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CURRENT AGRICULTURAL ECCHOMIC POLICY AND PROBLEMS

November 1983

CEKZRAL STOUGHTCN: OQur speaker this morning, BDr. Willard W,
Cochran The Director of Agriculural Economics, end Economic Advisor
to the Secretary of Agriculiture, has had a wmost distinguished career in

_zZ

the field of agricultural economics. 1 am sure that his remarks this

morning will be most helpful to us in ouvr understending of this wmost

important field of agriculture.

%9

His topic, "Current Agriculturel Economic Policy and Problems,

It is a pleasure to welcome Dr., Cochrane fo the Industrizl College

DR, COCHRAWE: Thank you, General Stoughton,

. o . P

I will do the best I can in 45 minutes this wmorning, to go over the

whole policy problem of American agriculture. Whether T can succeed in

to be seen. I thought I would begin by mak-

that length of time remains 2

ing some observations with regard to one of the tables which I think was
passed out to you. I would like teo vefer o the table that is entitled,
Thverage Vet Income of Farm Operator-Families by Major Hconomic Classes,™

I hope you can find it by that title,
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you see, has some Gata on the number of farms,
fara sales, and income. I would like to point out to you that
three econonmic

L= . 3 m A PO, £ e o
if you vead down the nusber of farms

classes - that is, favms producing seles of $10,000 and over, we have a
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We have here in these

ns, and they pro-

clemen, is the heart of

,000 and $10,000,

wearly 900,000

two oroups tozether, you see roduce only about 7% of the total pro-
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duct., And ftfs vroughly 22% to 237 of all

time and residen

kinds of people - like you when vyou retire

The next cl

, you have two strenge classes - looking on down below - part-

ial farmers, We have some 950,000 part-time farmers.

K T g vmde a8 N
§8 1s "‘peri-time &in

raise & few beans or something like that., 1 don't think

So, for my lecture I want to wash out
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of our typical farm programs we can't do anything for this group.

We do have & commercial sector here, though - certainly the first

1

three classes here - and the fourth class is desparately trying to stay
in egriculture; some of them will make it, but most of them won‘t. In

this fourth class an awful lot of these peopnle, 1f they don'it meke it

They have Total cash Incomes running from some $7,000 to $14,000, Their
problem is this, I wouild say. The first preblem is that these farms are
big units involving a great deal of cepitel. 4nd if you give a return

to that capital, which we would, typically, of say 4% to 5%, then most

of them are coming awful close to worl r nothing., Or, if you want
turn it around the other way; if you give them & wege of $6,000 to
$10,000, then they ave getting an extremely low return on their invest-
ment., So, this is the nature of their problem.

Zut T would state

ten - they are living reasonably well by our standards



~ they are living in a world in which, if there were not farm income

protection such as they are now havin
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uld orobably

go

fall in the nz2ture of 20% to 25%, zenerally, and the net incomes of this

(e
group would fall anywhere from 35% to 43%. So, although they are not

poverty-stricken now, their returns to investment are rather poor. &nd
if they did not have the income protection they now have, then this

P

group too, I would argue, would be- in desperate straits

e

fficulties of even this commercial

)_1.

Now, what 1s the cause of the d
2

class being not too well off now and possibly being in desperate straits

if we don't have some kind of farm programs? Here, I thin

k, we have to

1

zo to the nature of the techrological revolution in which agriculture

now finds 1

money in

the like, 1t took this process of education, research and develonment

a long time to get going, both in terms of payoif, in terms of the tech-
nologies, and in terms of the adeoption of these technologies by farm
people. Dut, beginning, I would say, roughly about 1920 or there-abouts

the new technologies begaen to voll. This was the period be
1920 when the gescline engine substituted for the horse and mule. And
20 years we released some 60 million acres that used to

