of the fact
that its mineral resources seem to promise that its
development will be more symmetrical and that it
will maintain an internal adjustment more complete
than that of the other regions discussed.

In a word, then, the actual situation of the
American farmer in 1914 was one of diminishing
importance as an exporter of agricultural products
to Europe, of approaching balance with the con-
suming capacity of an enlarging domestic market,
and even, in more or less important commodities,
of considerable susceptibility to the competition of
agricultural imports from Australia, South America,
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Russia, and other foreign countries. (See Appendix
C, pp. 315-319.) A restoration to the precise point
we occupied at that time would therefore mean not
only smaller exports of cereals, meat, and tobacco
than those actually sent abroad in 1923 (see figs. 16
and 17, pp. 89 and 90) but also an export position
which in following years might confidently be
expected to decline still further—that is, to continue
the downward-trend of the pre-war period.

Whether or not we bid fair to return in fact to
that 1914 position and outlook is then the second
question for us to consider.

II. DOES EUROPEAN RECONSTRUCTION IMPLY A RETURN
TO THE SITUATION OF 1914?

The expression, “back to normal” has been assidu-
ously employed during the last four years in the
United States, and the word, ““reconstruction’ has
been the peg on which most European discussion has
been hung since the war. Though such expressions
are natural enough at such a time, and right and
useful within limits, it is to be feared that their
habitual repetition has both revealed and tended
to perpetuate the idea that the single year or period
of a few years immediately preceding the war repre-
sented some sort of a fixed adjustment which had
in it the essentials of permanent rightness and to
which we should expect to return.

As a matter of fact we all know that 1914 was not
a “normal” year any more than any other single
year is, nor were the conditions at that time a static
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state which would have preserved their own blessed
equilibrium even if the war had not intervened.
The timepiece of economic evolution can not be
set back five years and much less ten years. We
should, therefore, endeavor to keep clearly in mind
not merely what was, but what was developing, in
1914. This we have discussed in Part I and have
summarized in the previous section of this chapter
(p. 226). With these trends in mind we can now
ask how the disturbing influences of the war period
have accelerated, retarded, or redirected any of
these forces and what sort of new world relationships
may be expected to grow out of the present situation.

The “‘reconstruction” of Europe as it existed in
1914 would mean a Europe of flourishing factories,
thriving commerce, and unrivaled financial power.
Today the factories are not flourishing, commerce
does not thrive, and the financial power of Europe
has been impaired if not crippled by the events of
the war. Not alone did those four years involve
a tremendous destruction of property, but also the
center of capital control has shifted from Western
Europe to America. The resulting increase in
international payments coming here makes European
import buying more difficult. At the same time
the level of general prices in the United States
apparently establishes farming costs on a rela-
tively high plane for some time to come. These
two influences operate together to lessen greatly
the availablilty of this country as a source of agri-
cultural imports for Europe. Only if we undo
the financial changes of the war, only if Europe
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recovers her wartime losses in this direction and
also in industry and trade, can the old situation be
reconstructed. -

Not merely is the foreign purchasing power of
Europe today seriously impaired, but also the most
sanguina hope offered by any of the reconstruction
projects now under way hardly promises more than
to stem the tide of further economic dissolution and
to set up the slow process of returning to solvency.
Furthermore, along with the lessened purchasing
power of our one-time customers abroad, there has
gone, as shown in Chapters VII and VIII, a revival
of agriculture in Europe and an expansion of farm
production by our chief competitors elsewhere.

The Europe which can be ‘reconstructed” out
of the shattered materials left by the Great War
will be one of greater self-sufficiency, more meager
standards of living, and careful searching for the
cheapest sources of food and raw materials while
capital losses are being so far as possible made up
and debt obligations being adjusted. There is no
use blinking the fact that our farmers can not afford
to produce the present quantity of exports at the
present level of costs for the low-price European

. market nor can European consumers afford to buy
any great proportion of their needed agricultural
supplies in our relatively high-price market.

Our second question then is answered by the state-
ment that we are returning to the position of declin-
ing agricultural exports of 1914, further accentuated
by the events of the war, and its after effects.
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II. WHAT DO DECLINING EXPORTS MEAN TO THE
AMERICAN FARMER?

It has not been the purpose of this book to main-
tain that Europe stands upon the brink of economic
dissolution, nor to suggest the desirability of an air-
tight self-sufficiency for an economically isolated
United States. But we do find that between 1914
and 1918 a very complicated and delicate economic
system suffered a great collapse. Whether indeed
that old economic order will ever be restored in its
former condition remains to be seen.

While it seems natural for most of us to think of
the ultimate European settlement only in terms of
Europe as we knew it in pre-war glory, we should
keep our minds open to the possibility that such a
restoration may not in fact take place. It is con-
ceivable that only a somewhat curtailed industrial
life may be revived in Germany and Austria, so
limited as to be in stable balance with the agricul-
tural development of the Danube basin and Russia.
It is conceivable also that France may balance her
economic life largely within Continental markets
and food supplies, supplemented by whatever African
development she may be able to carry through.
Great Britain, with an industrialism overshadowing
that of the Continent, may be expected to comple-
ment as fully as possible the needs and activities of
her colonial domains and other nonindustrial areas,
though doubtless without resuming the rate of
growth which marked the heyday of her pre-war
bloom.
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The United States in such a process of develop-
ment falls to a position of small importance as an
exporter of food to European markets, the tendency
being toward flour for the tropics and the Orient
rather than wheat for Liverpool and Hamburg;
toward pork products rather than grain; and toward
canned and dried fruits and vegetables and possibly
canned and powdered milk for the Orient and the
tropics, and probably more rice to Japan and even
to China or India in times of crop failure.!

The altered circumstances of Europe’s economic
life have already contributed to a serious decline in
agricultural prices in the United States. They have
forced some curtailment in our scale of production and
a considerable falling off in most important lines of
agricultural export. Even with this decline, how-
ever, the exports of 1923 were in the main above
those of the five-year pre-war average. For several
important commodities our present position is shown
in figs. 16 and 17 (pp. 89 and 90).

The downward course of cereal and beef exports
is striking,? and the facts presented in Chapter VII
indicate that the recent heavy European exports
of these products are to be explained as a lag in the
decline of that trade rather than its establishment
on a permanently higher basis.

Cotton exports to Europe could hardly be said to
have shown any definite downward trend in the period

1 We exported 359 million pounds of rice in 1922, of which 99
million went to Japan. In 1923 rice exports amounted to 293
million pounds, of which 61.4 million went to Japan.

1 Though bravely overlooked by the proponents of a Grea.t Lakes—

St. Lawrence deep waterway.
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before the war. Since the war they have fallen off
as a result of short crops in our South as well as low
purchasing power abroad. As has been shown in
Chapter VII, this shortage and the high price of cotton
are stimulating the development of rival sources of
supply in other subtropical areas, particularly South
America, India, and South Africa but to a lesser degree
also in the Mediterranean region and Australia. I
appears that any great permanent increase of produc-
tion in the United States in the future will require the
use of rather expensive measures for the control of
the boll weevil and possibly also the pink boll worm.
This, taken with the general outlook for other
items of production cost, seems to promise cotton
prices in America which will continue to stimulate
production in other lands. In view of the growing
capacity of our own cotton mills to consume the bulk
of domestic supply, this suggests possibilities of a
diminished importance for the European market
even in this field.

The mere fact, however, of a lessened and re-
directed export trade in the future does not neces-
sarily and permanently sound the knell of prosperous
American agriculture. The ultimate course of re-
adjustment by which our agriculture must be restored
to a condition satisfactory either to the farmer or to
the nation presents problems far beyond the scope
of the present book. Likewise, no judgment is here
either expressed or implied as to the practical wisdom
of any of the emergency devices which have been
proposed to meet the situation.

We have sought rather to clear the ground by
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which one must approach the whole problem of the
future policy of American agriculture. Whatever
- long-time programs or short-time emergency meas-
ures may be adopted, wise action can.be had only if
we appraise the European market at its correct
value. This study is directed therefore to that
limited objective and leaves to other studies the
larger question of what course should be followed
in view of the condition disclosed.

As to the condition itself, we conclude that, as
a prosperous Europe in the position of a heavy
creditor of the United States was declining in im-
portance as a market for our agricultural products
at pre-war price levels, a less prosperous (not to
say crippled) Europe, shorn of her credits here
and our debtor on a tremendous scale, can not
be expected to be a good market at present and
prospectively higher levels of costs. Hence, agri-
cultural exports may be expected to drop still further
in 1924 and thereafter. For American agriculture
to plan her future building on the foundation of an
expected revival and growth of the European market
would, therefore, mean building on quicksand.



APPENDICES



APPENDIX A

AGRICULTURAL EXPORTS DURING THE PERIOD
OF GROWTH, 1870-1900 )

In Chapter I (pp. 24-27) there were presented
a series of graphs showing the amounts of our agri-
cultural exports during the years from 1870 to
1900. For the sake of those persons who are
interested in analyzing this export trade further
there are presented in this appendix some data of
a more detailed character which show comparisons
of the relative importance of the lifferent commodi-
ties entering into the agricultural export trade and
of the various outlets in Europe through which this
trade moved.

I RELATIVE VALUE OF THE VARIOUS COMMODITIES
: EXPORTED

~ Throughout the greater part of the period under
discussion, cotton ranked highest in value among
our exports, grain and packing-house products being
second and third respectively. Tobacco was a
relatively modest fourth.. All other products taken
together bulked smaller than any one of the four
classes mentioned, with the exception of tobacco.
The relatiye importance of the “other products”
AT 239
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group, however, has grown steadily throughout the
period, rising from 5.3 per cent in 1870 to 15.3 per
cent in 1900. The percentage which each of these
four prinecipal commodities or groups of commodities
made of the total value of agricultural exports from
1870 to 1900 is shown in figure 24.

Although the absolute value of cotton exports
mounted steadily throughout the period, this trade
did not grow so rapidly as did that in grain and live-
-stock products and hence showed a considerable
decline in relafive position from the beginning to the
close of the period.! The extraordinary volume of
grain exports in 1879, 1880, and 1881 caused these
products to be the largest single item in our export
trade during those years, which, however, repre-
sented the climax of the movement, although the
single years 1892 and 1898 nearly restored the relative
-position of this class.

The comparative importance of some smaller
groups of products and individual commodities is
shown in figure 25 (p. 242). Although corn was of
large importance, the great bulk of exports in the
grain and grain products class consisted of wheat
and wheat flour. These, at times, ran as high as

1 Since the. different classes of commodities are here dealt with
aa percentages of the total value of exports, it is evident that the
result will be affected not alone by the physical volume of exports
but also by the level of prices for the different commodities main-
taining in the several years. For example, we may note in con-
nection with eotton that the export price, which averaged 15.7
cents in the three years 1870-72 inclusive, averaged only 9.8 cents
in 1885-1887. TFor data showing changes in physical volume of
exports the reader is referred to figures 26-30. .
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32.5 per cent of the total value of agricultural exports
and were at no time less than 15 per cent.

Of packing-house exports, pork products were of
far greater importance than were beef products,
mutton being negligible: Beef showed a fairly
steady growth in relative importance during the
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FiGURE 25.—PERCENTAGE RELATION OF SPECIFIED CLASSES TO
TorarL DoMEsTIC AGRICULTURAL EXPORTS, 1870-1900.

period; while, except for the first eight years, the per-
centage which pork products formed of total export
values remained almost stationary. Dairy products,
on the other hand, were not only less important
than beef products after 1876, but after 1877 and
throughout the remainder of the period they declined
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in relative importance as compared to the total value
of agricultural exports.

Of the individual items included in pork and beef
products, bacon was the largest. It was seldom
below 5 per cent of the total value of exports and at
times was more than 10 per cent. However, it
declined in relative importance during the period,
whereas lard held its own and, at the end of the
period, was almost as important as bacon. Hams
and shoulders were of negligible importance before
1880, but from that time forward increased steadily
until by 1900 they had reached 2.5 per cent of the
total value of the agricultural exports, a figure which,
at that time, was about half the value of the bacon
exports. By 1884 exports-of fresh beef comprised
somewhat over 2 per cent of the total, reaching 3.5
per cent in 1900.

II. DEPENDENCE OF VARIOUS COMMODITIES ON THE
FOREIGN MARKET

Mere volume of exports, however, does not indicate
the measure of dependence of a given industry on
the foreign market. Weé must consider also the
ratios that the exports bore to the total .amounts
of the several articles being produced in the country..
For example, the value of wheat and wheat flour
exports during the period averaged about five times
that of ‘tobacco, yet tobacco exports comprised a
greater proportion of the total tobacco crop than the
percentage which wheat and flour exports were of
total wheat production.

