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INTRODUCTION
Wheat is the center around which the life of the 

North Dakota citizen revolves. He arises to scan the sky for 
signs favorable or unfavorable to wheat. He goes to bed 
with concern for the present condition of the wheat crop*
North Dakota leads the United States in the per cent of its 
acreage planted to wheat, with 18 per cent of its land area 
so planted.1 With an average annual yield of 94 million 
bushels for the period from 1911 to 1935, North Dakota shares 
with ZansaB the leadership in the quantity of wheat produced.^ 
North Dakota is a one industry state; that industry is agri
culture ; and that industry is dominated by wheat.

It is small wonder that every North Dakotan finds 
himself in a world dominated by wheat. The merchant looks 
to the wheat crop to produce the buying power for his goods; 
the professional men's success rests on the wheat crop; and 
upon the wheat orop rests the public servant’s ability to re
ceive his pay in money rather than tax anticipation warrants of 
doubtful negotiability. Not to be forgotten is the lowly 
transient worker who looks to the North Dakota harvest for his 
"stake."

1. Department of Agriculture, Yearbook. 1922, p. 594.
(a).Table IX, p. 56.
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> PART I

SUPPLY AHD DISPOSAL OF WHEAT IH TEE UHITKD
STATES

CHAPTER I
PURPOSE OF THE STUDY

What is the nature of this industry which plays such an 
important pert in the life of fiorth Dakota? What happens 
in the world of wheat whioh will affect the welfare of the 
grower? There is no lack of opinion about the right and 
wrong of what happens* The farmer complains that "they" fix 
things so that he cannot make any money. He insists that the 
produoers in other areas get a better prioe for their product. 
The politician comes to the farmer every four years with rosy 
promises of what high tariffs are doing to 'protect our farm
ers from cheap Imported wheat*. Farmer and consumer grumble 
at the fortunes made in the operations of the grain market. 
These agencies insist that they render a service to the public 
in stabilising prices. "To hold or not to hold" is debated 
with characteristic abundance of heat and lack of light.

The crash of prices during the depression, followed by 
the manipulations of the Agricultural Adjustment Administra
tion during the Hew Deal, has added to the heat but has not 
contributed a great deal of light. Much is being said about 
"Soaroity Economy", "Rational Self-Suffioienoy", The More 
Abundant Life", and "Economy of Abundanoe". In all this welt
er of disoussion few have taken the trouble to examine the



fasts. Perhaps the most paradoxical view is that which 
excoriates the Hew Deal for its alleged scarcity economics.
This view comes from those spokesmen of the status quo who 
have always practiced scarcity economy in large industries.
The refined essence of this type of thinking was expressed 
in the fall of 1936 when Alfred M. lan&on, then candidate for 
President, took occasion at Detroit to compliment Henry Ford 
for the contrast of his production policies with the scarcity 
economy of the Hew Deal. In contradiction of this praise 
Ir. Ford never built a oar unless he was sure of a buyer. In 
fairness then, why should the farmers be criticized for attempt
ing to apply "production for market" policies to their industry?

The purpose of this thesis is not to apologize for or 
criticize the Hew Deal, the Old Deal, or any other "Deal.”
It is an examination of the facts with the purpose of answer
ing some of the more important questions that arise. The 
production, import, disposal, and price movements of wheat 
during the 25 year period from 1911 to 1935 inclusive are 
examined to discover trends that might point the way to future 
policies.

Part III of the study is a brief examination of the 
developments in the wheat industry of Horth Dakota for the 
same period.

Answers to the following questions are sought.
1. What is the normal production of wheat in the Unites

States?



S. What is the normal consumption of wheat in the United 
States?

3* Is the consumption of wheat responsive to changes in the 
general economic v?ell-being of the country?

4. Is the consumption of wheat responsive to ohanges in 
price?

5. Has there been any trend in the consumption of wheat in 
the last 25 years?

6. Has our export trade been a stabilizing influence in 
absorbing the variations in the production of wheat?

7. What is the normal carry-over?
8. Have there been any important variations in the 

carry-over?
9. How have the United StateB prices compared with those of 

other marketing centers, i.e. ; Winnipeg and London?
10. Have these prices shown anything of the effect of our 

tariff policies on domestic prices?
11. Have there been any significant price differentials 

during the Agricultural Adjustment Administration 
operations?

12. Would seasonal price changes warrant ohanges in the 
marketing practices of farmers?

13. What have been the trends of the wheat industry in 
North Dakota?
From the answers to these questions the writer will

attempt to set up the basis for a sound production-consump
tion program for the United States wheat growers.
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CHAPTER II
METHOD OP THIS STUDY

The essential method of this study is the analysis of 
pertinent statistics in an effort to determine relationships. 
The statistics used are taken from the statistics of the 
Department of Agriculture whioh have been published in the 
Yearbooks between 1911 and 1955; in the Abstract of Statis
tics of 1936; and in the Department of Commerce, "Abstract 
of Statistics for the United States," 1936 edition. These 
publications contain an abundance of statistics but carry 
very little interpretive material. The method of this study 
is the interpretation of the data.

The first step Is the setting up In Table I of the 
figures by years for the 25 year period from 1911 to 1935 
inclusive for the following faotors: production in bushels; 
weighted average price per bushel; farm value of the crop; 
exports; imports; amount used for seed; amount fed to live
stock; amount consumed for domestic human food; and annual 
carry-over at the end of each year.

The next step Is to determine which of these faotors 
are constant and whioh are variable, and to determine the 
significance of these faotors to the problem. From the
standpoint of practical agriculture the problem is one of 
price. ?fhat agriculture wants to know is, "What osn be done 
to assure a reasonable price from year to year?” The tra

ditional plaint of the wheat grower is that when he has a
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TABLE I, •PRODUCTION, PRICE, FARM VALUE OF CROP, EXPORTS,
IMPOSTS, USE FOR SEED, USE FOR LIVESTOCK FEED, USE FOR
DOMESTIC HUMAN FOOD, AN ANNUAL CARRY-OVER OF WHEATIK THE UNITED SPATES FROM 1911 to 1935