2o into feed production for horses and mules; that could be used to pro-

In the "30s the hybrids bdegin to come along. 1In the *40s we begin

i
)
®
)
vy
=
i)
O
!
5

to teally put fertilizer together with much heavier appli-



cation of plants. and in the "50s we have & wmuititude of things - ways

of dealing with pesis; heavy fertilizer application and continued im-

“Changes in Farm Employment Production and Output per Worker,' you will
owserve if vyou look at the first two columns, that employment in agri-

culture has been going down steadily, and it declined significantly be-

twee

=3

1940 and '530. And it declined precipitously between 50 and 60,

On the other hand, farm ocutput continued to rise during this periecd, in-

o

creasing 25% between '40 and '50, and increasing 217% between 1950 and

50, So, with the declining labor force you have increases in worker

ty that are quite crematic:in the fourth set of columns

¥
worker productivity increasing 39% between 1940 and 50, and increasing
68% between 1950 and '60. Or, you can say that between 1940 and 1960
the average worker had doubled his productivity in agriculture,

v

So that, what we have had here is & development ol a very great

gpectrun of new technologies. And for all practical purposes they have
i <Q I

o
o

been developed free of cost to agriculturs. Basically, they have been
developed by government-supported institutions, and these new develop-
ments haeve come at very low cost or free of cost, practically, to the

ferimer, the farmer being a relatively smail cperator. In economics we

call tim & price~taker., Basically he has no centrol over price. Whe-

[
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w
H
Jas S
i
th

ree market, or whether he 1s in a governmeni-supported

5



market, the price is given to him, The one thing he can’t do is

o
& cL

ao

his costs down. Ancd every one of tnese fellows has been out here doing
everythning thet he can, or think of, to get his costs down.
And how does he get his costs downt? He gets his costs down by
tuation where agriculture is no

longer a traditional enterprise as it was once conceived of, where a

con iearns hiz techniques from his father; guite the contrary. If vou

P

look at any farm machine-design or consider the activities of feed com-

&1l of them have service
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seople and every farmer expacts every year to change his mcde of opera-
tion., Every vear he 1s adopting a new variety of wheat or a new variety

of corn, Zvery yeasr he is adding more plants per acre as he puts them

closer together and adds fertilizer to compensate for the nutvients

preduction. I would say that one of the biggest payoffs is still to
come, and we're beginning to get touches of it, and is to get bet-
ter control of water. Because, as you control water, then you can really

put oa the fertilizer. In many places farmers are putting on all the

fertilizer they can now with whatever water is involved., But if you

greater amounts of water you can step up production very greatly.

Tals 1s going on all through the Mid-West where once there wes no thought

(D

of irrigation. All through the Mid-West vou have wells now, and in-



output. And 1t has been running ahead of population growih. If you

<

will refer to this last table again you will chaseve that farm cutput
increased 25% between 1940 and 730, TIf you look over in the last col-
cbserve that population increassd 15% curing that period,

ought & war and made good on & lot of international com-
mitments during that period. So, the fact that supplies were out-

running population growth in the United States during that period was

not too significant.

But if you will lock at the next peried - 1950 to 1960 - farm out-
put increased 217% while population growth increased 17%. So, during

the *50s, supplies were ocutrunning the population. Wow, you might say,

ficent factor here? Well,

r_l.‘

"Well, why do you pick population as a signi
that you live in a wery opulent country, in which, for all

ractical purposes, the market for agricultural commecdities domesticall
o o

is increasing as fast as the population and no faster The index of

per capita food consumption hes not increased s bit since 1950, Each
one of you, I am sure, in the economics classes that vou come from,
have, if anything, probably cecreased your puands of food consumption

than increased ithem. But that is nct what is
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“he index of per capita food consumption, which is & price-weighted
index, which weighs a beefstexzk into the index at, say, five times the

value of a pound of flour, takes account of the fact that socme commodi-
ties are of higher value than others, and this index of consumption is

a1

held constant. What has happened cver the la

o
T

20 years is, you have



decreased vour consumption of flour, o

Fag

oL

i

potatoes, fats,

ana

alsc

2 been bal-

dairy products strangely enough, and you have increased your consump-
tion of poultry, meat, fruits and wvegetables. And these hav
anced, so that, the diet of the average American consumer

the market
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United Stztes we are
for an addis
food is highly inel
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but each on2 of yo
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Arnd 1if the price of
D

the populaticn and i

for agricultural food

grows just

.|

trouble.

tional further point that I would make; that the demand

Wot only does

and the total market

is held about

the popula-

i

And whenever output is moving ahead of population in the

And we are in for serious trouble

for

your personzl consumpiion re-

widen gbout as population grows,

consumes about three meals a day, no more no less,

food goes up you still want three. And

of food goes down you still want three,

We say that the price elasticity for all food is equal
point one., Wagt do I mean by this? I wmean that to move 1%

have to fsll about 10%.

craase 107 the average consumer decreases

1%,
Because of

area, this

of focd into the average consumer's stomech, farm

anvwnera between 15% and 20%.
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consumer
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Or, stated differently, if

is focd consumpt
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tween the farmer and

~

This
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is a highly inelastic demand for



ust a little bit too much, 1f

you will pardon me, gentlemen, you have too camned much in agriculture.