Of the major agricultural products, cotton has
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depended to the largest extent on the foreign mar-
ket, tobacco, wheat, hogs, and cattle being next in
order of dependence. Throughout the whole period
from 1870 to 1900 the annual exports of cotton-
comprised approximately “two-thirds of the entire
crop, ranging from a maximum of 72.6 per cent of
the crop of 1870 to 65.2 per cent of the erop of 1899.1
Exports of wheat, including flour, on the other
hand, made up a much smaller proportion of the-
total production and one which varied much more
widely from year to year. The smallest proportion
exported in any one year during the period was 16.9
per cent (crop of 1871), whereas the largest propor-
tion was 38.6 per cent in 1891. The year 1893
showed an export percentage of 38.4 and 1878,
1879, 1880, 1892, 1897 and 1900 all registered above
35 per cent. The reason for the great variability
is not alone that our production of wheat rose and
fell somewhat more sharply from year to year than
did the cotton crop, but also that our export trade
varied with production conditions in several other
wheat-producing areas. The source of European
wheat imports shifted from one to another surplus
region, whereas for cotton Europe’s dependence
upon the United States was much more absolute.
Corn exports rose from less than 1 per cent in
1870 to about 6.5 per cent of the total crop in the
late seventies while Europe was suffering from
short crops of bread grains. Thereafter it dropped
to an-average of only about 3 per cent until 1895,
1These figures 1"efer to the cotton-export year, which is the

twelve months beginning September 1 of the year in which the
crop is harvested.
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when it took a distinetly upward course, nearly
reaching 10 per cent in 1897 and averaging over 8
per cent for the five-year period, 1896-1900.! The
real dependence of the corn industry on the export
market, however, is a difficult thing to judge cor-
rectly because, while only a small proportion of
the corn crop was exported as grain, the corn-
growing industry depended upon the beef and hog
industry, which in turn depended to a considerable
extent upon the foreign market.

As for the live-stock and meat situation, it is
impossible to obtain accurate figures on the pro-
duction of .beef or pork for the entire period, but
an estimate of the beef production and pork pro-
duction in 1900 as given by the U. 8. Department
of Agriculture indicates that 11 per cent of the
dressed beef produced in that year was exported.
Pork exports, on the other hand, comprised 20 per
cent of the production of dressed'pork in 1900.2

Adequate tobacco production figures likewise are
not available before 1900, so it is impossible to
determine accurately the ratio of exports to pro-
duction. From such data as is available, however,
it appears that during the last decade of the century
roughly 45 per cent of the tobacco erop was exported.
Prior to that time the proportion was apparently
somewhat larger. The percentages which exports
formed of the total production of the four principal
export crops is shown in the accompanying table.

1 The export year used in these figures is the twelve months
following July 1 of the year in which the crop is harvested. :

* Holmes, G. K., The Meat Situation in the United States: U. S.
Dept. of Agr., Office of the Secretary, Rep. 109, pt. 1, p. 269, 1916,
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PercENTAGE OF Four Principar Crops ExporTED, 1870-1900

Cotton,® Wheat,? Corn,? Tobacco,®
Year Per cent Per cent - { Per cent Per cent
1870 72.6 22.3 1.0
1871 66.2 16.9 3.6
1872 67.7 20.8 3.7
1873 69.3 32.5 3.9
1874 71.0 23.7 3.5
1875 70.6 25.6 3.9
1876 68.9 19.7 5.7
1877 71.1 25.3 6.5
1878 69.3 35.8 6.3
1879 68.5 36.3 5.5 45.7
1880 70.1 37.4 5.5 50.9
1881 65.7 31.8 3.7 49.7
1882 67.2 29.3 2.6 45.9
1883 67.6 26.5 3.0 45.9
1884 69.1 25.9 2.9 42.6
1885 66.0 26.5 3.4 52.0
1886 68.1 33.6 2.5 57.3
1887 65.6 26.2 - 1.7 68.0
1888 68.3 21.3 3.6 39.6
1889 66.0 25.2 5.2 52.4
1890 68.3 28.1 2.2 47.7
1891 66.0 38.6 3.7 45.9
1892 67.4 ' 36.4 2.8 45.3
1893 71.4 38.4 3.9 46.8
1894 69.4 28.0 2.1 49.3
1895 66.6 22.2 4.4 48.3
1896 71.9 26.7 7.1 49.8
1897 71.1 35.6 9.9 43.1
1898 66.7 28.8 7.8 39.1
1899 65.8 29.3 8.7 39.7
1900 66.3 35.8 7.2 38.8

@ Export year beginning September 1.
Export year beginning July 1.
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IIL DESTINATION OF OUR AGRICULTURAL EXPORTS

In order to understand fully how European con-
ditions affected American agriculture it is necessary
to know not only what commodities and how much
of these commodities we exported to Europe, but also
which European countries were the chief buyers
of our products and what were the amounts of their
purchases. The amounts of these purchases vary
greatly between countries, both as to total and as
to distribution of this total among the various
products. -

The United Kingdom has been by far the most
important market for our agricultural products. Of
some products, notably fresh beef, bacon, ham, and
cheese, practically the entire amount of our exports
were to the United Kingdom. For all agricultural
products exported during the period from 1895 to
1899 the percentage of the value of those which
went to the United Kingdom was 53.4 as compared
with 13.6 to Germany, 6.2 to France, 4.7 to Nether-
lands, 3.8 to Belgium, and a total of 88.2 per cent
to all European countries.?

As with all of the other main agricultural exports,
the United Kingdom took more cotton than any other
country. As shown in figure 26 (p. 248), the total
quantity of cotton exported increased quite steadily
from 1870 to 1900, amounting in 1870, 1880, 1890,
end 1900 respectively, to 959, 1,822, 2,472, and

1 Hiteheock, F. H., Agricultural Exports of the United States,

1895-1899, U. S. Dept. Agr., Sec. Foreign Markets Bull. 20, p. 10,
1900.
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3,126 millions of pounds. Exports to the United
Kingdom also steadily increased from 649 million
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UniTEp StATES, 1870-1900.

pounds in 1870 to 1,470 million pounds in 1889,
after which, excepting for year to year fluctuation
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they remained fairly constant. Exports to Ger-
many, France, and Italy, however, except for year
to year fluctuations, continued to increase during
the entire period. During the last five years of the
century the exports to the United Kingdom were
45.8; to Germany, 23.7; to France, 11.4; and to
Italy, 5.7 per cent of the total quantity of cotton
exported.!

Prior to 1890, exports of the cottonseed products
were of little importance, the value of cottonseed oil
exported having only once been over 3 million dol-
lars. Cottonseed oil cake and cottonseed meal
are not consistently separated from other kinds of
oil cake and oil cake meal prior to 1894 in the
statistics of commerce and navigation, but the
indications are that their export growth closely paral-
leled that of cottonseed oil. The greatest growth
of cottonseed product exports occurred in. the late
nineties, cottonseed oil exports reaching 50 million
gallons and cottonseed oil cake and oil cake meal
one billion pounds in 1899. _

In contrast to raw cotton, the United Kingdom
was relatively a less important customer in these
cottonseed products, France and the Netherlands
taking a much larger amount of cottonseed oil and
Germany a larger amount of the oil cake and oil
cake meal. These exports, however, were of very
much less importance to the cotton-growing industry
than were the exports of raw cotton,

In dealing with exports of wheat and wheat flour

! Hitcheock, F. H., op. cit., 1896-1900, Bull. 25, p. 147.
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over a long period of years it is advisable to reduce
the two to a common denominator and add them in
order to have a single figure which will represent the
importance of the export trade to the wheat-growing
industry. This has been done in preparing figure
27, which shows the destination of wheat and wheat
flour exported from the United States.

In the case of wheat flour a substantial proportion
of our exports went to non-European countries, as
much as one-third of the total at times. The pro-
portion of grain going to non-European countries
was much smaller, resulting in the proportion of
wheat and wheat flour taken by non-European
countries being, for the most of the years, from 15
to 20 per cent of the total. In spite of these large
amounts taken by non-European countries our
exports to the United Kingdom composed more than
half of our total exports and were more than twice
as much as those to all continental Europe. Our
official export figures indicate that France usually
received the next largest amount, with Belgium and
the Netherlands occasionally exceeding it. As a
matter of fact, however, not a little of the wheat
nominally exported to Belgium and the Netherlands
was actually destined for consumption in Germany,
whither it moved through Dutch or Belgian ports.
For this reason exports to Germany, Belgium, and
the Netherlands have been presented as a unit in
figure 27. It may be added that our trade with
these Continental countries was primarily wheat,
flour being of decidedly minor importance.

One of the striking features of this trade is the
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irregularity of the amount exported.to continental
Europe, particularly to France. The wide fluctua-
tions are due primarily to the fact that these coun-
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Fiaure 27.~ExporTs oF DoMeEsTic WHEAT AND FLOUR
FrOM TEE UNITED StaTES, 1870-1900.

tries raise most of their own wheat and import only
what they need in addition. In poor crop years a
large amount is imported and in good years very
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little. Then too, the amount imported from the
United States depends on the size of the particular
year’s crop here and in other surplus wheat pro-
ducing regions. For example, the proportion ex-
ported from the crops of 1878, 1879, and 1880
averaged very high owing to the poor yields in
Europe during that period and the high production
in this country. From 1881 to 1890, however, our
yields averaged considerably below the peak of 1879
and 1880, whereas Russian exports were very heavy
in 1883 and 1885, phenomenal in 1888, and well
maintained in the three years following. In addi-
tion, the competition of British India and Australia
was quite vigorous throughout the eighties, par-
ticularly in 1883 and 1885. American wheat exports
again had a banner year following the crop of 1891,
which broke all previous records. The crop of 1892
was nearly as good, whereas England and France
had a bad cropin 1891 and Russia in 1892. As this
was followed, however, by heavy Russian crops
until 1897 and large Australian and Indian imports
until 1895, the percentage of our crop which was
exported declined sharply to a point in 1895 which
was the lowest reached except once since 1876.

As in the case of wheat flour, corn meal has been
reduced to a grain equivalent in the figures and
charts presented in this appendix, one barrel of corn
meal being considered as the product of four bushels
of corn. Exports of corn and meal fluctuated widely
throughout the period and showed very marked
growth, particularly in the seventies and in the late
nineties. The United Kingdom took a larger part
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~ of the total than any other country. In 1875 the
United Kingdom took 78 per cent of our total ex-
ports and 94 per cent of that taken by Europe. Of
the other countries Germany and France were next
in importance. In later years the -Continental
countries increased in importance, but the United
Kingdom continued dominant. It was not until
1897 that the total of our exports to all continental
Europe was greater than our exports to the United
Kingdom. At the close of the century the order
of importance was: United Kingdom, Germany,
Netherlands, Denmark, Canada, Belgium, and
France. .

The various meat and dairy products differed
widely as to principal countries of destination. In
some cases almost the entire amount of our exports
went to one country and in other cases they were
quite generally distributed to all European countries.
Meat products showed a rapid and fairly steady
growth throughout almost the entire period. Dairy
exports, on the other hand, increased rapidly during
the first decade of the period and then declined less
rapidly to the end of the century.

Our beef products went primarily to the United
Kingdom. In the case of fresh beef, as shown in
figure 28 (p. 254), practically the entire amount was:
taken by the United Kingdom. For example, for
the years 1896 to 1900, the United Kingdom received
-99.5 per cent (by weight) of our fresh beef exports.
Fresh beef did not bulk large in our export trade
until after 1875, due to the lack of facilities for
refrigeration. In 1879 we exported slightly over



254 AGRICULTURE AND THE EUROPEAN MARKET

50 million pounds. From that point on, particu-
larly in the late eighties and late nineties the growth
of exports was very rapid, reaching a figure of 329
million pounds in 1900. The United Kingdom was
also our most important customer in the cured beef
trade but took a much smaller proportion of our
exports.
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Froure 28.—ExrorTs oF DoMEsTIC FRESE BEEF FROM THE
UniTep STATES, 1870-1900.

The cured beef trade did not grow nearly as rapidly
as that in fresh beef, exports in 1870 ranging around
30 million pounds and in 1900 being slightly less
than 50 million pounds. The peak for cured beef
- was in 1890, when 98 million pounds were exported.
Exports of cured beef to the United Kingdom did
not show a very marked increase or decrease for the
period as a whole. During the greater part of the
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period they ranged from 20 to 35 million pounds,
and in 1900 were less than 20 million. For the last
decade of the century the United Kingdom received
about 50 per cent of our cured beef exports. Ger-
many received about 10 per cent of the total, and
our exports to all the other countries of Europe were
about the same as those to Germany.

Among pork products, bacon was the most
important and here also the United Kingdom was
our chief customer. The greatest growth of bacon
exports occurred in the seventies, a peak of 760 mil-
lion pounds being reached in 1880. As shown in fig-
ure 29 (p. 256), the United Kingdom continued to
take a very large part of the total exports. Belgium
was next in importance, receiving nearly 80 million
pounds in certain years but seldom more than 40
million pounds., Germany was the only other
European country of any particular importance,
and during only about half the period were our
exports to her more than 10 million pounds.

As in the case of bacon, the United Kingdom was
our greatest buyer of ham, but the exports of the
latter were not very large until a later period. The

- great growth of ham exports occurred in the nineties,

and principally in the late nineties. _

In contrast to bacon and ham, our exports of lard
were very widely distributed among the European
countries. Although here also the United Kingdom

. was more important than any other country for
nearly the entire period, Germany was of almost as

much importance and at times received more of our
lard exports than did the United Kingdom. The
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total to all other European countries was about the
same amount as that exported to Germany or the
United Kingdom. This, as well as the fairly steady
growth in the total exports, is shown in figure 30.
In 1870 our total exports of lard were only 36 million
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FigurE 29 —ExrorTs OF DoMESTIC BACON FROM THE
Unitep StaTES, 1870-1900. :

pounds, while in 1900 there were 662 million pounds,
the peak of 711 million pounds having been reached
in 1899.