Year (U (2) (?) . (4) (5) (6) (7) (8) (9)
1911 618*2 86.9 537.1 81.9 3.4 79.0 25.0 455.0 78.0
1912 730*0 80.7 588.8 145.2 1,3 78.0 40.0 457.0 91.0
1913 751*1 79.4 596.0 148.8 2.4 82,0 73,0 480. 0 76.0
1914 897.5 97,4 874.0 335.7 .7 93.0 30.0 458.0 55.0
1915 1008,6 96.1 968.8 246.2 7.3 85.0 77.0 520.0 163.0
1916 634*6 143.4 910.1 206.8 25.0 88.0 25,0 460.0 48.0
1917 619.8 204.7 1268.9 132.6 31.2 97.0 14.0 455.0 17.0
1918 904*1 205.0 1853.1 287.4 11.3 98.0 44,0 460.0 76.6
1919 952*1 216.3 2059.4 222,0 5.5 90.9 36.6 536*8 144. 9
1920 843*3 182.6 1539.6 369.3 57.7 89.3 20,6 436, 2 126.8
1921 819*0 103.0 843.5 282.6 17.4 88.3 32.7 442.1 114.3
1922 846.6 96.6 817.9 224,9 20.0 85.1 49.4 481.6 137.8
1923 759.5 92.6 709.3 159.9 28.0 73.5 66.9 476.8 144.4
1924 840*1 124.7 1047.7 260.8 6.2 81.3 55.9 474,9 114.8
1925 669.1 143.7 961.8 108.0 15.7 79.5 28.2 475.8 104.9
1926 833,5 121.7 1014.6 219.2 13.3 85.1 34.4 487.6 122.3
1927 874.7 119.0 1041.2 201.3 15.7 91.4 44.5 544.0 123.9
1928 913.0 99.8 911.1 163.7 21.4 84.6 55.1 505.0 246.7
1929 822*2 103.6 851.6 153.2 13.0 83.9 59.2 491.5 291.0
1930 889*7 67.1 596.7 131.5 19,0 81.1 157.5 513.7 326.0
1931 932*2 39.0 363.1 135,8 12.9 80,1 171.3 495.7 384.6
1932 745.8 38.0 283.8 41.2 9.4 83.6 122.5 495.5 393.4
1933 528.9 74.1 391.8 37.2 11.5 71.7 69. 6 466.7 286.2
1934 526* 4 84.7 446.4 21.5 25.1 75.5 01.4 475.8 152.0
1935 623.4 63.8 522.4 15.9 46.7 82.0 97.5 474.0 150.4
(2) Weighted average price per bushel in wtnte
(3) Farm value of orop in millions of dollars
(4) Exports in millions of bushels
(5) Imports in millions of bushels( 6) Use of wheat for seed in millions of bushels(7) Use of wheat for livestock feed in millions of bushels
(8) Use of wheat for domestio human food(9) Annual carry-over at end of season in millions of bushels
ouroe:— Column 1: Yearbook of Agriculture. 1935. p. £50 (exoept 
1935 sind 1934). Column (2); Ibid, p. 356. Column (3) Ibid, 
p. 350. Column (4) Ibid, p. 350. Column (5) Ibid, p, 350.
Column (6): Yearbook of Agricultur 1922. p. 612 (1911-1918) 
Yearbook of Agriculture, 1935. p. 363 (1919-1934). Column (7): 
Ibid, p. 359 (1619-1934) fnterpolated(1911-1918).
Ooltuoa (8): Ibid. 1922, p. 612 (1911-1918); Ibid. 1935, pp. 563, 
calculated by deductin'- column (7) from disappearance for food, 
feed and loss. Column (9) Ibid,1922, p. 612 (1911-1918); Ibid, 
1935, p. 363 (1919-1934).



orop the price is low, and when the price is good he has no 
crop# This complaint, as might be expected, comes especially 
from the producers in the marginal areas where the irregular 
orop is one of the chief factors in the annual variations of 
production#

Fundamental to the interpretation of the data of Table I ^  
is the establishment of a basis of comparison# In this study 
two sets of graphs are presented# The first set is a pair of 
composite graphs showing the components of the annual supply 
and the annual disposal. These graphs are complementary to 
each other# They are broken line graphs of the composite sum
mation type#

The econd group of graphs in Part I presents comparisons 
of the variations in the variable factors from year to year.
In this part of the stuuy it is necessary to establish a basis 
for the comparison of the data dealing with the various factors.
The percentage variation from norms is an easily understood 
method of interpretation. In calculating these variations it 
is necessary to establish norms. The writer does not feel 
that there is any valid reason for assuming that a certain 
period of years is necessarily normal. On the other hand it 
seems reasonable th t during a 25 year period there will be a 
group of years showing medi n quantities which may be taken as

(a). 1935 data from Department of Commerce, Abstract of Statistics,
Col. (1) (2) (3), p. 632; (4) (4) (8) (9), p. 666. 1936 ed.
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normal years. An average of such quantities may then be assumed 
to be the norm. The use of this central-average is the basis 
of the comparison raphs.

In establishing the normal figure for production, class 
intervals of fifty million bushels are used. The production 
for each year is tallied in its class interval nd the average 
of those quantities in the centr 1 group of class intervals is
taken as the normal.
Claes interval Tally Summation of
(million oushels) Central Quantities
451-500 X 618.2
501-550 X 730,0
551-600 751.1
601-650 TTYT 897.5
651-700 X 624.6
701-750 int 619.8
751-800 X X 904.1
801-850 843.3
851-900 XXX 819.0
90ir950 XXX 846.6
951-1000 X 759.5

1001-1050 X 840.1
669.1
833.5

s/U 874.7
913.0

16567.4 a. 788.9 822,2— 889.7
952.2
745.8
625.4 16567.<

Thus the centr 1 average of 788*9 million bushels per
year is the norm for the annual wheat production in the United

States. The use of this norm elimin tes the assumption of an 
ar&i rary normal period of years; eliminates the distorting 
effect of extreme deviations from the norm; and makes possible

(a) Source; ^able I, column (1), p*



the expression of all v riations in per oent of variation from 
normal. Beoessarily this is the percentage variation of each 
category within itself, and is not a quantitative comparison 
of the factors with each other.

The formula for the calculation of the annual per oent of 
variation from the normal is V/c “ P, where V represents the 
annual quantity, 0 represents the nor;.,, and P equals the per
centage variation from the norm.

The procedure here described is used in the preparation of 
the figures for all the data in the comparison graphs.



CHAPTER III
WHEAT SUPPLY FROM 1911 TO 1955

The wheat supply in any year is composed of three faotors;
oarry-over from the previous orop year; crop for the current
year; and imported wheat. Table II is a summary of these
supply factors for the period from 1911 to 1935,

TABLE II. WHEAT SUPPLY FACTORS IN THE UNIT!.]])
STATES FROM 1911 TO 1935 IN MILLIONS 

OF BUSHELS

( 1 )

Year (1) (2 J _ (3) (4)
1911 92.0 618.2 3.4 713.6
1912 78.0 730.0 1.3 809.3
1913 91.0 751.1 2.4 844.5
1914 76.0 897.5 .7 974,2
1915 55.0 1008.6 7.3 1070.9
1916 163.0 634.6 25.0 822,6
1917 48.0 619.8 31.2 699.6
1918 17.0 904.1 11.3 932.4
1919 76.6 952.1 5.5 1034.3
1920 144.9 843.3 57.7 1045.9
1921 126.8 819.0 17.4 963.2
1922 114.3 846.6 20.0 980.9
1923 137.8 759.5 28.0 924.6
1924 144.4 840*1 6.2 980.7
1925 114.8 669.1 15.7 799.6
1926 104.9 835.5 13,3 951.7
1927 122.3 874.7 15.7 1012,7
1928 123.9 915.0 21.4 1058.3
1929 246.7 822.2 13.0 1081.9
1930 291.0 889.7 19.0 1199.7
1931 326.0 932.2 12.9 1271,7
1932 384.6 745.8 9.4 1139.8
1933 393.4 528.9 11.5 933.8
1934 286.2 526.4 25,1 807.8
1935 152.0 623.4 46.7 822.1
Carry-over from previous orop year in m:
els