Cr, conversely, when you have
little., And this is the resgen, T would submit to you, that any time

in wartime, like in any place in Zurope the first thing that respansible

overnments co, is to ration food, Because, if vyou don't,

a9
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vou have peovle queuiag up for
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tle and just
a little bit too much is.too much.

What we have had in this country, roughly since 1920, outside of
wartime, is too much., What we have had all during the *50s, is too
muich. And T would say to you, gentlemen, that every bit of evidence we
have, suggests that during the 1960s, and as far as we can see, in the

t 1s going to be ocut-

—
|

1970s, the output of our total agricultural plan

G

1

racing our domestic market. So that, we have had, ocutside of wartime,
a constant dowaward pressure on farm prices - really since 1920 ocutside

of wartime - & constant downward pressure on prices, where just a little

bit too much gives you a very great downward pressure on prices.
So, since 1930, vroughly, or since 1929, really, beginning with the

Farm Board, this government has taken various kinds of action to support
falr prices and incomes. These actions have become more or less formal-
ized in the basic commodities, into what most of you call "price support
operations.” This is an act

“

vity wnere the governmeni guarantees fo

that is guaranteed to him in the wmarketplace he turns his commodity in



th
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at the time he has to pey this loan off the price in the market-
pilace is still below the guranteed price, he gives the government his

commed ity and he doesn't have to pay off the loan. This is & non-re-

course lcan whereby prices are su

ke

ported to farmers in the marketplace.

We hawve this kind of price support on & very large number of commodities -
cotton, wheat, feed-grains, peanuts - all the more important crops. But,
as most of you can immediately recognize, if this price is supported to
farmers above what would be an equilibrium price, then surpluses emerge
and the government becomes the agency which accumulates these surpluses
and builds up stocks.

Now, in commodities where farmers have also accepted wery tight pro-
Cuction controls we have not had any surplus problem. The classic case
whnere we have had tight controls hes been tobacco. 4nd 1 can say that

there are problems with tobacco - wvery difficult problems - but through

the acceptance and use of controls the government hasn’t really lost a

dime on tobacco from the inception of the program. Basically, we con-
trolled the production of tobacco to that quantity which would move through
the marketplace at the supported price.

The opposite extreme Is feed-grains. In the wain, farmers would not
accept controls in the feed-grains. There is a whole combination of rea-
sons why. But, we have supported the price of feed-grains, and the govern-

T

ment has very commonly had to take over very large qusntities of feed-
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ng the pTLCLS of feed-grains to farmers. Sc, what wa
have done is, we have, over the years, developed price-sunporting opera-
tions in agriculture to hold up prices to fermers. In some commedities

we have developed tight production controls to go alomg withthat price



support. 4nd in some other commodities we have typically had no con-
trols to go along with those price supports.

Now, what this has wmeant is that over the years the government,
outside of wartime, has taken over a lot of commoditieSE. Its stocks
have accumulated., The costs cf carrying these stocks have been very
great, and also we have, in move recent years, in the last six to eight
years, &5 we have taken over stocks, we have given away vast quantities
of food and fiber around the worlid, *Given away”™ is not quite correct;
we sell these commodities fo the undevdeveloped countries for their own
currencies which are not convertible, So, if you are cynical, we are

giving it away. And if you are trying to put a good face on it, we're

Hy

to them, but we sell it to them
These PL-480 programs have been running at en annual rate of about $1%
billion. So, this has been the way we have ~solvad the farm problem
And, although the urban sector - and I would venture to guess 95%
of vyou folks in this room would not consider it an adequate solution, it
has been the solution and it's a solution which typically pleases Congres-
smen very much, whether you like it, or whether I like it, whether econo-
mists like it, dfrwhether urban pebple tike it, it has been a form of a

solution; a guite costly solution with & lot of

rl

o

Tri

=N

ating aspects to

ik, But it has held up farm prices and incomes, and it has done a lot of

v

cther things.