Dairy products were not a very large item in our
export trade, averaging less than 2.5 per cent of our
total agricultural exports during the period from
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1870 to 1900. Of the dairy products exported,
cheese was the most important, butter exports being
a comparatively minor item during most of the years.
Cheese exports grew rapidly from 57 million pounds
in 1870 to a peak of 148 million pounds in 1881.
From this they declined almost as rapidly until, by
1900 they amounted to only 48 million. Through-
. out the entire period the United Kingdom was the
only customer of any great importance, taking
about 80 per cent or more of the total. Butter
exports followed a course nearly parallel to cheese,
starting with 2 million pounds in 1870, reaching
their peak of 39 million pounds in 1880, and drop-
ping to 18 million pounds in 1900. '
‘Tobacco exports, unlike the majority of the other
agricultural products, were somewhat evenly divided
among many European countries, there being no
single country predominant throughout the entire
period. TUp to 1884 Germany received more tobacco
than any other country, the United Kingdom being
second and France third during the most of the time.
After 1884, with the exception of the one year, 1889,
the United Kingdom received more than any other
country, growing steadily in importance. Germany
held second place after 1884. Throughout the entire
time France and Italy took about the same amount,
the higher of the two in any particular year usually
being the third country in importance. There
was no very marked increase in the total amount
of tobacco exported from 1870 to 1900. In 1870
the total exports of all unmanufactured tobacco,
which includes leaf, stems and trimmings, were
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186 million pounds. In 1874 they rose to 318
million, but dropped to 218 million in 1876. Exports
continued to fluctuate in a similar manner through-
out the peériod, being 263 million in 1898, 284 million
in 1899, and 345 million in 1900. While there was
definitely a growth during. the period it was not
rapid and the year-to-year fluctuations were very
great.

IV. CAUSES OF OUR GROWTH IN EXPORTS

With these facts in mind concerning the extent
and character of our growth in agricultural exports
to Europe during the latter half of the nineteenth
century we may now turn to a consideration of the
reasons for this growing volume of export trade.
Why were our goods in so great demand abroad?
Upon what circumstances, European or other, was
this demand dependent?

In Chapter I we have already alluded to the grow-
ing industrialization of northwestern Europe as
being the chief force which explains the expanding
market for American farm products. First in time
and most extreme in the degree of her industrializa-~
tion throughout the nineteenth century, Great Brit-
ain became by reason of this fact, and also by the
meagerness of her agricultural resources, the out-
standing customer for American farm products and
hence the greatest single factor in our export growth.
Even as early as the end of the eighteenth century
England had become definitely an importer of wheat,
and by 1815 an organized campaign against protec-
tive tariffs on breadstuffs was begun. This was



260 AGRICULTURE AND THE EUROPEAN MARKET

fathered by the leading manufacturers and actively
supported by the laboring classes, the Anti-Corn Law
League, organized in 1839, having cotton manu-
facturers as its principal supporters. The growing
feeling that industrial development in England was
unduly hampered by anything which tended to make
them dependent on home supply was greatly
strengthened by the bad harvests of 1844 and 1845. -
This was capped by the Irish famine of 1845 and
1846 and resulted in the repeal of the Corn Laws
and the practically free entry of grain after 1849.
At this time, to be sure, the export markets to
which England was looking for supplies of bread-
stuffs were to be found on the Continent. However,
the more her growth and industrialization under
this policy of free entrance of foodstuffs, the greater
the ultimate demand which she was building up to
be supplied later from non-European sources. In
the nature of the case British dependence upon
Continental sources of supply was bound to be
short lived in view of the fact that during the latter
decades of the nineteenth century the growth of
population on the Continent was hardly less striking
than that in the United Kingdom and her turn
toward industrial development and the growth of
cities hardly less marked. The growth of population
in the chief European countries between 1860-1865
and 1910-1915 amounted to 58.6 per cent in Great
Britain, 44.2 per cent in Germany, 63.9 per cent in
Belgium, 84.3 per cent in Holland, 40.0 per cent in
the Balkan States, and 91.5 per cent in Russia.
France was the outstanding exception to this gen-
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eral rule of rapid expansion in numbers, having
risen barely 6 per cent in the half century. The
marked extent to which this was a growth in city
population is shown by the following table:

PoruoraTioN or 155 Crries o Eurork, 1860-1865 to 1910-1915*

Number :

Country of cities 1860-1865 1910-1915

Austria, ................ 1 587,000 1,800,000
Belgium................. 6 737,695 2,428,012
Denmark................ 2 166,152 572,248
France.................. 38 4,275,543 7,428,989
Germany................ -39 2,748,558 10,941,141
Great Britain............ 23 6,200,644 ' | 11,407,084
Hungary................ 1 186,945 880,371
Ttaly....ooooeenneennn... 12 1,958,321 3,858,448
Netherlands. ............ 9 663,011 1,894,931
Rumania................ 1 124,734 345,628
Russio. ......ooeenen... 13 1,672,024 7,294,293
Poland.................. ‘1 162,805 909,491
Finland................. 1 61,530 170,500
Serbia...........c0vunnn. 1 14,600 90,870
Sweden................. 4 185,566 767,773
Switzerland.............. 3 146,055 - 446,522
Total............. 155 19,891,183 | 51,236,301

e R e Y Nk G A

The fact, furthermore, that population growth
and city concentration were outrunning the develop-
ment of European agriculture is also shown by a few
figures covering the production of important food-
stuffs during the same period:
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EvrorEAN PropuctioN ANp NET IMPORTS OF CEREALS, 1886-1900

(000 omitted)
Production _ Net
Yearly ‘ imports
Average five

Wheat | Corn | Rye Oats |Barley| cereals

Bushels | Bushels | Bushels Bushele | Bushels | Bushels
1886-1890 | 1,422,906 | 440,312 | 1,349,283 | 1,903,140 | 727,246 | 211,549
18011895 | 1,512,913 | 478,366 | 1,374,699 | 2,032,836 { 823,360 | 319,136
1896-1900 | 1,663,391 | 513,913 | 1,470,532 | 2,195,422 | 817,673 | 523,102

Nousgrs oF CATTLE IN EvropEAN CoUNTRIES, 1870-1900*
(000 omitted)

United
King-
dom

Hol- | Bel- Aus- | Hun-{ Rou-
France,

land | gium, tria | gary [mania

Den-| Ger-

Year3| Russia|
mark| many|

Italy|

1870 |21,409| 1,239( 15,777| 3,489( 1,411| 1,242| 12,733 7,425 5,279|. .. .. 9,235
1880 |23,845| 1,470 15,787| 4,783] 1,470] 1,383| 11,446| 8,5684| 5,311] 2,376; 9,871
1890 | 24,609] 1,460| 17,556 5,000| 1,533) 1,421 13,563| 8,644|. ... . .| 2,520| 10,790
1900 |...... 1,745| 18,9401 5,672| 1,656| 1,646) 14,521} 9,511 6,511( 2,589/ 11,455

* Provision Trade of the United States, U. S. Treasury Dept., pp. 234041,
1900; also Stahstmnl Abst-ract for the Principal and Other Foreign Countries
vol 88, pp. 330-52,
@ Figures are not alwsys for the year specified, but for the nearest available
year.

Numeers oF SWINE IN EvrorEAN CoUNTRIES, 1870-1900*

(000 omitted)
United
Year?| Russia| Den-| Ger- Italy Hol- B.el- France] A% Hua- Rou- King-
~ | mark] many land | gium, tria | gary dom
1870 | 9,051 442]. 7,124|1,554| 320 [ 632] 5,890| 2,551} 4,443|.....| 3,651

1880 | 9,208| b527| 9,206|2,064| 335 | 646| &,5662,722|4,160] 886| 2,863
1890 | 9,243| 771]12,174] 1,800] 579 | 1,163 6.017| 3,550 4,804| 926] 4,362
1900 |......[1,168] 16,807} 2,224] 747 | 1,015| 8,740) 4,683 7,330| 1,709 3,664

* Provision Trade of the United States, U. S. Treasury Dept., pp. 2343,
1900; also Statistical Abstraot for the Pnnmpal and Other Foreign Countries
vol 38, Pp. 830-562, 1913,

S Figures are not a!wsys for the year specified, but for the nearest available
year.
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Not alone, however, was there a growth'in popu-
lation quite disproportionate to the expansion of
agricultural production in Europe, but there was
likewise a marked advance in the standard of living,
particularly in countries which had only recently
become industrialized. The taste for white bread,
meat, and what formerly seemed table luxuries
was a striking accompaniment of city living and the
development of a larger purchasing power as a result
of factory growth and the development of machine
methods. The fact of more and better food, heavier
~ consumption of drink, and better standards of dress

and house furnishing are frequently mentioned by
European writers of the period, but definite quanti-
tative measures of such changes are difficult to secure.
Some light, however, is thrown upon the matter by
figures prepared by the U. S. Department of Agri-
culture ! indicating that the per capita supply of
wheat in Austria-Hungary (that is, home production
plus imports) rose from an average of 3.84 bushels
in 1886-90 to 4.42 bushels in 1901-05; from 6.04
to 8.40 in Belgium; from 2.59 to 3.40 in Germa.ny,
from 5.02 to 6.03 in Italy; from 1.91 to 3.29 in
Denmark; and from 5.93 to 6.10 in the United King-
dom, At the same time rye consumption declined
in Austria-Hungary, Bulgaria, France, and even
in Russia to a shght extent. There were alsq sub-
stantial increases in barley consumption, due, it
may be assumed, to more liberal consumption of beer.

While our discussion thus far has related entirely

Cereal Production of Europe, Bureau of Statistics, Bull 68,
pp. 42-44,
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to exports of foodstuffs, it should not be forgotten
that the significance of the European market was
by no means limited to these items of domestic con-
sumption. The expanding need for raw material,
which came from the growing cotton industry, early
advanced cotton exports to a position of first im-
portance in our export trade and they continued
to make up as much as 29.7 per cent and 26.5 per
cent of the total value of our agricultural exports,
even in the years 1879 and 1899, respectively, in
which cereal exports rose to the maximum of their
importance.

The situation of this southern staple is somewhat
different from that of the primarily western products
which we have already discussed. Europe was not,
in this case, changing from dependence on domestic
production to dependence on foreign supply. Except
for some regions of very limited producing capacity
bordering the Mediterranean in Greece and Italy
and a somewhat larger area in southern Russia,
Europe had no land suitable for cotton raising. The
growth of cotton imports, therefore, depended upon
the growth of a new textile demand in proportion
as cotton growth was cheapened, and as the aggres-
sive cotton-mill interests of Europe exploited their
domestic market or developed new markets in other
countries. In this development, the enlarging pur-
chasing power of European industrial populations
was an important factor. A second factor was to
be found in the development of commercial relations
with India, China, South America, and the like,
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where great quantities of low-priced cotton fabrics
could be absorbed in proportion as Europe devel-
oped a market for the products which these coun-
tries were able to offer. Thus, the cotton producer
in America profited from the commercial aggres-
siveness of European manufacturers and also from
technical improvements in the process of manufac-
ture, by which cost was reduced or quality improved.

While England was the great pioneer in the cot-
ton-textile industry during the first half of the
nineteenth century, development on the Continent
was rapid during the later years. Few Germans
wore cotton before 1850, the German cotton con-
sumption being only about 15 thousand tons per
year at that date. By 1870, the use of cotton had
increased so that in the five-year period, 1866-1870,
an average of 68 thousand tons annually were used,
and from 1871 to 1875 this rose to 116 thousand
tons per year.! Once under way, the development
was rapid, so that by 1899 our direct exports of cot-
ton to Germany amounted to 1.7 million bales as
compared with 3.6 million bales to the United King-
dom. It is probably true- also that of the cotton
reported as sent to the United Kingdom some was
reexported and that, on the other hand, Germany
secured some additional cotton through Amsterdam
or other ports of original entry. It is rather inter-
esting to note, in conclusion, that the tremendous
growth of the cotton industry in Europe, which was

! Clapham, J. H., Economic Development of France and Ger-
many, 1815-1914, p. 295.
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facilitated by the ample exports of cotton from this
country, was a not inconsiderable factor in the
growth there of great industrial centers which, in
turn, constituted a market for our wheat and bacon
and other food exports.

It is obvious, of course, that the growing consump-
tion of our farm products in Europe depended not
alone on the rising level of earnings among European
consumers nor on the skill and the aggressiveness of
European manufacturers and traders. It was aided
also by the extremely moderate prices at which agri-
cultural products were being offered in the export
market of the United States and other surplus coun-
tries. This lower trend of food and textile prices
may be traced in the table presented below.