(2) Current crop in millions of bushels
(3) Imports in millions of bushels

_____(4) Total supply —  sum of first three columns
Source:-- Corresponding columns in Table I except column

(4) which is sum of first three columns.
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Th© data of Table II are presented in graphic form in 
Figure 2, For convenience in interpreting the abnormal elements 
in the history of the wheat supply during the 1911 to 1935 
period, vertical lines nr rk off the period of the war years, 
1914-1918, and the period from the onset of the depression in 
1929 to the inauguration of President Boosevelt and the Agri
cultural Adjustment Administration in 1933*

Contrary to the widespread assumption that there was a 
vast increase in wheat production during the war years, there 
was a sharp falling off during 1916 and 1917, with however a 
sharp rise in 1918, the year of our active participation in 
the war* Interestingly enough this acceleration of production 
carried well into the post war period. The widespread incidence 
of black rust In 1916 and 1917, rather than an intentional 
cutting of acreage, accounts for the sharp decline of these 
years, a decline which was the only - general decline of produc
tion unti- i.930" b. During these two years total production 
fell more than 150 million bushels below normal* The uniformly 
high production of the period might well be food for thought 
to those who commit themselves to the theory that "Datur; " by 
some mysterious Intelligence beyond the comprehension of Man, 
is capable of regulating production in the best internet of 
the general welfare,

A succession of good crops from 1926 through 1931 plus a 
rapidly rising carry-over that accompanied the decline of our 

foreign markets, the decline beginning as early as 1928, 

brought an abnormal rise in the total supply to an all-time



peak In 19.';1 of* 1271# 7 million bushels# Despite the nearly 
200 million bushel decline of the following year the carry-over 
continued to mount until it reached nearly 400 million bushels 
in 1933# This was more thin three times the normal carry-over 
and was almost enough wheat to feed the entire nation for a 
year.

Students of the agricultural problem became frl htened at 
the mounting carry-over and at the decline in the price o? wheat. 
They struggled manfully but to llttlo purpose. President 
Hoover, who with his party was committed to hi :h prices and 
"two-oar* prosperity, took to the cyclone oellar with the price 
pegging operations of the late and not greatly lamented Farm 
Board. Encouraged by supposedly "fixed prices," the farmers
cheerily hurled the huge 1930 and 1931 crops into an already

(a)water-logged market. There was desultory talk of crop control. 
The Farm Board advised the farmers to at least "go easy" in 
their production policies. The "at another slice of bread" 
slogan added a oomic but unimportant toueh to the picture. In 
the meantime the Farm Board realized that it had the proverbial 
bear by the tail and withdrew its support from the market.
"Mature took its course" with a vengeance and an enraged agri
culture east aside President Hoover for Franklin D. Eoosevelt 
and his, at that time, ephemeral "Hew Deal."

Drastic production control was the oore of the Agricultural 
Adjustment Administration program for wheat. Farmers who two 
years before had sneered at prouuction control and had planted
(a) These crops exceeded normal by 100 and 150 million bushels 

respectively. (1'able II).



more wheat, hastened to sign Agricultural Adjustment Administra
tion contracts* The tragedy of 30 cent wheat jarred agriculture 
from its traditional policies and made the farmer willing to 
try something different* Aided by the 1934 drouth the sharply 
curtailed production permitted the absorption of the surpluses 
and by the end of the 1935 season our supply and consumption 
were nearly balanced on a domestic basis. At this time there 
is not much evidence that we are about to return to the foreign 
markets*
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CHAPTER IV
WHEAT DISPOSAL FROM 1911 20 1935

A study of the tables of the reports of the Department
of Agrieulture shows that our wheat disposal falls tinder the
following heads: exports; seed; fed to livestock; domestic
human food; .and carry-over to the next crop year. Table III
is a summary of the disposal factors from 1911 to 1935.

TABLE III. WHEAT ISPOSAL FACTORS IS Sir MITEL STATES 
FROM 1911 20 1935 IS MILLIONS OF BUSHELS

Year (1) .... m ..  (3) (4) ... (5) (6)
1911 81.9 79.0 25.0 455.0 78*0 718.9
1912 145.2 78.0 40.0 457.0 91.0 811.2
1913 148.0 82.3 73.0 480.0 76.0 859.3
1914 335.7 93.0 30.0 458,0 55,0 971.7
1915 246.2 85.0 77.0 520,0 163.0 1091.2
1916 206.0 88..0 25.0 560,0 48.0 827.0
1917 132.6 97.0 14.0 455,0 17.0 715.6
1918 287.4 98.0 44.0 460.0 76.7 966.1
1919 222.0 90.9 36.6 536,8 144.9 1031.2
1920 369.3 89.3 20.6 436.2 126.8 1042.2
1921 282.6 88.3 32,7 442.1 114.3 960.0
1922 224.9 85.1 49.4 481.6 137.0 978.0
1923 159.9 73,5 66.9 476.8 144.4 921.5
1924 260.8 81.3 55.9 474.9 114, 8 987.7
1925 108.0 79,5 28.2 475.8 104.9 796.4
1926 219,2 85.1 34.4 487,6 122,3 948.6
1927 206,3 91.4 44.5 544.0 123.9 1010,1
1928 163.7 84.6 55,1 505.1 246. 7 1055.2
1929 153.2 83.9 59.2 491.5 291.0 1078.8
1930 131.5 81.1 157*5 513.7 326.0 1209.8
1931 135.8 80.1 171.3 495.7 384.6 1267.5
1932 41,2 83.6 122.5 495.5 393.4 1136.2
1933 37.0 71.7 69.6 466.7 286.2 931,2
1934 21.5 75,5 81.4 476,8 152.0 806.2
1935 15,9 82.0 97.5 474.0 150.1 819,5
(1) Exports Use for Seed
(3) Livestock Feed (4) Domestic Human Food
(6) Carry-Over (6)t Total Disposal
Source:— Sable I. p. 6
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The data of fable III are presented in the form of a 
composite summation graph in Figure 2. r ince Figure 1 and 
Figure 2 deal with complementary aspects of essentially the 
same quantitative tot ils we find a close similarity in the

upper profiles of the two figures. Figure 2 reveals two types 
of quantities; constants and variables. Kxeept for minor 
deviations feed, seed, and domestic human food appear as 
constants. On the other hand exports and oarry-over show 
marked variations of a distinctly complementary character.