Now, if you don't want to keep worrying ahead with what we have had
up to, namely, price supports and ;11 combinaticns of price controls from
tight in a few commeodities to none in others, then I think, basically,

policy-wise there are only two ways to move from what T cal! the "Com-

12

or a non-convertible currency.



promise Congressional Scolution” which 1've been describing to you, and
it's the solution that has devaloped over the years, There ave only
one or two ways you can move. One way is to lower prices enough so
that farmers will be in a Zinancial situation that will be tightened
and they do not have the ability to apply as much fertilizer, to buy
as much machinery and to buy as much new machinery, to buy new kinds

of hybrid corn ete,, each vear, and in this way reduce the rate of out-
put expansion. This was basically the solution of the last Secretary
of Agriculture - Secretary Benson. FEe wanted fo get prices down to
where this would choke off the surplus-prcducing capacity of American

agriculture. :

There is no question in my mind_tﬁat you can solve the surplus
problem in this way, because basically we produce agriculture with in-
puts of capital now and if farm income is reduced and the finsncial
position of farmers is straightened, they will be unable to apply as
much capital as they have been in the past and this will reduce their
capacity to expand ocutput and you will slow down the ratehof output ex-
pansion,

Where I think Secretary Benson was wrong was, he thought vou could

do this with a mcdest decrease in price., Let me point out that the last

P ’
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ration did get farm prices down about 15% on the average in the
period of the 1950s, about 15%. Let me refer vou back to the sheet that
1 showed you - the second sheet. VWhile they were getting farm prices

down 157, total output increessed 25%. So, all T cen say to you is that

farm prices had to go a lot lower then the last Administration was able to
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et them, to choke this thing of
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So, although this is & policy which can be followed, I think Sec-
retary Benson never really appreciated how low farm prices had to goj
how long they had to stay there; and how unhappy this was going to make

a lLavge sector of our population. And it doesn't make jusi farmers un-

happy; 1t make

¥
4

o
0

all the people who sell things to farmers unhappy;
namely, fertilizer suppliers, feed manufacturers, wachinery manufac-
arers, and the like,

So, my conclusion with respect to the Benson solution is that he
never realized how low prices had to go., I think prices had to go at
least twice as low as he was able to get them, to do the job, and he
never realized that. T think, furthermore, Congress would never give
him what he really wanted. He fought the battle with Congress and
Congress firally whipped him and stopped him from lowering prices, 4And
they ended up with sort of a stalemate, with prices down about 15% and
a weaker set of controls than what he came in with.

So, when we came into office we had price supporis on corn at $1.05
- at the minimum - and no controls, And let me tell you this, gentle-
men, farmers can produce a hell of a lot of corn at a gusranteed price
of $1.05 and no controls, and we were really getting it. Let me just
tell you what has happened to the yield of corn. Between 1940 gnd 1950
the corn yield went up 32%. Between 1950 and 1960 the corn yield in-
creasec another 45%., But between 1950 and 1982, the cora yield increased

ust leamning how to produce crops.

and you don't produce them the way your grandfather did. Wow, this Ad-

14
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ite viewpoint te that of Secretary
Benscny not that we dida't agree that you could solve the surplus prob-

lem by lowering prices. We argued that no democratic country would

sclve the problem that way, and furthermore, we didn't believe this was

q

a cdesirable way, socially, to try to soive the problem. Ve came in

with the opposite point o

i

view; that the way to deal with the farm
problem was to contrel production- let prices go up some, and have a

system of tight production controls farm by farm.

We carried this program to Congress and we developed a system of

tight controls for wheat and feed graimns. We were never able to get

P :
out program of tight controls out of committee in Congress, and so we

ht controls for
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got 1% on the Floor. We did ti
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wheat out of the Congress and it was voted down by the farmers in the

[}
referendum which you may have heard about last Mavy,

So, Wi sald to farmers, "We can protect your iacome if you will

agree to control production. And we can protect and solve the income

problem and at the same time solve the surplus problem if you will agree

2.

to tight production controls on your individual farms.® TIa the main,

T

farmers nave rejected this position; not completely, but in the main.