It is a fact well known to any student of American
agriculture that this scale of prices represented in
many cases a highly unsatisfactory return to the
American producer, and that production continued
to come forward largely because of the stimulating
effect of our free-land policy. Not alone, however,
was the initial cost of agricultural produce being
kept at a low level in the United States by this free-
land influence and the rapid rate at which immi-
grants were crowding into the country. The cost
of agricultural produce laid down in Europe was
being kept to the lowest possible minimum also by
virtue of the low and declining freight rates which
were being offered by American railroads and by
ocean-going vessels. We need not discuss here the
relation which government subsidies to the railroads -
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Faru Prices orF PrincipaL Probucts, 1870-1900 *

Year Wheat Corn Cotton Cattle Swine
Per bu. Per bu. Per Ib. | Per head | Per head
1870 $0.944 $0.494 $0.121 $20.78 $5.61
1871 | 1.145 - 0.434 0.179 18.12 4.01
1872 1.114 0.353 0.165 18.06 3.67
1873 1.069 0.442 0.141 17.55 3.98
1874 0.863 0.584 0.130 16.91 4.80
1875 0.895 0.367 0.111 17.00 6.00
1876 0.970 0.340 0.090 15.99 5.66
1877 1.057 0.348 0.105 16.72 4.85
1878 0.776 0.317 0.082. 15.38 3.18°
1879 1.108 0.375 0.103 16.10 4.28
1880 0.951 0.396 0.098 17.33 4.70
1881 1.192 0.636 0.100 19.89 5.97
1882 0.884 0.485 0.091 21.81 6.75
1883 0.911 0.424 0.091 23.52 5.57
1884 0.645 0.357 0.092 23.25 5.02
1885 0.771 0.328 0.084 21.17 4.26
1886 0.687 0.366 0.081 19.79 4.48
1887 0.681 0.444 0.085 17.79 4.98
1888 0.926 0.341 0.085 17.05 5.79
1889 | 0.698 0.283 0.083 15.21 4.72
18-0 0.838 0.506 0.086 14.76 4.15
1891 0.839 0.406 0.072 15.16 4.60
1892 0.624 0.394 0.083 15.24 6.41
1893 0.538 0.365 0.070 14.66 5.98
1894 0.491 0.457 0.046 14.06 4.97
1895 0.509 0.253 0.076 15.86 4.35
1896 0.726 0.215 0.067 16.65 4.10
1897 0.808 0.263 0.067 20.92 4.39
1898 0.582 0.287 0.057 22.79 4.40
1899 0.584 0.303 0.070 24.97 5.00
1900 0.619 0.357 0.092 19.93 6.20

* Aa given in Yearbooks of U. 8. Department of Agriculture for December 1,
.on crops and for January 1, following on cattle and swine.
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had on this rate situation nor the propriety of the
freight-rate structure which tended to cause the
total burden to be relatively light on these classes of
goods and perhaps disproportionately low on hauls
of great distance. The fact is, however, that these
low transportation charges did much to facilitate
the growth of agricultural exports, particularly dur-
ing the later seventies and the eighties.

Railroad freight rates at this time fluctuated more
frequently and more sharply than they do now,
much after the fashion of ocean freight rates. How-
ever, an idea of the general course of rail freights
on farm produce can be gained from reports of the
Commissioner of Agriculture published during these
years. Thus, starting with a rate of 45 cents per
hundred pounds on grain from Chicago to New York
on January 1, 1876, the railroad freight tariff dropped
to 20 cents on May 5th of that year, thence rising
to 40 cents in October, 1877, whence it fell to 10
cents on May 1, 1879, averaged 35 cents in 1880,
ranged from 12} to 40 cents in 1881, 127 to 30 cents
in 1882, 15 to 25 cents in 1885.1 A better bird’s-eye
view of the situation can be obtained from a mono-
graph .on the grain trade of the United States pub-
lished by the Treasury Department in 1900. This
report shows the following schedule of rates on wheat
and wheat flour from 1881 to 1899, inclusive:

1 Rept. U. S. Commissioner of Agriculfure, 1885, p. 394.
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AvERAGE FREIGET RATES ON WHEAT AND WHEAT FLOUR, CHICAGO
10 NEW YORK, 1881-1899

Wheat, per bushel

Flour,

Year pell)' b:lr;el
By lake By lake By all i’ i

and canal and rail rail :

Cents Cenls Cents Cents
1881 8.19 10.4 14.4 51.12
1882 7.89 10.9 14.6 50.25
1883 8.37 11.5 16.5 53.95
1884 6.31 9.95 13.125 45.53
1885 5.87 9.02 14.0 42.93
1886 8.71 12.0 16.5 50.33
1887 8.51 12.0 15.74 52.47
1888 5.93 11.0 14.5 48.10
1889 6.89 8.7 15.0 50.00
1890 5.85 8.5 14.31 47.70
1891 5.96 8.53 15.0 50.00
1892 5.61 7.55 14.23 47.42
1893 6.33 8.44 14.7 48.85
1894 4.44 7.0 12.88 42.93
1895 4.11 6.95 12,17 39.70
1896 5.38 7.32 12.0 40.00
1897 4.35 7.37 12.32 41.07
1898 4.42 9.50 11.55 38.51
1899 5.05 6.29 11.13 37.43

The downward course of ocean freight rates like-
wise is shown by the following rates quoted by the
U. 8. Commissioner of Agriculture: :
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AvERAGE FREIGHT RATE ON WEHEAT, NEW YORK TO LIVERPOOL,

1870-1888 *
(Cents per bushel)

1870......... 11.56 1880......... 11.76
1871......... 16.32 1881......... 8.16
1872......... 15.28 1882......... 7.74
1873......... 21.12 1883......... 9.08
1874......... 18.16 1884......... 6.80
1875......... 16.14 1885......... 7.20
1876......... 16.04 1886......... 6.92
1877..cccvt.. 13.86 1887......... 5.42
1878......... 15.22 1888......... 5.34
1879......... 12.40

* Ann. Rept. Comr. Agriculture, 1888, p. 451.

Concerning the situation of the American pro-
ducer relative to the European market in view of
our great natural resources and this favorable situa-
tion as to transportation costs, Mr. Edward Atkin-
son observed in 1884:!

Is it not apparent that wheat may go even below 34
shillings per quarter in Mark Lane before the supply of
wheat from Dakota would cease to meet the demand,
except the demand. of our own country should stop the
export tide? With our present railway and steamship
service, even at paying or profitable rates of traffic, our
farmers can unquestionably contest the markets of
Europe with India and Russia, down to less than 34
shillings a quarter in Mark Lane, if they can not do
better at home. . . . Thirty-four shillings per quarter
will yield a little over $1.00 per bushel in London, 2t

1 Atkinson, Edward, The Distribution of Products, p. 300.
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which we can readily continue the traffic, but of course
at a greatly reduced profit to the farmer.!

It was inevitable under such circumstances that
the exact nature of the American competition in the
world’s food markets should early become a matter
of concern to foreign governments as well as our own.
British, Austrian, German, and other foreign students
of the matter visited the United States in person or
studied the available data as a means of gauging the
probable capacity of the United States to supply
farm produce to Europe over a longer or shorter
future period. A number of these analyses were
reviewed by the U. S. Commissioner of Agriculture
in his annual report for 1883, which begins with the
following interesting passage:

The diminished production of European agriculture
during the past ten years and an increase of population
in the same period have caused enlarged demands upon
the surplus bread and meat products of other continents.
The reduction of the home supply has resulted from unfav-
orable seasons rather than any extensive loss of area in
cultivation. In Great Britain the discouragement of
continued failure has somewhat circumsecribed the wheat
area. These losses have fallen mainly on the agriculture
of Western Europe. While bad seasons were followed
by worse in Europe, a series of exceptionally productive
years was enjoyed in this country. A surplus of food
products, always large, therefore became still larger, and
a prominent share in the required supply was furnished
by the United States. At the same time our railway

1As a matter of fact 1891 was the only year after 1885 and
before 1898 in which the English price of wheat was maintained as
nigh as $1.00 a bushel. In 1894 and 1895 it was little more than
two-thirds of that figure.
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transportation rates were wisely reduced to render pos-
sible this increased movement. The result was an unusual
foreign export of wheat, corn, and meats, sold at lower
rates than European farmers could afford to accept;
when their operations became unprofitable, profits were
absorbed, capital wasted, and in many cases bankruptcy
followed. Rents declined and leases were given up.

German and French farmers, as well as British, have
been for some years feeling the pressure of this competi-
tion. The city and country press of those countries has
teemed with discussions of the situation, and writers on
national and political economy have treated the subject
at length in pamphlets and serials.

The commissioner quotes first from British offi-
cial representatives who had made studies here in
1879 and 1881 but gives chief attention to views
emanating from Central European sources. Among
these, Max Wirth ? estimated that America was able
to produce grain at one-third less than the average
cost in Europe, and believed that the wheat area
would continue to expand because of transporta-
tion rates lower than those maintaining in Europe.
These freights he thought might be expected to fall
still farther. Mr. Karl Kautsky 2 also, writing on
the competitive advantages of the American farmer—

canvasses the comparative costs of producing wheat in
America and Europe, and concludes that in this country
the cost is 5.65 francs per hectoliter, and in France 18.42
francs. He makes the cost per day for feed in fattening
an ox 1.03 francs in France, and in Texas only seven-
hundredths of a franc; for sheep, twelve-hundredths of a
franc in France, and two-hundredths in Texas. With

1 Krisis in der Landwirthschaft und Mittel zur Hiilfe.
3 Die {iberseeische Lebensmittel-Kunkurrenz.
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this advantage the Texan farmer must grow wealthy
while the French farmer is consuming his eapital. Another
advantage in America is political. While in' Europe
three million able-bodied men are taken from the plow
and workshops into the military service, the land forces
of the United States amount to only 27,500 men. While
in Germany 1 per cent of the population do military duty,
only one-hundredth of 1 per cent serve as soldiers
in the United States. In the grain region the American
farmer pays at the most 1 mark taxes per hectare, in many
states (as in Texas) only .28 pfennigs per hectare; the
Austrian farmer, on the other hand, at least 5 marks, and
the French farmer 20 marks.!

How deeply our competition had penetrated into
the heart of European agriculture is shown by an
Austrian, Dr. Alexander Peez, who writes as follows:2

As early as 1873 small quantities of American wheat
appeared in the markets and mills of northern Bohemia.
At the same time considerable quantities of lard and bacon
came to us, and so great was the effect of even their first
appearance that, while in 1870 Austria-Hungary exported
165,000 meter zentners of these articles, in 1874 150,000
meter zentners were imported, the American products
having gone so far as Pesth. Since then Austrian com-
mercial history further records the fact that in 1879
American wheat was sold in the markets of Trieste and
Fiume, the export ports of the Hungarian grain trade;
and that in 1880 the pressed-yeast factories about Pilsen
consumed about 30,000 meter zentners of American corn,
while in Relchenberg American’ apples have become a
staple market article.

It should be borne in mind, however, that the
authors to whom we have just referred were writing

! Rept. U. 8. Commissioner of Agricultme, 1883, p. 349,
3 Die Amerikanische Concurrent.
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at about 1880 or 1881, just when the competition of
American cereals was at its height. The keenness
of our competition was considerably lessened by
better crop yields in Europe in the following years,
coupled with a marked shortage in the United States
in 1885 and a comparatively light crop in 1883.
Writers of the late eighties ! were inclined to look
with some complacency on the progress made by
Continental agriculture, due in part to the move-
ment toward government assistance and to more
scientific methods ‘which developed out of the earlier
agitation. These checks to American exports, how-
ever, proved to be rather temporary in character.
The .United States had very large cereal crops in
1889, 1891, and from 1895 to the end of the decade.
Russia, on the other hand, had poor crops in 1891
and again in 1897, and furthermore was hampered
by certain tariff wars in the early nineties. In the
United States the heavy cereal production of the
nineties was matched by several record-breaking
cotton crops and a very high level of live-stock pro-
duction, culminating in extraordinary exports in the
closing years of the century, particularly 1898 and
1899. - ’

It is perhaps not strange in -view of historic devel-
opments during the latter half of the nineteenth
century that there was a tendency in many quarters
to regard the decline in exports during the eighties
as having been a mere temporary recession and the
increase which took place in the nineties as some-

1Cf. Sering, Max, Die landwirthschaftliche Konkurrenz Nord-
. amerikas in Gegenwart und Zukunft, p. 534, ff. 1887.
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thing which could be counted on to be permanent.
For example, the monographs on the grain and pro-
vision trade of the United States published in the
Summary of Commerce and Finance, January and
February, 1900 (pp. 1995, 2309), speak as follows:

The influence of the foreign market upon the internal
grain trade of the United States is becoming constantly
greater. While domestic consumption is rapidly increas-
ing it is not growing at as rapid a rate as the foreign
demand. From 1867 to 1872 the United States exported
annually 35,500,000 bushels of wheat; from 1873 to 1878,
73,400,000 bushels annually; from 1879 to 1883, 157,600,~
000 bushels annually. After this period there was a
decrease in the quantity exported, the exports amounting
to only 122,400,000 bushels from 1884 to 1888, and
144,400,000 bushels from 1889 to 1893; but during the
last half decade (1894 to 1898) the export reached the
annual total of 159,600,000 bushels of wheat. During
these six periods the export of wheat was 15.53, 24.59,
34.91, 27.74, 28.86, and 34.96 per cent respectively, of the
total productlon, the proportion for these half-decennial
periods varying between less than a sixth to over a third
of the total crop.

While the corn crop has always been considerably
larger than the wheat crop the export of that article, has,
until recently, assumed no such proportions as that of
wheat There are recent indications of a continued large
increase in the export of corn. In 1898, for the first time,
there were more bushels of corn exported than of wheat
and flour combined (one barrel of flour being considered
equivalent to 4} bushels of wheat). This relation
between wheat and flour was not maintained during the
fiscal year 1899, but the exportation, though lessened; was
still con51derable, falling but little below that of 1897
and amounting to 174,089,094 bushels of corn and 791 488
barrels of corn meal. The exportation was to the same
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countries and in about the same proportion as in the case
of wheat, with the exception that Germany receives a far

larger percentage of our exported corn (19.9 per cent)

than of our exported wheat (7.4 per cent) or of our wheat

flour (0.3 per cent).