The constancy of the factor, wheat used for human food, 
at around 460 million bushels in t e first years of this 
study and at 475 million bushels in the closing years, despite 
an increase in the population from 93 million in 1911 to 128 
million in 1935 is an aspect of the problem which will be analysed 
in Chapter V* The nature and relationship of the variables will 
be discussed in Chapter VI.

The Andean aspect of the graph during the 1929-1933 
period might well cause the average wheat farmer to shy away 
from the advocates of the ”economy of abundance,” There was 
certainly no lack of abundance of wheat during that period but 
most farmers found very little abund nee in their living. The 
inverse relationship between exports and oarry-over introduces 
the problem or the relative merits of self sufficiency and 
export as the means of stabilizing the wheat situation.

Figure 2 reveals the same general return to normal totals 

in 1934 and 1935 that was shown in Figure 1, It will be shown

in later discussion that prices also approached normal.



CHAPTER V
C01JSTAUT FACTORS IH THE SUPPLY-DISPOSAL PROBLEM 

Wheat Used for Seed
The amount of wheat used for seed has varied between 

72,3 million bushels and 98 million bushels. This use for 
seed represents approximately ten per cent of the normal 
production and the variation is only three percent of the 
total normal crop. Using the mean figure of 83 million bush
els there is a deviation of slightly over ten million bush
els, or a deviation e<iual to slightly more than one per cent 
of the total crop. This deviation is such a slight propor
tion of the total crop that it becomes possible to take the 
use of wheat for seed as a constant, A closer examination 
of Table III, column 2, does however bring to light some 
interesting variation's. There was a sharp increase in plant
ings in the war years in response to the war prices. In 1923 
there was a drop to 73*5 million bushels used for seed. This 
is probably accounted for by the discouragement of the farm
ers at the oollapae of the war prices during the preceding 
two years. The higher prices of the following years (Table 
I, column 2) revived the expansion movement, and plantings 
reaohed their post-war high in 1927. The following year the 
plantiiigs returned to normal and there we s no important change 
until tne crop curtailment policies of the Agricultural Adjust
ment Administration brought about re .uced plantings, with the 
disappearance of the surpluses by 1935 there was a return to 
a normal volume of seed usage with 82 million busnels used



that ye r, These figures are not important in themselves as 
variable factors in th tot 1 problem, but they are interest

ing as an illustration of the reaction of the wheat industry 
to market conditions.

Since most farmers grow their own seed this form of 
disposal brings no income and may not be oounted in the in
come figures of the farmers. Only in the relatively rare 
instances of drouth is it necessary to buy seed* The farmer 
becomes a market for the product of another farmer—  a case 
of taking it out of one pookot and putting it in another so 
far as the total well bfjing of the wheat growing industry is 
concerned.

In few instances, notably in the spring of 1936 fol
lowing the destruction of a considerable part of the wheat 
crop by black rust, it has become necessary to import certain 
seed wheats from Canada. This importation of seed, plus the 
need for hard spring wheat for milling purposes, largely 
accounts for the sharp rise of imports that year-— our domes
tic supply being entirely adequate for our needs on a quan
tity basis. This statement is supported by the f ot that 
there was a 100 million bushel carry-over at the end of the 
1936 marketing season, an nmo nt which exceeded the net im
ports three times.^ 1

1. Department of Agriculture, I larke t Re p or ter, July, 19̂ =7



Wheat Used for Live Stock
The oasual reader will be surprised to find that the 

use of wheat for live stock feed is a factor in the total 
disposal. .Normally it is not a large factor, being less than 
fifty million bushels for twelve of the years of the period 
of this study. This is about six per cent of the total norm
al crop. In actual praotioe this is wheat used for poultry 
feed, screenings mixed with other feeds— an amount that would 
be wasted otherwise, —  and by-product feeds such as bran.

Table III, column 3, reveals an interesting expansion 
of the feed usage in the depression years. This is not sur
prising when it is remembered that wheat at 30 cents per 
bushel is one of the cheapest and best livestock feeds. It 
compares by weight with oats at 15 cents per bushel, corn at 
S5 cents per bushel, and hay at ten dollars per ton* The 
unexpected rise in the use of wheat for feed in 1935 prob
ably is due to the fact that in that year there was extensive 
damage to the spring wheat crop by black rust, rendering much 
of the orop unfit for any other use.

Since the variation in the use of wheat for feed is 
a resultant factor of other conditions, rather than a causal 
factor of the other variations in the supply-disposal problem 
it will be disregarded in the study of the significant factors, 1

1, These are prices substantially lower than the current 
prices during the same time.
Yearbook of Agriculture. 1935. p, 379 and p. 391.



Use of Wheat for Domestic Human Food 
An examination of the data relating to the use of 

wheat for food reveals two outstanding facts: first, that 
there has been no marked increase in the total consumption 
of wheat for this purpose in the period from 1911 to 1935; 
second, that the per capita consumption has dropped from five 
to less than four bushels per capita In the same period.

With the period of this study extending through the 
so-called normal pre-war years; the war years; the post war 
depression; the boom years of the middle 20'e; the Great De
pression; and the first years of t e Hew Deal, the most im
portant fact about the per capita consumption is its contin
uous downward trend. Our consumption changes have been inde
pendent of price and t e economic well being of the country 
as a whole. We must look to other causes than the presence 
or absence of ’’prosperity'’ for the basis of wheat oonstuaption 
for human food, Evidently there have been other influences 
than income at work on the public's eating habits. Two 
popular theories seem to be contradicted by the facts reveal
ed i Table I, column 8. The first, that bread Is the oor 
man's food, would lead us to expect an increased consumption 
in time of depression. The oonstuaption figures for the 
depress ions of 1914, 19S1, and 1929 fail to support this 
conclusion. A contradictory theory that people would eat 
more v;heat if they had better incomes is likewise exploded 
by the figures for boom periods; the War, tho booming 20*s; 
and the post—depression figures. What then does cause people



to vary their consumption of wheat? Evidently it is the result 
of dietary changes independent of the general eoonomic well- 
being, Fashions in diet, plus a general change in the nature 
of work, may he offered as a reasonable explanation. The 
trend to a more diversified diet which has characterised the 
recent years necessarily means that as new foods are intro
duced into the diet the demand for the traditional foods will 
deorease. In the nature of things peoplo tend to eat only 
as muoh as they need, which means that diet chanres are re
placement change: , rather than additions to the food supply.
The popularizing of the so-called "reducing diets" among 
women has tended to reduce the total consumption of food,

A significant cause of the reduotion in the use of 
wheat for food has been the change from the dominance of 
strenuous physical work among the laboring classes to the 
general adoption of machine work. The maohine work is per
haps as fatiguing as the manual work it displaces, but its 
more sedentary and less strenuous nature reduces the need for 
energy food. Wheat being a relatively inexpensive energy 

food, it bears the brunt of the dietary changes.
Considering the fact that increase in the per capita 

consumption of wheat to the pre-war level would increase the 
annual consumption by about 125 million bushels, it can be 
seen what our dietary changes mean to the wheat farmer. Such 
an increase in the consumption would absorb the e cess pro

duction of recent years acid perhaps would eliminate the 
"farm problem" so far as the wheat industry is oonoerned.