-~

think {it's fair to say that farmers have rejected & course of action

i

in the direction of tight controls with higher prices,
So, my story, gentlemen, as nears as I can figure it ocut, is that

P >

ion in the direction of lower prices - the last Administration
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hipped on the solution and direction of lower prices; and T don't

sey we are whipped yet, but we are badly beaten with regard to trying
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want, and their Congressmen, 1 taink, correctlsy
A S L 94 oAl A Y o ey S R «
represent them - L didn't sey the position wes corvect, buk did say
alc) crrrantlyg rormemoacarnt Cha Forerimiea T o Tao Al ot -
cne COTT2CtLy represenc che rarmers - 18 Dack, Trougn.y, To

the first way, what T cegll the "Congressional Solution,”™ or, the “Com-

some payments to divert acres out of wroduction intc non-vroductive
use, This is what we ave doing in feed-grains at the moment. Wnile

Teceive,

Fiy

, in a certain sense, been e

We have removed consistently, from 25 to 30 milliion acres of Zeed-

grains since we came into office. What we
literally do is reat aeres IZreom farmars and hold those acres out of

from farmers and hold them idle. And by this process we have reduced
the carry-over from 84 million tons of feed-grains down to about 60
millicn tons., And we think a reasonable goal would be about 45 million

tons. This would be a reasonabie carry-cver, This is a voluntary-type

progrem involviag price supports end invelving payments to farmers to

Theve is nothing wrong with this program if the netion is willing
to piek up the cneck, The check is an expensive one. The check is
P L I - - Tl ae P aeee e palam e D i- Al e ol - ol
ascut $1 obiilion a year. 'Wnat is about what 1t costs to teke 25 to 30

p
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ng, as I say, wroag with this kind of program if the

kinds of solu-
.. R |

capacity throug

A

where the program is binding oca-every farwer, and when the program is
in opersition he has Co retire so many acres.

And we are back, rouzhly where 1 said we came in.
Now, I think we have a quesiion vericd coming up later, in which

1 . - 5, b

there are an infinite number of mechanics to every one of these commodi-

ound. I can give you some of

and the feed-grain programs very
~T T e - - £ e Ty A - '~ 3 - 7 i . ' e e
well, The cotton program L understand less well, ete. But, there are

2 to vemint vyou that we heave been using a larse part of
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These are a very important part of the solution of both the last Ad-
.

ministration and the present Adninistration. Let me state 1t this

%. In other wourds, about 8% of ocur productive capacity could

nct £ind a home at existing commercial prices. About half of that ex-

moved abroad under various PL4LBO pro

rams. And fthe other half of your choice, of either storing or trying’

- o S ) v

L CWeT

prices O ChToug

mucn greater than without them. So, cur PL-480 programs are an impor-

tant - you might call it “safety velve™ To the aggricultural progrem.
The Zfinal thing T would point cut is, we do export a good amount
of our agricultural prcduction for dollars, These exporis have been

solve cur problem by expanding our commercial exports. That is a very
"
1

attractive approach if it cculd be worked. The conly problem is that

. - ~

you have a great aumber of other countriss avound the world, all the
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sroblem through commercial exports., And it's very difficult to see how

]

we're il going fo solve our surplus problem by selling cur products to

s

poy to answer questions when the question period comes up.



QUESTION: Some of us are interested im your reaction to required

riculture that was pub-

DR, CCCHRANE: 1T don't remember, precisely, the details of that.

T

But as I remembder 1t they would let prices go to the free merkei im-

Well, let me say this; that I think the great weakness of that re-

porit is that we can't move two mil
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period, mostly because tha econcmy is mot running at a rate which will

£l

absorb them, So, I think the great weskness of that report is that we

ust can't move people out that fast. Also, I do not agree with their

I

indication where prices would go in a free market, I believe they had
a corn price of 90¢ to $1 or something like that,

I know who wrote that report - T. W. Schultz of Chicago. AlLl I can
say to you is that I disagse with their conclusions of where the free

market prices would go, And 1 think most agricultural economists would

agree with me. Tthink even Schultz would agree that most economists
would agree with me, but ne would still maintein that he is right. So,