. « . In 1870 the exportation of provisions amounted to
less than $31,000,000, from which it increased with
remarkable rapidity to $156,800,000 in 1881. From 1881
on, however, the period of French and German exclusion
of meat products set in, and the value of our exports
declined rapidly until it reached $90,680,000 in 1886,
from which figures it has gradually risen. It was not
until 1898, however, that the high figures of 1881 were
again attained. In 1898 our exportation of provisions
amounted to $167,300,000, in 1899 to $175,500,000.

As a matter of fact it was the conditions of the
late nineties which were temporary, and the period
of our heavy agricultural exports was about to give
way to one of rather marked and steady decline.
Before passing on to disecuss the details of that
movement in Appendix B, it is well to note that
from both the American and the European points
~of view the competition of other countries with the
United States was far from being insignificant even
during the later decades of the nineteenth century.
Constant references are to be found to the relation
of older exporting countries, Russia and India, and
to certain newer entrants in the field, such as Argen-
tina, Australia, and Canada. The discussion of the
extent and nature of this competition, however, will
be left to our survey of the period following 1900,
in which it became a much more decisive factor in
our trade relations.
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AGRICULTURAL EXPORTS DURING THE PERIOD
OF DECLINE, 1900-1914

In the latter part of Chapter I the general features
of the decline of agricultural exports during the
period from 1900 to 1914 were noted. It is the pur-
pose of this appendix to present more detailed data
of exports during this period, tracing the course of

" this decline and examining the reasons for it. As
far as practicable, exports given in this appendix
are for calendar years instead of being for fiscal
years as were the data given in ‘Appendix A. An
exception is made in computing the per cent of crops
exported. In these figures the year from July 1 to
June 30 is taken for all products except cotton in
order that the figures may represent as nearly as
possible the exports of the crops grown in the given
year. The figures showing relative importance of
several agricultural exports (pp. 278-292) are also
given for years-ending June 30.

1. GENERAL CHARACTERISTICS OF THE EXPORT TRADE

In this period, as compared with the period 1870~
1900, there were a number of important changes, not
only in the relative value of the various products

277
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exported but also in the general trend of increase
or decrease of these values. In the case of cotton
exports, which in the period from 1870 to 1900 had
been decreasing in importance as compared with
other classes of products, there was a decisive and
a rapid growth. As shown in figure 31, cotton
exports had comprised less than 30 per cent of the
value of all agricultural exports in the year ending
June 30, 1900, while in the year just preceding the
outbreak of the war (year ending June 30, 1914)
they comprised practically 55 per cent of the total
value of our agricultural exports.

Grain products, which had maintained their rela-
tive importance throughout the period ending 1900,
now showed a clearly marked tendency to decline.
They decreased from more than 31 per cent of the
total value of agricultural exports in 1900 to less than
15 per cent in 1914, having been even lower than
this in 1911 and 1912. Packing-house products
likewise declined in relative importance during this
period, though not as rapidly as did grain products.
In 1900 packing-house products ranked third among
agricultural exports, comprising slightly over 21 per
cent of the total. By 1914 their value was less than
14 per cent of the total, which put them again in
third place, where they had been in the previous
year also. This, however, was due chiefly to the
marked increase in grain exports in these two years.
In the nine years preceding 1913 the relative impor-
tance of packing-house products had exceeded that
of grain exports in every year except one.

The relative standing of these groups is shown in
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Fiavre 31.—Revative IMPORTANCE OF PRINCIPAL CLASSES OF

DowmesTic AGRICULTURAL ExporTs FROM THE UNITED
States, 1900-1914,
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figure 32, in which, for the sake of comparison, the
whole period from 1870 down to 1914 is presented.
The relative decline and subsequent recovery of
cotton contrasts sharply in this chart with the pro-
nounced rise of grain exports in the early years and
their even greater falling off toward the close of the
period. The course of packing-house products is
similar though less extreme in its movement.

As shown in figures 31 and 32, tobacco, in contrast
to the other classes of products, showed a slight but
very steady increase in relative value, rising from
3.4 per cent to 4.8 per cent. The “other products”
group, after a slight increase up to 1904, declined
somewhat in importance throughout the remainder
of the period.

Turning now to the individual products within
these general groups, we note that the value of wheat
and wheat flour exports, which were the main items
in the grain and grain products class, showed a
decrease similar to that of the entire cereal group.
While beef and pork products both decreased, the
decrease in beef products was the more rapid, falling
from 6.3 per cent in 1900 to 1.3 per cent in 1914.
Pork products on the other hand were 13.3 per cent
of the total in 1900 and 10.2 per cent in 1914. Live
animal exports, never a leading item, now almost’
disappeared, following a course quite similar to that
of beef products. Dairy products continued the
decline in significance on which they had started
as early as 1877.

Of the individual pork products lard was the only
one of importance which maintained its position,
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whereas bacon and ham exports both declined in
relative position, bacon from nearly 5 per cent to
less than 23 per cent and hams only slightly. Fresh
beef, which at the beginning of the period had been
the largest item in the beef-products class, fell from
3} per cent to less than one-tenth of 1 per cent of
the total value of agricultural exports.

These figures, it is to be noted, are relative; and
since the total value of agricultural exports fell during
the period, the exports of a product which merely
maintained its relative importance from 1900 to
1914 would have decreased in absolute-value figures
and one which decreased in relative position would
show an even greater decrease in absolute value.

Passing to the question of the relative dependence
of the various classes of farm products on the foreign
market during this period, we find that cotton
remained in the position of the greatest dependence,
with tobacco, wheat, hogs, and cattle next in line.
This was the same order as that maintained in the
period from 1870 to 1900. There were, as is shown
in the table on page 283, changes in the extent
to which some of these products depended on the
foreign market. _

Cotton showed practically no change, the highest
per cent exported being 71 per cent of the crop of
1901 and the lowest being 62 per cent in 1903. In
the case of wheat, on the other hand, there was a
marked decline. In the five-year period from 1896
to 1900, 31 per cent of the wheat crop was exported,
while in the period from 1909 to 1913, only 15 per
cent was exported. As in the previous period, the
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per cent of the wheat crop exported varied widely
from year to year, depending on the crop conditions
in the various wheat-producing countries as well as
the crops in this country. For example, only 7.4
per cent of the crop of 1904 was exported, as against
25.6 per cent of the crop of 1907.

PERCENTAGE OF Four Princrear Crors ExrorTED, 1900-1913

Year Cotton % Wheat? Corn? Tobacco
Per cent Per cent Per cent Per cent
1900 66.30 35.84 7.24 38.78
1901 71.01 29.74 1.74 36.76
1902 63.85 28.01 2.92 44 .80
1903 62.05 18.17 2.49 38.23
1904 66 .21 7.40 3.58 - 50.62
1905 64.56 13.44 4.37 49.32
1906 64.91 19.37 2.98 49.93
1907 68.39 25.56 2.19 47.39
1908 65.43 17.73 1.48 40.09
1909 62.93 12.47 1.48 33.85
1910 66.85 10.91 2.27 32.20
1911 68.19 12.83 1.65 41.97
1912 64.27 19.57 1.63 43.50 -
1913 - 62.56 19.07 .0.44 47.16
8 Export year beginning Septemberl. b Export year beginning July 1.

The proportion of the corn crop exported decreased
during the period from 7.2 per cent in 1900 to 0.4 per .
cent in 1913. The dependence of both beef and pork
products decreased during the period, only 6 per
cent of the total beef production of 1909 being
exported as compared with 11 per cent of the pro-
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duction of 1900. Pork exports in 1909 were 12
per cent of the production, while in 1900 they had
been 20 per cent.! Thus the decreased corn exports,
together with the decreased proportion of beef and
hog products exported, resulted in the corn-growing
industry being far less dependent than formerly on
the foreign market.

Tobacco shows an increased dependence on the
export market if we look merely at the beginning
and end of the period, being 39 per cent of the erop
of 1900 and 47 per cent of the crop of 1913. How-
ever, these particular years can not be regarded
as typical. During the decade of the nineties an
annual average of 45.5 per cent of the crop was
exported as compared with an average of 43.6 per
cent of the ten crops 1904-1913, inclusive.

II. DESTINATION OF THE PRINCIPAL AGRICULTURAL
EXPORTS

After 1900, although Europe was still by far the
principal destination for our agricultural exports,
she took a smaller percentage of the total than
formerly. A comparison of the proportion which
went to Europe and to the principal European
countries in the period 1910-1914 with the percent-
ages which these countries took in the period 1895—
1899 is shown in the accompanying table.?

tHolmes, G. XK., The Meat Situation in the United States,
U. 8. Dept. of Agr., Office of the Secretary Rept. 109, pt. 1, p.
26?-The percentages used for the period 1895-1899 are based on

the Department of Agriculture classification of total agricultural
exports, while those for the period 1910-1914 are of the Depart-
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Percenrages or Torar AcricuLtural Exporrs TAEREN BY
EuropEAN COUNTRIES

1895-1899% | 1910-1914°
’ . Per cent | Per cent
United Kingdom,.................. 53.4 37.47
Germany..........cvvvineennaanann .13.6 20.34
France...........cvvvveeneeeennnns 6.2 8.11
Netherlands. ...................... 4.7 4.68
Belgium..................coouln, 3.8 3.01
Other countries. ................... 6.5 10.29
Total Europe...... PN 88.2 83.90

e mtchcock F. H., Agricultural Exports of the United States 1895-1899,
U. 8. Dept. of Agr., Secuon of Foreign Markets Bull. 20, p.

Tras:rf:f%r gamn %l:ﬁntil;;llog (g'Alggzultural Exports from the United States,

The United Kingdom continued to be the principal
customer for our cotton, taking nearly half of the
total export. As shown by figure 33 (p. 286), our
exports to her increased during the period, though
not as rapidly as did our total exports or as our
exports to Germany. In 1900 the United Kingdom
took 44 per cent of our total cotton exports as com-
pared with 41 per cent in 1912 and 36 per cent in
1913. The proportion of exports to Germany, on
the other hand, increased from less than 25 per cent
in 1900 to 27 per cent in 1912 and 30 per cent in 1913.
France was third in importance among our cus-
‘tomers, our exports to her also increasing both in
absolute number of bales and in percentage of the
ment of Commerce classification, the principal difference being in

the omission of alcoholic liquors and beverages from the latter.
Doth are for fiscal years ending June 30.



286 AGRICULTURE AND THE EUROPEAN MARKET

total, although they did not increase as rapidly as
did those to Germany. Of the other countries Italy,
Spain, and Belgium were of some importance, rank-
ing in the order named.
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The other principal commodity in which our total
exports continued to increase in quantity after 1900
was tobacco, total exports being 305 million pounds
in 1900 as compared with 411 million in 1912 and
444 million in 1913. The tobacco exports continued
to go to a great variety of countries in considerable
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amounts, but the United Kingdom became by far
the most important customer, our exports to her
increasing considerably throughout the period, while
those to Germany decreased and those to France
increased but slightly. From 1900 to 1911 Germany
. was second in importance and France third, but in
1912-1913 the position of these two countries was
reversed. For the period as a whole Germany, Italy,
and France all took about equal amounts, Germany
usually being first, Italy second, and France third.
Our exports to each of them were usually around
35 to 40 million pounds as compared with 100 to
150 million pounds to the United Kingdom. The
Netherlands, Spain, and Belgium also were of con-
siderable importance.

In contrast to. cotton, our total exports of both
cottonseed oil and cottonseed oil cake and meal
declined. Our exports of these products to the
United Kingdom were of secondary importance,
Netherlands and France taking more cottonseed oil
and Germany and -Denmark taking more of the
cake and meal than did the United Kingdom. These
products, however, were of far less importance than
cotton. Unlike cottonseed oil cake and meal, flax-
seed oil cake and meal exports increased from 443
million in 1900 to 705 million in 1912 and 870 mil-
lion pounds in 1913. Belgium and the Netherlands
were the chief takers, our exports to each increasing
from roughly 150 million to 380 million pounds.
The United Kingdom was third in importance but
declined fairly steadily from about 100 million pounds
in 1900 to 55 million in 1913. Germany likewise
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declined, but our exports to her had never been
large, exceeding 25 million pounds only three times
during the period.

All of our principal food-product exports substan-
tially declined after 1900. In order to understand
fully the reasons for these declines we must first of
all know not only to which of the European coun-
tries most of our exports went but also how the
decline in exports was distributed among these
countries. In general, the United Kingdom was
the principal destination of our important food
products, and it was also primarily our exports to
the United Kingdom which suffered declines.