In vlow of the history of our vheat consumption the 
farmer must look eleevhere than to increased domestic use 
for food for the solution of his problem* Ihe problem is 
after all the simple application of the principle of supply 
and demand* Perhaps if some "scientist" oould discover a new 
vitamin or mineral value in wheat, sufficient propaganda oould 
be built up to induce an important increase in the use of 
wheat* So the advice to "eat another slice of bread" the public 
has res onded with its characteristic shrug and,"Why?"

In the meantime, for the purpose of this study, the use 
of wheat for human food is taken as a constant and is not 
pursued as a causal factor in the shifts in the price of wheat.

Here is also sterile ground in which to seek for a long
time solution of the wheat grower's problem* In an exchange 
economy it is futile for the producer to produce more than 
the public may reasonably be expected to consume*



CHAPTEB "VI
TABIABLE FACTORS IS THE SUPPLT-DISBOSAX PROBLEM 

Wheat Production
The normal annual wheat production as shovm In Chapter 

II is 788*9 million bushels. Total annual production has 
varied between 496.9 million bushels in 1934 ana 1008.6 mil- 
lion bushels in 1915. In most years it has ranged between 
700 million and 900 million bushels. Those variations have 
been in response to varied plantings and varying yields per 
acre from year to year. It Is significant to note that in 
every year of the 25 year period the production plus a normal 
carry-over has produced a supply of wheat sufficient for our 
domestic needs. Our domestic needs being a combination of 
seed, feed, and food; the sum of the need for seed at 75 
million bushels, for feed at 75 million busnels, and for food 
at 475 million bushels gives a total necessary supply of 625 
million bushels. From these figures it appears that there 
is no real concern that the aw. poly is likely to fall below 
out dorostic needs. Subtracting the wheat needs from the 
normal supply the normal exportable or carry-over surplus 
beoomee 165 million b u s h e l s . W i t h  the carry-over a normally 
continuous quantity, the coincidence of this figure with the 
normal export figure of 158.^ million busholo indicates the 

outlet of this excess production*

(a) Table I, column 1. p* 6.
(b) p. 28.



The importance of the export market to the wheat farmer is 
shown by the above figures. Until the depression the United 
States wheat industry was on an export basis. The relation
ship between this fact and the price and tariff conditions 
is discussed in Part II.

The full importance of the export market tinder unregulated 
production becomes more apparent hen one notes that it repre
sents 20 per cent of the total normal produotion. The sky
rocketing of the carry-over during the depression years is ac
counted for by the piling up of these large exportable fractions 
on top of each other in the year:-' during which the export 
market had practically disappeared, a fact clearly shovn in 
Figure 2.

In conclusion we may point out that there is a significant 
variation of wheat produotion which will be examined more 
fully in Chapter VII.

Wheat Price iJorm with Variations
The same method outlined in Chapter II for determining 

the norm for produotion was used in determining the price norm. 
For seventeen of the years of this study the price ranged be
tween i' 0.80 per bushel and $>1*50 per bushel. The norm is 
determined by averaging all these prices. The normal price thus 
determined is $1.03 per bushel.

Table I, oolumn 2, shows that the price during the entire 
period has varied between $0.3U per bushel and $2.16 per bushel. 
This v riation of nearly six-to-one has been the heart of much

of the discussion of the wheat problem. In the wneat economy



of the United states it hat. had tragic asprcts, The wheat 
industry is essentially a debtor industry. If a farmer finds 
himself in debt on a ^2*16 basis and then must pay the debt 
on a basis we find the key to the bitter controversy
that has swept the Uiddle V/eet since the post-war years* Re
duced to produotion figures it means that in 1919 a farmer oould 
pay a one thoue md dollar debt with the product of 46 acres of 
wheat at ten bushels per acre. In 1932 it would have taken 
the product of 263 acres to pay the same debt. This is the 
extreme of the problem, but there is a wide range for disaster 
in the price ohanges between these two extremes.

It is not surprising that the farmers embraoed the un- 
aocustoiaed policies of the Agricultural Adjustment Administra
tion when this organization appeared on the scene at the 
bottom of the depression. Farmers generally were completely 
disooncerted. They were ready to ’’try anything" that gave any 
promise of relief from the tragedy of defl tion* The subsequent 
revival of the price level has placed the burden of proof on 
those who would challenge the wisdom of the Agricultural 
Adjustment Administration policies.

Total Farm Value
In establishing the norm for the total farm value of the 

wheat orop, the average of the seventeen values lying between 
500 million dollars and 1100 million dollars is taken. The 
average of these values gives the norm of 80b million dol
lars for the annual wheat orop. The deviation of this fig-



ure from the 815 million dollars which is the product of the 
normal crop and the normal price is accounted for by the 
weighting effect of certain years when the production was 
large and the price relatively small.

In farm value, a3 in price, there is a wide range of 
value. The farm value of the crop has varied from a low of 
283,8 million dollars in 1932 to a high of 2059.4 million 
dollars in 1919, a ratio of more than seven-to-one. ' The 
social implications of this variation are too great to be 
discussed extensively at this time. Borne aspects of the 
problem have already boen indicated.

Attention Is called to the fact that these figures are 
"Farm Value” amounts and not "Farm Income.” Farm Value is 
the value o? the total cron. Farm Income is the amount re
ceived from the sale of the part of the crop placed on the 
market.

Since this item is a resultant of pro.uotion ; nd price 
factors we shall go somewhat further into the matter at this 
point. In the so-called normal years from 1911 to 1913 the an
nual farm value fell between 500 million and 600 million 
dollars. The war years brought a sharp riae, culminating in 
the all time high of over two billion dollars in 1919. The 
War was followed by a sharp drop, •ith the pre-depression 
values ranging around 900 million dollars. -Vith the com
ing of the depression, values dropped away rapidly to the

(a). Table I, Column 3. p



1932 figure which is approximately one-third of normal* With 
the coming of the Hew Deni there was a slow restoration of 
values until by 1935 the value reached the pre-war level, al
though falling fax short of the normal figure for the entire 
period*

Table I does not ive a complete picture of t :e restoration 
of the eoonomio position of the wheat industry beoause it omits 
the inoome from the adjustment payments under the Agricultural 
Adjustment Administration program* These payments were 98*6 
million dollars in 1933; 101*6 million dollars in 1934; and 115*6 
million dollars in 1935.1 Adding these figures to the crop 
values of Table I the 1933 crop value becomee 490*4 million 
dollars; the 1954 value becomes 522*4 million dollars; and the 
1935 value becomes 638 million dollars. This leaves 1935 short 
of the pre-depression level, but represents a gain of more than 
100 p6r cent over the depression revel.