I think the problem in thai resort is ocne;
chence that you can move that many people out that fast; and two, I

believe the price income defletion that would occur in agriculture is

much greater than is suggested would occur in that report, greater than

ur economy as & whole, and much greater than Congress

O
[}
{\
3}
(e}
3
[o}

- ) PR, L - o
WOLLG DeILT TO occuT,

=
O



QUESTION: Doctor, what percentage of consumer focd price even-

- T g e g e - » = e . PR T g i N sy A g -~ .
tually returng to the farner, and what is the trend of thils pearcent?
Sleien®) K / T e R Habl -~ .70 K SxXrE A o
DR, COCHRAWE: Well, © can state this two ways. Tae average con-

N

ends about 15% of his incowe for focd, in the United States,
wnich is the lowest of any country in the world., En

think, are arcund 25% to 307 of the average consumer's incoms, And

The other way is to state what has happenad fo the consumer's foocd

dollar. About 47¢ out of the consumer's food dollar goes to agricul-
ture, 4nd the rest, which T guess is &3¢, goes to all the processing
and nendling, and the wmovement of the food to the consumer, Now, let

as it s understocd in the Western World, is more eaiing out, more pro-
cessing, stc,
So, as cur society moves forwerd I think we can expect that percen-

Tage to decline., That is not necessarily bad. You can have a commodity

the percenit of

in which the income to farmers is very good, and the con-

sumer’s food dollar that he gets might be as low as 10%. T am Zryin

, Lypically, some fruits thet might it
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into this category; that the income to the fermer might have been very

sood in that commedit a.,,,f vei he zet n N L SR M Oc/‘ - S i e

5004 Ain thac commedily and yer né gec no mnore Taan fU4sa O Lhne Consumasr’s
O the other hend vou mioht have & comncdicy like esrs where thera
Wi Lne Cuaeld nend you mighy agve & COmmetlioTy LLKe egns Widre there
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ig very little processing and the farmer's share may ba 70%.of the con-

sumar’s dollar, and still hie income is wvery low. Sc, I thinl

s1e}

tent to which your urban consumer 1s putting more processin
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do you foresee that in the reasonably near future, that a very large

percentage of our fernm outpui might come from the area of pure hydro-
ponics?

DR, CCCHRAWE: Define hydroponics for me so I'1ll kpnow we ave talk-
ing abat the same thing.

QUESTION: The growth of largely truck produce by water and chemi-

cals only without actual acreagze etc,

DR, COCHRARE: Well, T strongly suspect that in the distent future

0f 20 to 40 years there will be a very great deal of that both in the

production of fruits and vegetables. Also, I thin, for exempie, Japan
currently does s wvery good job of producing Zeed suponiies in lakes or

ponds. They fertilize the ponds and grow algae, and they their pro-
teirns from the fish that feed on this algae. So, there are many wrinkles

that in the short-run of 10 or 15 vears you

will see wvery much of that. But T think in the short-run of the next

10 to 13 years you will ses a great increase in supplemental irrigation
where Ifarmers heve deep wells, where they have a highly portable pipe.
And you con't ned so much water; you just mesd it when you need it.
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Through supplenmental irrigation you may see very greatb incresses in
production, quite genervally, in the Mid-West where it was never conceived
o. But, in the long-Tun T'm quite a Buck Rogers with re-
card to agricultural production. T would even go so far as to say that
feed supnliess through artificial photo-

syrnithesis. It can be done in the laboratory now., It's a million mile

4o to concentrate on fundamental research, T fully expect that within 50

years, or something of that sort, that we will be producing feed supplies
through artificial photosynthesis. We would then completely revolution-

ize agriculture, It would make land a fairly useless commodity.

JESTICN: Eas the decline in the number of farms in recent vears
g

had an adverse effect on the manufaciuring of farm eguipment and machin-
ery?

DR, COCERANE: No sir., The decline 4in the number of farms has had

a2 very adverse effe

0
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very small town, on school districts and
on local governments., But on mechinery and all the capital innuts of
agriculture they go up and up and up, This is quite the contrary. Ma-
chines substitute for men, and that is what 1s happening., The way 1

think the process cccurs is something like this; T have lots of relatives

wiho still farm. A new tractor comes out, a tractor which will go, say
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than their past tractor, Also, instead of being able to pull
a two-Dottom plow, maybe they can pull a four-bottom plow.