The total wheat and wheat flour exports of the
United States dropped from 183 million bushels in
1900 to 155 million bushels in 1913. And as shown
by figure 34 the exports of 1900 are low and those of
1913 high as compared to the general trend of ex-
ports during the period. The greater part of this
decrease in total exports consisted of a decline of
our exports to the United Kingdom. For the first
five years in the period beginning with 1900, wheat
exports to the United Kingdom were 53 per cent
of the total, and for the five years 1909-1913 were
39 per cent of the total. In the case-of wheat flour,
exports to the United Kingdom were 51 per cent of
the total from 1900 to 1904 and 27 per cent of the
" total for the period 1909 to 1913. Exports to other
countries, although they fluctuated considerably
from year to year, showed no very definite trend of
either increase or decrease. Netherlands and Ger-
many were next in rank to the United Kingdom,
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both being of about equal importance. To France
and Italy we also shipped considerable quantities
of wheat, but as in the Netherlands and Germany
there was no very definite increase or decrease.
Exports of corn from the United States to the
United Kingdom were more than those to any other

Millions of Bushels Millions of Bushels
-300, - 300

A : ' 250

200 : 200
/| \ 0
15 // 150
M
I\ 1. .
g loo/\ \ &/ 1 LA oo
: \ 4
' N\ \// ooy \ v
\ ! 0 KIf
50 ) N |~
~~s~ ! EL.G 4 fé’f ’—:- o0
/ [— BE> P _é:ﬁ___D‘S ﬁ/

Y
1900 1902 - 1904 " 16 fo08 1910 1012

Figure 34.—ExrorTs oF DouMestic WHEAT AND FroUR
rroM THE UNrrEDp StaTES, 1900-1913.

50

o
S
~

Aoz,

.country, being 43 per cent of the total in 1900 as
compared with 20 per cent to Germany, which was
second in importance. To the Netherlands also we
shipped considerable quantities of corn, indeed after-
1907 almost as much as to Germany. Exports to
France, while being quite large in 1900, had practi-
cally ceased by 1908, The decrease in our total
corn exports was shared by all the principal eoun-
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tries, exports to the United Kingdom falling from
82 million bushels in 1900 to less than 15 million in
1913; those to Germany from nearly 40 million
bushels in 1900 to 6 million in 1913. While exports
to the Netherlands did not decrease to such a great
extent as those to the United Kingdom and Ger-
many, the decline was substantial.
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Since the United Kingdom was practically our
only customer for fresh beef the decrease in total
exports of fresh beef was accounted for almost
entirely by the decline of this British trade. As
shown in figure 35, total fresh beef exports dropped
from 326 million pounds in 1900 to 7 million in 1913.
Cured beef exports continued the decline started in
the early nineties, reflecting the general decline of
the cured beef trade of the world rather than a dis-
placement of our exports by the exports from other
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beef-surplus countries. In 1900 we exported a total
of 56 million pounds, of which 21 million were to the
United Kingdom and 7 million to Germa.ny. In
1913 we exported only 25 million pounds, 5 million
going to the United K.mgdom and nearly 3 million
to Germany.

Our other principal beef-product export was oleo
oil, of which we exported 160 million pounds in
1900. Of this about half went to the Netherlands,
one-fifth to Germany, one-tenth to Norway and
Sweden, and one-twentieth to the United Kingdom.
Although the amount exported varied considerably
from year to year, the general trend of the total
exports was sharply upward during the early years
of the period, the largest amount exported in any
one year being 204 million pounds in 1907. From
then on there was an even more rapid decline, ex-
ports in 1913 being only 101 million pounds. The
exports to the Netherlands participated in the gen-
eral increase until 1906, after which they declined
rapidly, being the principal factor in the decline of
the total. Exports to Germany on the other hand
continued fairly constant with a slight upward tend-
ency until 1908, after which they decreased rapidly
from 40 million to 16 million pounds. Exports to
the United Kingdom also increased until 1908, and
after that declined even more rapidly than did the
exports to Germany.

In the case of bacon exports, which were 470 mil-
lion pounds in 1900, the United Kingdom was the
only country to which we exported a large amount,
Germany, France, Belgium, and the Netherlands
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being of distinetly minor importance. As shown
by figure 36 total exports and exports to the United
Kingdom declined together, whereas exports to all
other countries declined only slightly. As com-
pared with bacon there was little decrease in our
exports of cured ham and shoulders, but, as in the
case of bacon, the United Kingdom was our principal
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customer and -our declining exports to the United
Kingdom accounted for practically all of the decline
in total exports. ,

Exports to the United Kingdom and Germany
composed by far the greater part of our lard exports,
those to the United Kingdom being but little greater
than those to Germany. Indeed in one year (1905)
exports to Germany were very slightly in excess of
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those to the United Kingdom, as shown by figure 37.
The Netherlands and Belgium also took consider-
able quantities of lard, and we shipped smaller
amounts to nearly all the western European coun-

Millions of Pounds Millions of Pounds
800 - 800
00 \\ 100
600 s / : \\ —{e00
50 \ // AN 500
300 — 300
GDOM

A0==~ ”””E/‘D%’ e~ 200

ol e zg’ﬁrﬁﬁY . r" ‘\\\4%.-/"

10 | Sao” 10

| et 1"

1900 1905 910 (G

Figone 37.—Exprorts oF DoMesTic LARD FROM THE
- Unrtep Srates, 1900-1913.

tries. The decline in our total lard exports was
rather slow and irregular. Exports to no one coun-
try were primarily responsible for- this' decline, our
exports to nearly all the countries declining almost
proportionately.
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III. DWINDLING SURPLUS AND RISING PRICES IN THE
UNITED STATES

If we would find the reasons for the decrease of
our food exports to Europe we must examine the
conditions which made, or failed to make, the United
States a satisfactory place for Europe to buy her
agricultural products. In this there are two primary
things to consider: (1) The quantity of goods which
America could spare as an export surplus, and (2)
the price at which these goods could be obtained
here as compared with other sources of supply.

Europe would buy from us only in so far as she
could obtain here the products which she desired
on terms at least as satisfactory as could be secured
elsewhere.

As to the first of these considerations, our domestic
consumption had been increasing rapidly and con-
tinued to do so throughout the period under discus-
sion. This growth of domestic consumption was
in fact more rapid than the growth in our production
in most of the various classes of agricultural products,
owing to the country’s growth in population and its
increasing industrial development. The population
of continental United States was 63 million in 1890,
76 million in 1900, and 92 million in 1910. The
estimated population in 1914 was 98 million, an
increase of 56 per cent over that of 1890 and 29 per
cent over that of 1900. The census reports for the
five principal cereals show an increase in production
of barely 1 per cent from 1900 to 1910, against a 21
per cent gain in population. The year 1914 was a
rather.better crop year, but the report of the Bureau
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of Crop Estimates for that year shows only a 10.7
per cent increase over the census figures for 1910,
as against a 29 per cent increase of population.
Along with these declines in per capita production
of cereals, there were also the following declines
in live stock:

Numbers oF Live Stock PER Caprra IN THE UNITED STATES,
1900-1914 * )

Cattle | Swine | Sheep

1900 (Census, June 1)............... 0.89 0.83 0.81
1905 (Est., Dept. Agr., Jan. 1)....... 0.73 0.56 0.54
1910 (Census, April 15)..... s 0.67 0.63 0.57
1914 (Est., Dept. Agr., Jan. 1)....... 0.57 | 0.60 0.50

21; Meut Situation in the United States, U. S. Dept. of Agr. Rept. 109, p.

These per capita declines in agricultural produc-
tion were of course not due to an absolute falling off
in our agriculture but to a greater relative increase
of city and industrial populations. Between 1900
and 1910 the number of persons gainfully employed
in agriculture rose from 10,248,935 to. 12,417,276
but those gainfully employed outside of agriculture
rose from 29,073,233 to 38,167,336. As a result,
the percentage which those in agriculture bore to
the total of those gainfully employed dropped from
35.3 per cent in 1900 to 32.5 per cent in 1910. With
this relative increase in manufacturing and other non-
farming occupations and with the growing urbaniza-
tion of many parts of the country, there was a more
intensive domestic demand for our agricultural prod-
ucts, particularly meats, cereals, and other foodstuffs.
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This situation resulted in a clearly marked rise
of most agricultural prices as compared with the
general price level. An examination of the all-
commodity index and the farm-products index as
reported by the Bureau of Labor Statistics brings
this clearly to light. The figures are presented in
the table below.

INDEX OF GENERAL PRICES AND OF AGRICULTURAL PRICES IN THE
UniteEp StaTES, 1896-1914 *

(1900=100)
All comnmodities | Farm products
1896 82.5 78.3
1897 83.8 84.0
1898 86.3 88.4
1899 92.5 89.8
1900 100.0 100.0
1901 98.8 105.8
1902 106.3 117.4
1903 106.3 108.7
1904 107.5 115.9
1905 106.3 111.6
1906 110.0 113.0
1907 117.5 123.2
1908 113.8 123.2
1909 121.3 140.6
1910 123.8 149.3
1911 118.8 134.8
1912 126.3 146.4
1913 125.0 144.9
1914 125.0 149.3

Ll’;Bureau of Labor Statistics, compiled from figurea of the Department of
or.
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However, the European importer is interested
primarily not in the ratio at which products that he
buys exchange for other products in the exporting
country, but rather in the ratio of these prices to
prices of other commodities in his own country and
of the same commodities in other lands from which
these imports might be drawn. Since general prices
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Ficure 38 —Price INDExES IN THE UNITED STATES AND
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were rising faster in the United States than in
Great Britain and since agricultural prices here were
rising yet faster than the general price level, we
were becoming a distinctly less attractive market
for European importers to buy in, These trends are
shown in figure 38. It isnot altogether easy to obtain
statistics which will reflect this situation clearly and
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fairly. Nevertheless, some light will be thrown on
conditions in England, our chief customer, by a
comparison of the trend of general prices and of the
index of prices of food and drink in the United King-
dom and of farm-product prices in the United States.

Since 1900 marks roughly the turning point at
which our agricultural exports began to decline,
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that year is used as a base. It is to be observed
that prior to 1900, when our total agricultural
exports were at their height, the index of farm-
product prices in the United States was even lower
than the index of the general price level in the
United Kingdom.
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The prices of the principal products which were
exported to the United Kingdom rose more rapidly
than did the general price level in Great Britain.
With this more rapid rise there was nearly always a
decline in the amount which the United Kingdom
imported fromus. Fresh beef prices, for example, did
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not rise much faster than the general price level in
the United Kingdom until 1907, and (fig. 39, p. 298),
it was from 1907 on that the precipitous decline in
the United Kingdom’s imports of fresh beef from us
took place. Likewise, wheat, bacon, and ham im-
ports of the United Kingdom from the United
States- declined as prices in the United States rose.
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This is graphically presented in figures 40 (p. 299)
and 41. ’

While, under these conditions of rising prices, it is
natural to expect smaller purchases by European
countries from us, these reduced purchases would
necessitate either a reduction of their consumption,

.8 - 180
j /A /
10 : A 70
AT
X | \ 10
10 / ‘\ 7 '\ /]
/ N 2ores 1] v |
10~ \ ST —Ino
4 K Y ez
/ \ “3 TISH 22/CES ALLART:
. e S +-1 g =
00— ="raogh . 100
’;' . I/ \“‘
80 ",r' TS P~ o 0% s 80
/, o= -\ -',- “‘
©0 N 0
“‘\ 'L-____..
4-0 .\ "' 40
. 9
20

20
. 18% 1898 1900 1902 1904 1906 1908 190 1912
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KinepoM (1900 =100).

an increase in their production, or increased pur-
chases by them from some other source. As 2lready
shown in Chapter I, Europe, particularly con-
tinental Europe, did increase her own production,
but with the growing population it was impossible
to decrease the consumption of food products as a
whole. Instead, there must needs be provision for
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increased consumption. In other words, it was
necessary, on the whole, for Europe to maintain her
food imports and in some instances even to increase
them. This was particularly true of the United
Kingdom, as she had little opportunity to increase
her domestic production of food.

With a sustained and even growing need of food
imports, Europe would have had to continue her
dependence on the United States had not some
relatively cheaper source of supply developed. Un-
der such conditions her industrial growth and pros-
perity would quite conceivably have been checked
by the rising cost of living. As it was, however,
Europe was able to turn to cheaper sources rather
. than to bid up prices still further in the United
States, with whatever effect such a process might
have involved for American agriculture and industry
on the one hand and European industrialism on the
other.

What incentive there was to cause Europe to turn
to new markets will appear from an examination of
the prices in the various competing countries of
surplus agricultural production. This shows that,
on the whole, prices of the principal farm products -
did not rise as rapidly as they did in the United.
States. Satisfactory price indices for most of these
countries producing agricultural surpluses are not
available, but in the case of Australia we can readily
make a comparison. In figure 42 (p. 302) the price
trends of all agricultural products in Australia and:
the United States are compared. While, owing to-
various unsettled conditions, the Australian price
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indices fluctuated very widely, it is evident that they
did not rise nearly as rapidly as did the prices of
farm products in the United States.

Not all commodities, however, could be obtained
in large quantities from countries other than the
United States. This was particularly true in regard

~to cotton and lard. Although Egypt was a con-
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siderable and growing source of cotton supply for -
the United Kingdom, she supplied only a small part
of the demand and this for the finer grades of long-
staple cotton. British India also was a source of
some cotton of the medium and low grades, but it was
necessary for the United Kingdom and other Eu-
ropean countries to rely on the United States for
much the larger part of their cotton in spite of
advancing prices. Cotton prices in the United
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States, however, did not advance as rapidly as did
farm products on a whole.

Lard prices, on the other hand, advanced rapidly.
However, in the absence of other important sources
of supply, .the United Kingdom continued to buy
nearly as large quantities from the United States,
and the decline in German imports, though more
marked, was not extreme.

IV. EUROPE’'S OTHER SOURCES OF SUPPLY

Mention has been made in Appendix A of the

fact that in the period from 1870 to 1900, although
most of Europe’s imports of agricultural products
had come from the United States, she also-imported
large amounts of some products from other countries.
While many of these countries had agricultural
export surpluses which could not be expected to
-increase or which were declining, there were some
- whose export surpluses were capable of marked ex-
pansion. A development of these would mean that
the United States would lose her dominance as a
source of agricultural imports of Europe.