Met Exports
For the purpose of comparison with other v triable s, norms 

based on not exports, rather txan indeponuent norma for exports 
anu imports, are used* In establishing this norm the fifteen 
oentral totals, ranging from 92.7 million bushels to 239*6 
million bushels, are averaged giving a norm of 158*4 million 
bushels*

The importance of this factor to the wheat grower has 
already boon pointed out in Chapter VI* At the normal price

1, Department of Agriculture, Yearbook of Agriculture, 1956, 
p. 1155.



of wheat, exports bring an important addition to the total 
income of tho United States wheat growers. i'his addition has 
not "been entirely replaced by the 100 million annual pay
ments of the Agricultural Adjustment Administration. Until the 
almost complete disappearance of the foreign maxKet in 1932, fol- 
lowing its sharp decline bef inning in 192B, the forei a market, 
as shown in Fijrure 2, consistently absorbed our surplus pro- 
duotion. oddly enough, O'able III shows that 1920, the year of 
our largest export tr de, was also the year of our largest 
import volume. In comparing columns 1 and 4 of Table I there 
is shown a definite tondenoy to export all wheat in excess of 
approximately 600 million bushels. This fact checks closely 
with the estimated domestic need of 625 million bushels shown 
in this ohapter. '.•'or the years 1934 and 1935 there was a 
small excess of imports over exports and a balancing of the 
production plus carry-over and the consumption factors. As 
will be shown in Part II this shift of balance has resulted in 
domestic price differentials of considerable advantage to the 
American grower.

The combined Influence of the Agricultural Adjustment 
Administration and the recurring drouths c" the 30*s has placed 
our production and consumption on a domestic basis. bother 
this is desirable as a permanent policy will be discussed more 
fully in the final chapter.

Our ability to maintain our export volume at nearly 
wartime levels up to 1927 may be interpreted as the result of 
two factors: one, the generous credit policies of the Amer-



loan lenders; and seoond, tne disappearance of nussia from 
the world markets during the confusion of the early years of 

the Soviet government.1 The return of Russia to this market 
in the year 1927 was one of the reasons for the lose of the

g
market to the United States. Russia exported 50 million 
bushels in 19S7 and increased nor exports to 111 million in 
1931. The ooup de grace was administered to our dwindling

r

foreign trade when the Smoot-Hawley tariff bill of 1930 effeo 
tively closed the foreign markets to the American farmer.
The elementary ' ,ot that we forgot was that trade is tr .de, 
not just selling.

Correlations will be discussed in the next chapter.
Carry-Over

Carry-ovor is the term used for the amount of wheat on
hand at the beginning of each orop year. Stocks on hand as

*zof July 1 in each year are taken as the aarry-07er. This 
carry-over consists of wheat on hand on farms; wheat on hand 
in country mills and elevators; commercial stocks; wheat in 
merchant mills and elevators stored for others; and wheat in 
transit and bought to arrive. To establish the normal carry
over the average of the carry-over in the thirteen years in 
which the total carry-over ranged between 91 million bush
els and 163 million bushels is calculated. The norm thus 
calculated is 130 million bushels. 1 2 3

1. Yearbook of Agriculture. 1926. p* 368,
2. Yearbook of Agriculture, 1935, p. 686.
3. Yearbook of Agriculture. 1935. p. 363.



S h is  norm al c a r r y - o v e r  e q u a ls  o n e - f i f t h  o f  our norm al

domeatic needs. Table I, column 9, shows several striking 
variations from the normal. Carry-ov rs since the War have been 
generally higher than before or during th© War, The 1917 fig
ure reveals an emptying of our bins in the rush to meet the 
wartime demands of the uropean countries. After the War the 
industry coasted along rather evenly until dwindling exports 
from 1928 onward brought a rapidly mounting carry-over. The 
regularity of the carry-over figure, with the exceptions noted, 
indicates that the normal oarry-over has been adequate to meet 
our needs. .e have not, except in 1917, come to the new crop 
with our eupbour.s bare, but at ie.st they were empty enough 
to make room for the new supply.

As will be pointed out more fully in a later chapter, 
there is a significant correlation between the abnormal oarry- 
over of the years from 1928 through 1933 and tne disastrous 
collapse of rices daring the same years. It is al o signifi
cant that as tne excessive oarry-over of these years— the 
much discussed surplus— disappeared tnere was a gradual re
storation of the price level. file low production of these 
years permitted the surplus to oe absoroeu oy the domestic con
sumer. To date there has been no important revival of foreign 
trade— the outlet for our e. cess production in tne pre-depression 

years.
As long as our production was consistently above our needs

a relatively small carry-over v/as entir ly adequate. The 150
million bushel carry-over of 1934 and 1935 is somewhat in 
excess of normal. ith the wheat industry adjusted to a
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domestic basis it probably will be wise to maintain a somewhat 
larger reserve in the good years to take care of the contingency 
of a generally abnormally low production. We had poor years 
before the depression in which production fell off sharply.
With the wheat industry on an export basis these poor crops 

simply meant that there was less wheat to export.
In the next chapter there will be a discussion of the 

relationships of the variable factors outlined in this chapter.



CHAPTER VII
COMPARISON OF Til VARIABLE FACTORS OF THE SUPPLY 

AND DISPOSAL OF bHKAT FROM 1911 TO 1935
Price, Prod-action, and Farm Value

The variable factors of the wheat supply and disposal
problem in the United States from 1911 to 1935 are presented
in Table TV as annual percentages of the normal,

TA3L.7 IV. P RC HT OF NORMAL Or*’ THE ANNUAL FIGURES 
FOR THE VARIABLES IS \.u AT SUPPLY AND 

DISPOSAL FROM 1911 TO 1935
Year Price Produc

tion
Farm 
V alue

Bet
export

Carry
Over

1911 84 78 66 50 60
1912 78 93 73 91 70
1913 77 95 74 92 58
1914 94 114 109 212 42
1915 93 128 120 151 125
1916 139 80 113 114 37
1917 198 79 157 65 15
1918 198 115 229 175 53
1919 209 121 255 137 111
1920 177 107 190 197 98
1921 100 104 104 168 83
1922 93 107 101 129 106
1923 SO 96 87 83 111
1924 121 106 129 161 88
1925 139 85 119 59 81
1926 118 106 126 130 94
1927 115 111 129 120 95
1928 97 116 113 90 189
1929 100 104 105 ay 224
1930 65 113 74 71 251
1931 38 118 45 78 296
1932 37 95 3o HO 503
1933 72 67 48 16 217
1934 82 63 52 -2 117
1935 81 79 65 -19 116

©urate:-- Calcul ted from the data o*’ ;ble I and the 
norms of Chapter VI by the formula described 
in Chapter II.