A1l right. Now, wy cousin has a tractor which will pull a four-
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low and which will go 507 faster then what he had, and so im-

And so, vou have a continucus process here of farms get ar as

macainery i1s substituted for labor,

QUESTILON: 1 note from your figures that scmething like 3% of the
larzest ferms produce about 1/3 of all the ferm produce or cutput. What

possible justification can there be for government pricing or checks?

G2

Some of the checks have occurred in the neighborhood of hundreds of
thousands of dollars.

DR. COCHRANE
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like it, and do whatever you think you should do.
I think that it's correct that in most parts of commercial agricul-

ture - that is, farms that gross $10,000 and up - and that includes the

enterprises you're referring to - that in the wmain, the return on their

investment is lower than you typically find outside of sagriculture.

)

Certainly, in the part of ggriculture that I know best - that is, the

o

.

very good commercial agriculture from the Twin Cities to Des Moines,
Towa, where the typical farm is anywhere from two to five hundred acres;

where the typical farmer has anywhere from $100,000 to $500,000 invested

and where he is earning & nst income of scmewhere between $8,000 and

N

12,000 a year - he is getting a very low return on his investment, i
you give him anything for his labor and meanagement,
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my statement to you is, whether you think
rection, is up to you. But I think it's a correct statement that 1f you
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take inzo account his investment,returns to investment avre very low

v
e

the statemen
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in commercial agriculture, and I would go on to mak
&

w .

made earlier, that 1f you try to solve this by going to the free mar-

ket, returns would be terribly low in those sectors. 4nd this would

3

= a

zlso involve scme of the larger farms, Now, further than that I have

my own perscnal views about how to deal with these problems, But I

r 1

will say further that any time any Acdministration has ever tried to

deal with the problem of agriculture by isolating these big farmers

and maxing payments to smaller farmers there has been nothing short of

hell to pay.
I aee "

on, 1f you can go back to Bramnon, he came up with a proposal

wiich involwed vnayments to farmers up to - he had some nariticular cut-

:

would probably be payments to farmers up to those maybe

p
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off point -

grossing $20,000 - something of that sort - and then no payments abdove,

S

1 PO N P i\

he probisms that poor Mr. Brandon

;

o, But he was branced esverything from a communist to everything

T off

(]

eise, Nobody wno comes up with such a suggestion is going fo g

essy, L can tell wou that,

=%
t

ESTION: Doctor, before we all retire to Arizona

of the citrus truck-growing sectors of the ggriculture compared to your

overall piecture?
DR, COCHRANEZ: Citrus was getfting into very grave difficulties

lorida here about a vear ago, very
greve difficuliies not only in the United States, but there are very
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hzavy plantings of citrus in the Mediterranean erea, It locked like
oing tc heve & miserable ten years shead of it. 1T say ten
vears because that is about as far as & man can look, But the very
great freeze in Florida changed that situation. &nd now 1t looks like
that for et least four or five years the citrus industry will be in
quite good shape financially. 1T wouldn't want €o go beyond four or

t's in good shape.

Truck crops are & world onto themselves., Truck farming is as near

< Py

actory farming as we do. ILit's done with wvery specialized machinery;

i
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very specialized production practices. And in the main 1it's mana

by huge operators who are able to some degree to manage their supplies

coming onto the market, particularly in California. You have various
kinds of commodity marketing orders gnd agreements. And these are use-

th

ul devices whereby the producers get together, and through grading

practices and the iike, exercise a high degree of contrel over the sup-

ply of their commedities coming onto the market. And for this reason;
3 - Iy

one, because it’s a highly specialized thing that other farmers don't

get into easily and go out of, and because it's run on glwost a factory-

like basis, where people plan their production very carefully and where

(=]

in many cases they have marketing orders and agreements whereby they

s
e

can, within Iimits, manage supplies that come onto the market,

The truck industry hes done quite well, but it is, I think, not

o .

one Tthat you will retire to. Beceause, typically, where

o

MEn may own
& few citrus trees and have them harvested by a co-op, this fust doesn’t
happen in truck farming. It's & really biz business, typically, where
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serated., And you don't retire to truck farming - on your Navy

Be'e
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retirement pay, that is.