In the case of cotton, British imports were about
80 per cent drawn from American sources through-
out the period. While imports from Egypt showed
a steady but very slow increase, the course of im-
ports from India was distinectly downward from
1872 to 1893 and thereafter was quite steady at a
low level. The situation in the other European
importing countries was substantially the same.

In the case of wheat, on the other hand, Europe
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produced a large proportion of her needed supplies.
Eastern European countries indeed exported wheat
to the middle and western parts of Europe, the
demand for wheat imports being largely confined
to the United Kingdom, Germany, Belgium, France,
the Netherlands, Denmark, Italy, and Spain. In
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the nineties and continuing through 1903 the United
States was by all odds the largest source of wheat
and wheat flour imports into the United Kingdom.
As shown by figure 43, in 1904 Russia became a
larger source and in 1905 more wheat and flour were
imported from both Russia and Argentina than from
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the United States.! In the years from 1906 to 1909
the United States was again the largest source but
‘had lost her predominance in the British market,
being superseded again by Russia in 1910 and by
Canada in 1910 and 1912,

France was not a large importer of wheat and
imported almost no wheat flour. During most of
the period from 1900 to 1913 her greatest source was
Algeria, although in the period from 1911 to 1913
she imported considerable amounts from Australia
and Argentina. Throughout the entire period the
United States was relatively a minor source.

'By far the largest proportion of our corn exports
had been to the United Kingdom, and in 1900,
indeed the United Kingdom’s principal source of
corn imports was the United States. After 1900,
~however, England’s imports from the United States
decreased precipitously and those from Argentina
rose nearly as fast, imports from Argentina becom-
ing greater than those from the United States in
1902 and continuing so throughout the remainder
of the period with the exception of the year 1911.
In 1912 the United Kingdom obtained 65 per cent
of her total imports from Argentina, as compared
with .10 per cent from the United States. In 1913
imports from these two sources were 79 and 14 per
cent respectively. '

Germany. was able to reduce her imports of both
wheat and corn from the United States, in part by
augmenting the domestic production and in part

1 The figures used here are the total of grain and flour in equiv-
alent weight of grain,
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by expanding her imports from other sources. This is
shown in figure 44, which shows also that in the period
1910-1913 her total supply of these two grains in-
creased over that of the period 1891-1901, keeping
pace with the increase in population.

Of all the European countries the United King-
dom has been by far the leading importer of beef,
taking nearly all of our fresh beef exports. British
imports of beef were largely of fresh beef and of
comparatively small amounts of preserved beef.!
In the beef trade Australasia had appeared as a
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source of British imports as early as 1890 and
increased rapidly during the following decade, reach-
ing 708 thousand hundredweight out of a total of
4,128 thousand hundredweight in 1900. Imports
from Argentina had also begun in 1883, but these
had amounted to less than 500 thousand hundred-
weight in 1900. After 1900, however, as shown by
figure 45 the United Kingdom’s imports from Argen-
tina increased very rapidly and those from Australia

1 This is using the term fresh beef in the American sense, including
chilled and frozen beef.
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fell off, though less rapidly until 1905. In 1901
the imports from the United States had reached
their peak of somewhat over 3 million hundred-
weight and from that point declined until in 1907
they were slightly below 2.5 million hundredweight.
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After this they declined very sharply and by 1912
had almost entirely disappeared from the market,
imports from Argentina and Australia meanwhile
having increased rapidly. '
As has been previously shown, very nearly the
entire amount of our bacon exports went to the
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United Kingdom but constituted by no means all
of the United Kingdom’s bacon imports from the
United States, Denmark and Canada both being
important rivals. These had become of consider-
able importance in the late eighties, and in 1900,
out of a total import of 5.6 million hundredweight,
70 per cent was from the United States, 19 per cent
from Denmark, and 9 per cent from Canada. The
peak of the imports from the United States was
reached in 1901, when slightly over 4 million hun-
dredweight were imported from this source. After
this, imports from the United States declined rapidly
as shown in figure 46, while those from Denmark
continued to rise throughout the remainder of the
period and those from Canada until 1906. In the
year 1913 the United Kingdom's total imports were
4.8 million hundredweight, of which only 37 per
cent was from the United States while 48 per cent
was from Denmark and 5 per cent from Canada.
One of the important factors contributing to this
displacement of American bacon by the Danish
product was a difference in quality, the Danish
product being from the lean bacon type of hog in
contrast to our bacon, which was from the lard type.

There was practically no displacement of our
ham exports by other countries, since nearly all of
our exports were to the United Kingdom, which
continued to obtain practically her entire ham
supply from the United States. . Her total imports
fell from 1,803 thousand hundredweight in 1900
to 855 thousand in 1913, imports from the United
States falling in the same period from 1,602 thousand
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to 761 thousand hundredweight. Likewise in the
case of lard European countries did not turn to
other sources to any considerable extent, there being
no country other than the United States which pro-
duced an export surplus of any importance.
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There were many sources of tobacco imports other
than the United States, but none of these were
nearly as important as was the United States.
Among the most important were the Dutch East
Indies, Turkey, Algeria, and Argentina. In addi-
tion some European countries produced considerable
amounts, for example, Russia and Austria Hungary.
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During the period from 1900 to 1913, however, none
of these countries increased their production sig-
nificantly nor were new sources developed, as was
the case in many food products. Consequently, the
United States was not displaced in the European
tobacco market. During the period from 1900-1904.
the United Kingdom obtained 89.9 per cent of her
tobacco from the United States as ecompared. with
88.5 per cent in 1909-1913. Imports from other
sources had increased, it is true, with the increase of
total imports. This was particularly true of imports
from Turkey, the Netherlands, and the Nyasaland
Protectorate. The imports from the Netherlands
were largely of tobacco grown in the Dutch East
Indies.

In France there was no great growth of tobacco
imports from 1900-1913, nor was there a marked
growth in the imports from any other country, the
United States maintaining her position as the
largest exporter, though in the years when total
imports were lower than usual the reduction in
imports was usually from the United States.

To sum up the export trade of the United States
from 1900 to 1913, we may say that of the principal
commodities, cotton and tobacco maintained their
position and indeed grew slightly; food products,
on the other hand, declined.

In instances where the United States rema.med
the only important source of a given product, such
as was true of lard and ham, our decline in exports
was comparatively slight, whereas when other supplies
were developed to which Europe could turn, our
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exports fell off rapidly as these other countries came
into the European market. This was particularly
true of wheat, fresh beef, oleo oil, and bacon.
America’s exports were declining because we were
- consuming more foodstuffs, and Europe’s demand
was being supplied by other countries at prices
which were so low that we could not afford to incredse
our production in order to maintain our position in
the European market.
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AGRICULTURAL IMPORTS INTO THE UNITED:
STATES, 1870-1914

It is but natural that most people should think
of the United States as a great exporter of agricul-
tural products and should dismiss agricultural im-
ports as of negligible importance. On the other
hand, we have recently had some rather sensational
statements to the effect that to-day our agricultural
imports exceed in value our agricultural exports.
Both these views of the matter, however, will bear
further examination.

As a matter of fact imports of certain agricultural
commodities have come to us in significant amount
for a long time, and some such imports have tended
to increase markedly in recent years. The increas-
ing agitation for agricultural tariffs reflects the
growing competition in certain of these lines.
Imports of farm products are of considerable sig-
nificance in a study of American exports, there being
important interrelations between our agricultural
imports and the extent to which agriculture in this
country has depended upon Europe as a foreign
market. Without the possibility of importing cer-
tain commodities such as sugar, hides, and wool

* All data presented in this Appendix are for fiscal years.
312
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it is very likely that we should have produced much
more of these commodities in this country and that
we should not then have had so large a surplus of
other products to export. On the other hand, had
our foreign market been less favorable it might have
been more profitable for us to have produced less
of those products which we exported and more of
those which we imported. During the period from
the Civil War to the Great War some striking changes
took ‘place in our adjustment to these problems of
farm vroduction and international trade.

L EXPANSION OF THE IMPORT TRADE

The course of our agricultural imports from 1870
to 1914 is shown in figure 47 (p. 314,) which presents
also a graph of agricultural exports so that com-
parison both of amount and trend may be made.
It will be observed that, with comparatively minor
reactions, the course of agricultural imports has been
steadily and rather rapidly upward. The practically
stationary situation during the eighties and the
decline noticeable during the early nineties-are to be
explained in part by the downward course of the
price level as well as by the economic depression of
the later period. The sharp dip in 1898 was ‘due
largely to pronounced weakness of coffee prices and
decline in wool and sugar imports after the tariff -of
1897 became operative.

A striking feature of the two graphs is the steady
and even accelerated rate of growth in imports from
about 1900 on, as contrasted with the stagnation of
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the export trade. As we have seen elsewhere, such
growth of value as did take place in exports was due
to the rising level of prices, physical quantities
actually having declined in the period between 1900
and 1914. Physical quantities of our important
agricultural imports, on the other hand, increased
strikingly in this period. During most of the time
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F1aURE 47—VALUE OF THE AGRICULTURAL EXPORTS AND
IMporTS OF THE UNITED STATES, 1870-1914.

between 1870 and 1900 agricultural imports had
amounted to about one-half the value of agricultural
exports. In the five-year period, 1897-1901, the
value of agricultural imports averaged 45.5 per cent
of that of agricultural exports, but in the year ending
June 30, 1914, they amounted to 83 per cent of the
value of agricultural exports.
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II. COMPETITIVE AND NONCOMPETITIVE GROUPS

In considering these figures for agricultural im-
ports one should constantly bear in mind the fact
that they fall under several different classifications.
First, -there are imports of commodities identical
- with those produced in the United States, which
simply cross the boundary line from Canada or to a
less extent Mexico, or which move to our ports from
European, South American, or other producing
regions. These would include cereals, live stock,
hides, butter, eggs, and some fruits and vegetables.
A’ second class consists of products originally not
produced in the United States, but for whose
production we have suitable resources, in whose
production we have in some instances made a
beginning, and in which we might find it advan-
tageous to expand our operations. These would
also shade off into products which were relatively
easy of substitution for commodities raised in large
quantities in the United States. In this general
group we might include nuts, foreign-lype cheeses,
olives, olive oil, other vegetable oils, certain types of
tobacco, and numerous others. A third class con-
sists of products obtained from the soil but ‘which,
either because of their tropical character or for other
reasons, are noncompetitive or only slightly com-
petitive with the agricultural products of the United
States. Here we have coffee, silk, tea, spices, and
opium, this class shading off gradually into our
second class through cane sugar, long-staple cotton,
certain types of wool, tobacco, vegetable fibers, and
the like, '
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For the sake of bringing out the relative impor-
tance of certain of these classes of imports, the
following table presents figures for the total value of
agricultural imports and the value of several of the
most important noncompetitive groups. The vege-
table-fiber group included in this table is made up
in part of sisal grass, manila, jute, and Tampico
fiber, which are distinctly not competitive; but it
includes also hemp, flax, and cotton, which are to
a certain extent competitors of similar products
raised in this country. The cotton item has ranged
from about one-third to one-fourth of the total

'Comm'nvn VaLve oF ToranL AGRICULTURAL IMPORTS AND
CertaiN CompONENT Grouprs, BY FIVE-YEAR INTERvVALS,
18701914

(000 omited)
Indigo,
Coffee, . * | Vegetable
Year Total tea, etc.® Silk opium, and Sber
spices

1870 | $191,559 $38,516 | $ 3,018 $4,494 $6,393
1875 | 261,619 74,060 4,918 4,973 6,781
1830 | 314,617 81,655 13,273 7,968 10,123
1885 | 277,340 62,398 12,886 5,528 13,689
1890 | 384,100 93,662 24,326 6,235 21,934

1895 | 373,116 113,435 22,626 5,387 17,996
1900 | 420,139 69,317 45,330 5,972 34,335
1905 | 553,851 110,466 61,040 6,620 | 47,533
1910 | 687,509 94,924 67,130 6,302 48,2356
1914 | 924,247 149,034 | 100,930 8,499 73,807

8 Including chocolate, cocon, and coffee substitutes.
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value of this group and while it represents types of
cotton which do not compete directly with the bulk
of our crop, they are long-staple varieties such as
are raised in the most favored sections of our South
and whose production is being promoted in the
irrigated regions of the Southwest.
- Among the items of agricultural import which
competed more directly with home producers,
animal products were from 1905 forward clearly the.
most important group, sugar and molasses having
led throughout the earlier years. Tobacco, which
is included in the table below for reasons of con-
venience, should properly go in an intermediate
group made up of commodities whose competition
is mostly indirect in character. The import types
of tobacco are in the main desired because of peculiar
qualities not found in the home product. Even so,
however, Sumatra wrapper, Havana filler, and
Turkish cigaret leaf go to satisfy a demand which
otherwise would absorb more of the product of
Connecticut, Carolina, and Wisconsin. These com-
peting groups are shown in the table on page 318.
Looking now at certain individual commodities
we see that sugar has generally held first place in our
imports, with hides and skins generally third, up
to the end of the nineteenth century. From 1900 on,
sugar, coffee, and hides and skins contended vigor-
ously for first place. From 1902 to 1914, inclusive,
sugar averaged 14.7 per cent of total agricultural
- imports, coffee 13.5 per cent, and the hides group
'12.9 per cent. However, hides and skins occupled
first place in 1910 and. 1914,



318 AGRICULTURE AND THE EUROPEAN MARKET

CoMPARATIVE VALUE OF TOTAL AGRICULTURAL IMPORTS AND
CeRTAIN ComPONENT -GROUPS, BY FIVE-YEAR Imnvu.s,
1870-1914

-(000 omitted)

Animal | Sugar and

Year Total 5" | products® | molasses

Tobacco

1870 | $191,550 | $8,776 | $28,98¢ | $690,812 | $2,534
1875 | 261,619 9,802 35332 | 85016 3,725
1880 | 314,617 8,601 60,673 | 88764 4911
1885 | 277,340 | 10,554 37,904 | 76,722 6,302
1890 | 384,100 9,848 47682 | 101,267 | 17,605

1895 | 873,116 598 | 59427 | 77,758 | 14746
1900 | 420,139 3,676 70,542 | 101,141 | 13,207
1905 | 553,851 7,810 | 125590 | 98783 | 18,039
1910 | 687,509 | 11,871 | 187,209 | 107,716 | 27,754
1914 | 924,247 | 34916 | 224,652 | 103,394 | 35,039

a Gmns and grain products, including rice.