The percentage variation of production, price, and farm 
value is shown in ’igure 3. In order to better interpret the 
effect of abnormal periods such as the War and the Depres ion 
these periods are indicated on the graph with vertical lines.
The normal figures for the throe above factors are 788,9 million 
bushels, .1,03, and 808 million dollars respectively.

The first fact that attracts our attention is the sharp 
rise of prices and value during the war years, the impetus of 
this movement carrying forward through 1919 and 1920. Contrary 
to popular opinion there was but a moderate rise in production 

during the war period. The reason for this failure of produc
tion to increase greatly despite the high prices is discussed 

in Chapter III. The sharp reoeesio to "normalcy" was accomplish

ed by 1922 wh^n the linen ‘or all the factors are clone to the 

normal, or 100 per cent lino. In the boom years of 'Coolidge 
Prosperity” there was a siibf-itantial revival the pri ;e and 
value figures well • bove normal, A slow recession set in in 
1927 and assumed toboggan proportions after 1929, following 
i . trough of the depression in 1932, there was a cousin lent 
rise to 1935. If this rise oontinues through tho folio.ing 
season it should bring nearly normal figures during the current 
year (1937),

Turning attention to the prioe and production lines a 
notably different situation appears. There is a marked trend 
for the two lines to move in opposite directions: a tendency 
which appears vory definitely in 1912, 191.., 1915,



Per cent

Source;—  Data presented in Table IV.
(a) Normal for price, #1.03. Normal for production,

788.9 million bushels. Normal for farm value, 808 
million bushels.

fn



1916, 1916, 1922, 1925, 1926, 1927, 1928, 1929, 1930, 1931, 
1933, 1934, and 1935. This is in accord with the law of 
supply and demand and hears out the farmer*e complaint th t 
prioee are always low when he has a good crop,

2he cause arid effect relationship tends to work both 
ways. High prices tend to bring hoarier plantings the fol
lowing .year thus bringing at least potentially higher produc
tion, If this increased acrea e results in an increased 
production the increased supply is effective in driving down 
the price. According to the "let nature take its course" 
school of economics these opposite forces constitute "natur
al" controls and are all the oontrol neoessary to insure a 
reasonably stable market. In the face of the erratic move
ments of the price line during this 25 year period we can 
hardly say that the heat price situation has been stable.
A six-to-one range of prices is a conditio, not at all con
ducive to an orderly and prosperous a; ricultural industry* 

I-roduction on the oth^r h nd presents a relatively 
stable picture. In only one year, 1915, did the production 

exceed 120 per cent of normal; and in only two yers, 1933 
and 1934, did the production fall below 80 pur cent of normal. 
2he low point however was the result of production control 
policies coincident with severe nation-wide drouths.

Shis picture contrasts sharply with the popular one 
of alternating years of glutting abund noo and famine.



Production, reports, and Carry-Over 
Three factors in the supply-disposal problem of the 

wheat industry that are olosely related to each other quanti
tatively are production, export, and oarry-over; it being 
the funotion of the latter two to absorb the excess production 
in any year. In the case of the oarry-over this function ie 
one of setting aside rather than absorption.

She fact that stands out most definitely in Figure 4, a 
graph in which the3e three factors are brought together for 
comparison on a per cent basis, ie that the production and ex
port figures tend to move in tv same direction. Shis indicates

‘
that under the conditions preceding the depression, the world 
offered a ready market f*or all the wheat we did not need for 
ourselves. Carry-over on the other hand remained relatively 
constant up to the time of the depression. The stepping up 
of the carry-over after tne War, and the low point of the 
carry-over in 1917, mentioned oroviously, show clearly on this 
rraph also.

The roots of disaster were well established before 1929 so 
far as the wheat grower was conoorned. As shown In figure 4, 
in 1927 the export and carry-over lines cross for the last 
time and separate rapidly. ith large crops and a falling 
export market there was no place for the wheat to go except 
into storage. The rapidly mounting stock of reserve wheat 
resulted. The commercial buyer , facing no apparent market 

for hi3 present stock and new crops ooming into the

market, cannot be blamed for withdrawing his support from
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Source:—  Data presented in Table IV.
(a)IJormal for production, 788.9 million bushels. Normal 

for exports, 158.4 million bushels. Normal for 
carry-over, 130 million bushels.



the m rket. -ith t e sharp cutting o rouuotion from 1933 
onward, t.e domestic market gradually absorbed the exoess 
carry-over and Lie carry-over cecume relatively normal by the 
end of 1934.

In 1934 our net export figure crossed the zero line and 
wo find ourselves on an import ban is for the first time. This 
import figure may seem surprising with a 150 million bushel 
carry-over on hand. The explanation for this lies in certain 
needs of the market, The sharply increased price differential 
between Canada and the United States made the United States 
market attractive to the Canadian producer. In addition to 
this oattse, the loss of the hard wheat crop by drouth in 1934 
and by black rust in 1935 forced the American millers to look 
elsewhere for their supply of hard wheat ne ded to make the 
grade of flour the American market demands.

If the study of this graph teaches anything, it shows that 
in the absence of the foreign market we can ;ot go on pro
ducing wheat at the pre-depression production level and ex- 
set o\xr growers to survive. T7© must do one of two things: 

either restore the export market or cut down our production 
by an annual average of 160 million bushels. This me ns a 
20 per cent cut in production. The A ricultural Adjustment 
Administration nas attempted to do the latter. The first 

solution has the strongest support of conservative opinion 
but we can not go out «_nd willy nilly find buyers for our 

product at the price we want.



Price, xportn, and 3arry-Qver
A third comparison of the variable factors of the 

problem is presented in Figure 5, Figure 5 presents a com- 
pfirison graph of price, exports, and c*rry-over.

She price aid export lines present a direct variation. 
With the exception of certain abnormal years the tendency is 
for ;ood prices and a heavy export business to coincide, here 
again is an illustration of the law of supply and demand at 
work in a free market. At the same time it indicates a heavy 
dependence of t -c A erican wheat rower upon the foreign mark
et for his prosperity. The only important deviation from this 
correlation is after 1952, Thereafter the reduced production 
brought a relative domestic soarclty, permitting the domestic 
market to absorb tne Bupply without the help of the foreign 
market. There was a alight exception to the general trend 
in 1925 when a poor crop was accompanied by low export vol
ume at t e same time that the price surged upward sharply.