QUZSTION: To what d

soration Program of Barter helped the situation?

S

DR, CCOCHRANE: That is a very difficult one for me to handle. T

would begin by saving that T don't think that our barter operations

have exnanded our totsl exports of farm commodities very much., It may

be that in certain cases we have gotten wore for our dollar by barter
cperations than we did through, maybe; PL-480, 1In other words, in cer-
tain cases we have gotten commoditis back that are highly useful to us,
nink we have taken back a lot of commodities
which were almost as useless to us as those we bartered away.

oragt believer in barter. 1T believe that

<

o
3
=}
O
e
Q
1%
4
Q
o
17}
D
0}
o

it complicates badly the multilateral international trade. 1 think it

makes us move enemiaes among our trading pariners than we can stand, and
I don'c believe that it has significantly - 1 believe it might, some -

but I don't believe that it significantly has expanded our exports over
that which they would have been otherwise.

QUESTION: Doctor, how far are Public Law 480 Programs held over-
seas? How far are they used?

Dr, COCHRANE: They are used in a very great number of ways. And
in. some countries they are used very effectively. There are about 14
different ways they can be used., T can't remember all of them, but the
high priority uses are to pay for vour embassy and various mission

Ly is tary instaliaticns. TFor example, in

He
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costs. Another priori
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8sain - 1 believe I'm correct - our PL-480 earnings have been used

almost completely to fund our embassy, mission and varicus military
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ons. Lower priority uses involve the grants of funds to

United States! trade assod ations, to try to develop new products,

And, I think in some areas this has been used effectively. I think
that in Japan, and other countries that I can’t detail now, we have

used PL-480 funds to underwrite the cost of the development of mar-

kets - for wheat particularly and some more speciaglized comnodities

think have been useful.
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A lower priority use - and which a lot of it is used for - 1is to

N
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loan to the country involwved, for the country to use those funds in

its development program,

And finally, in a country like India it just piles up ancd doesn't

get used at all, I mean thet is the last use - non-use, Because, the

volume is so great that there is just not effective use, and a large

part of it

v

us iles up and doesn't get used at all, You can look
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£ oup. ve it has 14 specific uses, and I have just hit some of
the main ones from one end to the other,

QUESTION: Dr, Cochrane, my question relates to the tobacce farmer

in particular and the tobacco industry in general. We are expecting a

report from the government which will tell us officially that there is
a direct reiationship between cigarette-smoking and lung cancer. This

andpoint of the to-
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rom the s
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report could have an undesirable impac
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bacco industry. What action has the government taken
, &ll I know about the report is probably about

27
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as much as you doj; that a report is in the works; that we can expect

it to be similar to that in England; that it will indicate that there
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elationship between cancer and tobacco. And 1t may have
a sinnificant effect on the decline in the demand for tobacco.

My first answer to you is that the government is issuing the re-
pori, and so a part of what the government is doing is issuing the re-

nort. WNow, what Agriculture is going to do I don't know. We're a part
of the government and we're not going to repudiate the report. I sus-
pect that we'll do various things., We'll maybe work harder, whatever
that means, to Cry to export more, which isn't easy. And, of course,
the industry itself has the mechanics that it has always used to reduce
production still further through acreage controls, which it may very
well have to do, I think thaet is as good an answer as I can give vou.

QUESTION: Dr. Cochrane, in this Committee for Economic Develop-
ment Report that you mentioned earlier, one of their key remedies was
the retiring to grass-land of all the dryer Western arveas now in wheat,
etc., Does the Department have any plans along this line, on 1it?

DR. COCHRANE: A favorite remedy for veople who are neither elec-
ted nor responsible to Congress, is to retire somebhody elses land., Iowa
and Minnesota agricultural economists ~ and Schultz is an Towa agricul-
tural economist - have for vyears been suggesting that broad resches of
Western Kansas and even Colorado, Northern Texas and Western Oklahoma
be turned back tc grass.

Yo government agency that I have ever heard of has mede any signi-

ficant progress in that direction, and I predict that none will in the
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near future,

DR. SANDERS: I would just like to let you know that Dr. Cochrane
has absented himself from a very important meeting with Secretary Free-
man in order to be with us teday,

Thank you very much, Dr., Cochrane, for a very illuminating lecture.
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