? Includes meats and other packing-house products, hides and skins, wool,
eggs, and dtm& products. The dairy-products figure used in 1870 is for lmporfa
in 1868, and the dairy-products figure for 1875 and 1880 is estimated.

The per cent which the value of sugar and molasses
imports comprised of the total value declined rapidly
though unsteadily throughout the period from 36.4
in 1870 to 11.2 in 1914. This decline was due, not
to smaller sugar imports, but to the great increase
in other imports and partly also to a decline in the
price of sugar. From 1870 to 1897 hide and skin
Jmports were about 7 per cent of the total value of
1mports, although they fluctuated rather widely,
ranging from 4.6 per cent in 1894 to 9.5 in 1880.
In 1898 they increased greatly and thereafter until
the end of the period averaged about 13 per cent
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of the total value of imports, ranging from 10.1
per cent in 1908 to 16.3 in 1910.

Vegetable fiber imports, which included cotton,
manila, sisal grass, jute, and flax, declined during
the first seven years from 3.3 per cent to 2.4 per cent.
Thereafter their relative importance increased rather
consistently, being greatest in 1902, when they com-
prised 10.4 per cent of the total. During the re-
mainder of the period their relative value declined
somewhat, being 8 per cent in 1914.

Fruits comprised between 4 and 5 per cent of the
total value of imports throughout the entire period.
Wool also was about 4 per cent during most of the
period, but its fluctuations were very wide and
sudden, the peak of 13.3 per cent being reached in
1897, and a low of 1.7 per cent in 1894. Tobacco
imports increased in relative value quite steadily,
being 1.3 per cent of the total value in 1870 and 3.8
per cent in 1914.

0. DEVELOPMENT OF OUR PRINCIPAL IMPORTS

Since the growth of total imports was so rapid
we can not judge to advantage the trend of imports
of any given product merely by its relative value
as compared with total imports. The physical
quantities of the more important imports will there-
fore be taken up in order to show the extent of
growth or decline of each. In this we shall omit
the noncompetitive items like silk and coffee and
those which, even though competitive, were of too
small volume to be important.
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" Of individual commodities which we imported,
sugar was, as already mentioned, the most important,
and the volume of imports increased markedly dur.
ing the period. Imports of sugar (nof including
molasses) in 1870 were 1.2 billion pounds. From
this point they mounted rapidly, reaching 4.9 billion
pounds in 1897, an exceptionally large amount,
which was not exceeded until 1914, when 5.1 billion
pounds were imported.

Olive oil imports increased very rapidly, pa.rtlcu-
larly after 1900. In 1870 they amounted to only
a, quarter of a million gallons and by 1900 had not
quite reached 1 million gallons. In 1910 there were:
3.7 million gallons imported and in 1914 6.2 million.
These olive oil imports were competitive, not only
with the American olive industry but also with the
cotton industry, because cottonseed oil may be
used for much the same purposes as olive oil. This
is true also of corn oil.

Wool imports fluctuated greatly, the largest im-
ports for any one year being those of 1897, when
over 350 million pounds were imported. However,
the trend of wool imports continued upward through-
out the entire period from the low point of around
50 million pounds in the seventies to nearly 250
million pounds in 1914.

The quantities of cheese imports from 1870 to
1883 are not available, but in 1884 they amounted
to 6.2 million pounds. They were practically station-
ary until 1887, after which they began to rise rapidly,
reaching 13.5 million pounds in 1900 and 63.8 mil-
lion pounds in 1914.. The butter situation affords
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an interesting contrast to cheese. The United States
imported over 6 million pounds of butter in 1868.
With the subsequent development of our domestic
dairy industry, butter imports dwindled to a low
point of 23 thousand pounds in 1899. The increase
after that period, however, was fairly rapid and in
1914 we brought in 7.8 million pounds. It may be
added that we 1mported nearly 24 mthon pounds of
butter in 1923.

Imports of eggs also show some rather interesting
features. The United States brought in 5 or 6 mil-
lion dozen eggs each year during the seventies and
raised this figure to 16.5 million in 1884. After 1890
egg imports fell off rapidly to a low point of 126
thousand dozen in 1901. Thereafter they increased-
slowly until 1910 and then rapidly to over 6 million
dozen in 1914.

Wheat imports, while being for the most part
directly competitive with American agriculture, were
never of any very great importance as compared with
either our wheat crop or wheat exports. The im-
ports fluctuated very widely from almost nothing
up to the high point of 3.4 million bushels in 1912.1
Corn imports were negligible in all but two years
until near the close of the period. In 1914, how-
ever we imported 12.4 million bushels of corn and
22.3 million bushels of oats, as against 2.4 million
of wheat. .

Our tobacco imports grew rapidly and were
in some respects competitive with the American
tobacco industry. In 1870 tobacco imports were

1 This includes wheat flour in terms of bushels of wheat.
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only slightly in excess of 6 million pounds but reached
nearly 33 million pounds in 1896. After dropping
to 10 million pounds in 1898 they again began to
increase, this time rather steadily, rising to 68 mil-
lion pounds in 1913. '

The situation from 1870 to 1900, then, was that
our import trade in agricultural products grew along
with, though not as rapidly as, our export trade,
exports being about twice as large as imiports. Our
balance of agricultural exports was becoming increas-
ingly large, reaching its peak in 1901, when the value
of agricultural exports exceeded that of imports by
571 million dollars.

After the beginning of the century, however, the
situation changed. Agricultural exports began to
decline, while imports continued their rise. The
excess of agricultural exports over imports declined
rapidly to 207 million dollars in 1914, having reached
a low of 198 million in 1910. Our surplus of agri-
cultural production over our consumption of agri-
cultural products was rapidly becoming smaller.
We were definitely approaching a more nearly bal-
anced adjustment between agricultural and non-
agricultural production. '
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GERMANY'’S FOREIGN ASSETS!

The Committee of Experts appointed by the.
Reparation Commission to investigate Germany’s
foreign assets, in its report of April 5, 1924, dis-
cusses both the question of the amount of these
assets and the German income from them.

1. Amouni and Character of the Assets.—The com-
mittee states that “German capital abroad, of every
kind, including capital in varying degrees of liquidity
and capital invested in the participation of foreign
companies and firms, after taking account of all
credit and debit items, was at the end of 1923 not
less than 5.7 billion gold marks and not more than
7.8 billions, and we think that the middle figure of
6.75 billion gold marks is the approximate total.”
The report does not show how much of this was
represented by bank balances and how much by less
liquid assets, but does give detailed figures from
which such a classification may be made.

The committee estimates that the deficit of 15.2
billion gold marks in the German trade balance for

1 For comparison with earlier estimates, see discussion in Moulton,
H. G., and McGuire, C. E., Germany’s Capacity to Pay, pp. 49
- and 80-95. )
323
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war years was in part met by the following receipts
(estimated in gold marks): Gold exports, 1 billion;
sale of foreign securities, 1 billion; sale of domestic
securities, 1 billion; sale of paper marks and levies
on people of the occupied territories, 5.7 to 6 bil-
lions. The resources used in meeting the rest of
this deficit are not itemized. The conclusion seems
to be that it was met with difficulty, and that there
was no remaining surplus to be converted into
foreign assets.

The committee estimates that for the post-war
period the German deficit resulting from trading
operations and treaty payments was 9 to 10 billion
gold marks. As an offset to this, it estimates that
Germany received income (in billions of gold marks)
as follows:

Sale of paper marks and mark credits...... 7.6t0 8.7
Saleof gold .........ccooiiiiiiiiiiiiiinns 1.5
Sale of domestic securities and real estate! 1.5

Total. ...eeeivereineeeeneeneeenenns 10.6 to 11.7

The report gives no definite estimate concerning
the other invisible items. If we estimate these at
2 billion gold marks, the total becomes 12.6 to 13.7
billion gold marks. Germany’s net international
income for the five years 1919-1923 would thus come
to about 3.5 billion gold marks. Not all of this
has been kept in the form of foreign bank balances,
however, for according to the report 1.2 billion gold

1 Assuming that none of these were bought with paper marks or
mark balances belonging to foreigners.
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marks of it are in the form of foreign currency now
held in Germany. This would leave only 2.3 (or,
say, 2.5) billions for deposit abroad. The other
4.25 billions of the estimated total of 6.75 billions
represent remnants of pre-war foreign investments
and German-owned property in ceded areas.

2. Germany’s Income from These Assefs—As an
offset against Germany’s foreign assets of 6.75
billions, the report estimates foreign holdings of
German securities and real estate at 1.5 billions.
The conclusion is, therefore, arrived at that Germany
has had since the war a small net incorne from her
foreign assets.

The statements made in the several paragraphs
that deal with foreign investments in Germany
seem to be in disagreement and lead one to question
whether the total of these should not be somewhat
more than 1.5 billions. The report estimates that
Germany realized about 1 billion gold marks during
the war from the sale of domestic securities, and .
that since the war 1.5 billions of the deficit in her
trade accounts was met by the sale of domestic
securities and real estate. In addition to this,
allowance should be made for the fact that some
purchases of such property were, undoubtedly,
made with paper marks and mark credits held by
foreigners. Remnants of pre-war foreign invest-
ments in Germany, if any remain, should also be
included in a valuation of foreign holdings in
Germany.

With regard to the sale of domestic securities durmg
the war the report states that:
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Sale of gold and securities was the principal means
whereby Germany paid for her imports during the war.
As regards the German securities, widely divergent
-estimates have been made of the amounts sold. In our
opinion the total figure 1s not far from 1 billion gold
marks.

" With regard to the post-war period the statement
is as follows: .

During the period cha.racterized by the rapid deprecia-
tion of the mark, sales of real property to foreigners
reached an unwonted development in Germany. In es-
timating the proceeds of such sales the committee had
before it various statistics indicating in detail the number
and amounts of sales of real property to foreigners since
the war in some of the principal towns of Germany and
also in districts of varying economic character.

As regards securities, Germany was able during the
first of the post-war period to market some of her securities
abroad, but as soon as her financial position became more
uncertain most of these transactions were suspended.

_In the aggregate, the committee considers that the result
of sales of German real property and securities to foreigners
amounted to about 1.5 billions of gold marks. :

In coming to conclusions with regard to the interest
item in the German balance of payments the report
includes, among Germany’s present foreign assets,
German property in the ceded areas and the remnants
of Germany’s pre-war foreign investments. With
regard to these pre-war investments the committee
states that ‘“the figure of 28 billion gold marks
may be accepted as representing the value of German

-assets abroad at the time of the declaration of war.”
It should be noted that this is the tofal of Germany’s



APPENDIX D ' 327

pre-war investments abroad. In tae pre:war bal-
ance of payments, interest on this 28 billions was
offset by interest payments on German securities
held by- foreigners. According to the generally
accepted estimates, these pre-war foreign invest-
ments amounted to about 5 billion gold marks.!

The statement concerning German property in
the ceded “territories is as follows:

German private property inc the ceded territories of
Silesia,, Posen, Danzig, etc., are included in our estimate
in so far as, according to the definition adopted by the
‘committee, they are owned by Germans residing in
Germany. Although it is Vvery difficult to determine
with any precision the extent of these properties the com-
mittee considered it ‘could not exclude from its valuation
certain industrial assets, particularly those’ in Upper
Silesia.

When full allowance is made for all the factors
bearing on the question of Germany’s foreign assets,
the conclusion necessarily follows that the net
income—if, indeed, there is any net income—received
by Germany from this source is very small. The
committee’s summarization of the question for the
five post-war years is as follows:

The assets held abroad by Germany since the war repre-
sent, indeed, only a small, and for some part unproductive,
fraction of the pre-war holdings. It is true, on the other
hand, that the payments which Germany has made since
1919 in respect to German securities held by foreigners

1The net amount of Germany’é foreign assets, on this basis, is
therefore 23 billion gold marks. In Germany’s Capacity to Pay,
an estimate of 20 billions was used.
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have been inconsiderable. After a careful study of the
question the committee came to the conclusion that a
set-off of the two items, income from German investments
abroad and income from foreign investments in Germany,
resulted in a small balance in Germany’ 8 favor for the
whole post-war period. -
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