The eroort an . carry-over lines show an inverse var- 
i tion for the most part. This is a result consistent with 
the fact that these two factors axe essentially complementary 
in caring for the exces of production over current domestic 
needs. Other things being equal it is to be expected that 
when one of these factors increases the other decrease;-., and 

the graph shows that there is a marked tendency for this to 

happen in the aotuax operation of the markets despite the 

vagaries of prioe and production.
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Per Cent

Source;—  Data presented in Table IV.
(a) Norm for price, $1.03. Norm for Export, 158.4 

million bushels. Norm for carry-over, 130 
million bushels.



I'll© v ar year a tended toward high prices find heavy 
exports, but as already pointed out, the poor crops of 1916 
and 1S17 prevented a full realization of the possibilities of 
the war trade* In the anxiety for war profits we nearly swept 
the bin clean In 1917* Moving from the war years to the sec
ond period of irregularity, the depression, price and export 
figures show an opposite trend* *1)116 decline of the export 
market which got under wag In 1927 was piling u a rapidly 
mounting surplus* This growing surplus is vividly shown by 
the towering proportions of the carry-over line during the 
depression years* With the absorption of this surplus, prices 
moved toward normal in the ensuing ye re.

In the meantime the dwindling foreign nr rket had 
van!shed and our net exports dropped below zero in 1904 and 

1906, The volume of imports is hardly the flood pictured by 
the many would->o "farmers' friends" who write bo heart break- 
ingly from the well upholstered comfort of air conditioned 
offices, but, as will be shown in £axt I', the shift to an 
irroort basis has brought a price differential of considerable 
advantage to the wheat grower*



PART II
~T' 1 ' ~

ERIC-1 S : SEAS OH AL AND 111 * h. iJ AT IONAL TRENDS 

CHAPTER VIII
SEASONAL PRICE ItOVEMFHTS

Having produced his orop the farmer finds himself faced 
with the problem of his marketing policy. The cheapest market- 
in.:* method is to take the grain directly from the field to the 
nearest buying point ?\nd sell it at once. The farmer also has 

the privilego of taking his grain to a public ware house and 
storing it until such time as he decides to sell. In the latter 
case he must pay storage on the stored grain, an amount that 

is commonly deducted from the proceeds of the grain hen sold# 
This is a convenient plan but tends to he rather expensive*
A third method is to store the grain in granaries on the farm 
until the producer is ready to place it on the market. All of 
these policies have been practiced and their wisdom widely 
discussed, with the usual lack of factual oasis.

Some hold that in the long ru it pays to market the 
grain at harvest time a m  save storage, labor, and interest 
costs. Others with equal sincerity hold that the way to 
"make money" is to hold the grain for the higher prices in 
winter and sprint. !?or the debtor farmer the problem is 
simplified. He must sell in the fall to get money to meet 

obligations commonly maturing at this time of the year. This 
circumstanoa has glv rise to the o’ten stated conclusion 
that there is a conspiracy between the creditors and the



marketing agencies to get the grain \ ay from the farmor at a 
low prloo and keep the f’ rmor in debt as long as possible. It 
is a little difficult to follow this line of reasoning. It 
would be an exceedingly short-sighted creditor who would not 
want the old obligations paid up as quiokly as poseible so that 
he oould sell the farmer some more products.

She current practice is to market the bulk of trie crop 
during the months of July, August, September, and October.
Sable V shows that from 1914 to 1953, an average of 62 per cent
of the crop was markete- during these four months.

IAHLK V. AhJilSSIhu- BY PABM HS IS JULY, AUGUST, 
AST) OCTOBER "ROM 1914 TO 1953

Year per Cent 
Marketed

Year Per Cent 
Marketed

1914 49 1924 66
1915 47 1925 63
1916 02 1926 62
1917 57 1927 66
1913 70 1928 67
1919 07 1929 70
1920 55 1930 66
1921 64 1931 63
1922 58 1932 60
1925 61 1935

Average
63
■eTTa)

Source
Yearbook o£‘ g-rtcul turn, 1920. p. 558 
Yearbook'of AgrToulture, l9§g. p. 597 
^earbooit of Agriculture. 1905. p. 359 
far Calculated arithmetic average of yearbook

statistics.
An ironical commentary of the ability of "everybody” 

to judge the market is shown by the fact that in 1920, with 
wheat at $2,43 in duly, there was tue lowest seasonal market
ing of t e entire period. By December of the same year the
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price warn down to $1#46, and by the following May the price
had fallen to • .1*19, leas than one-half the price at the begin
ning or t ie normal marketing season. Apparently this costly 
experience had not been forgotten in 19:52, for in that year 
with the price at 38 cents tue seasonal marketings were normal* 

Having shov-n the customary marketing practice of the 
wheat industry, tho problem arises as to whether or not some 
other policy would be more profitable in the long run. To 
discover the facts regarding the seasonal price chan es the 
weighted average price for each month of tho period from 1911 
to 1930 is arranged in Sable 'VI, She prioes are then aver
aged for each monthj (1) for the entire period; (2) for the 
first ten years of the period; (3) for the last ton years of 

the eriod; and (4) for the nine years from 1921 to 1929 in

clusive, These averages are arranged in Table VII,
The purpose of taking these various averages is to determine 

the month by month average price for tuo entire period and for 
the selected periods in ordei to find what, if any, changes are 
oocuring in the seasonal marketing trends. The fourth set of 
av ra os shows price trends in tue period between tae ’war prices” 
and the "depression prioes.”

In analyzing the 25 ye r storage we find the maximum 
average range of price is ten cent; per bushel; ranging between 
1,11 in September nd November ana $1.21 in Hay. ith the 

approach of the marketing season the price falls off sharply

(a) Table 4ix shows May as the highest average price.



TABU' VI. WHISHT;-;-D AV'RA, : 310 PER JUSHRL REC?’TV^D
BY >AjF II r:.. UHIL > MBABBS FROM 1911 TO 1925

Year Jan Fab I!ch Apr hay Jun Jly AUg 3ep Oct I?0V Dec
1911 89 87 85 84 65 05 84 84 87 90 89 88
191? 89 91 92 96 101 101 94 80 85 84 00 76
1913 78 80 80 80 82 82 79 77 78 77 78 80
1914 81 82 94 94 84 80 77 85 93 95 98 103
1915 119 132 133 136 136 117 105 101 93 92 93 97
1916 108 108 101 101 101 97 100 119 134 147 159 155
1917 158 165 172 213 847 234 224 219 205 200 200 201
1918 202 202 202 203 203 203 204 205 206 206 205 205
1919 206 20Q 211 223 230 285 220 211 208 211 214 223
1920 234 831 230 243 251 256 243 225 217 201 166 146
1921 149 148 140 122 119 120 109 103 103 100 93 93
1922 95 107 117 119 119 110 100 93 89 94 99 103
1925 105 104 106 108 108 101 yo 86 91 94 94 97
1924 98 98 99 96 97 99 106 117 114 130 134 141
1925 162 170 164 141 149 153 140 150 144 136 149 154
1926 138 155 146 142 142 189 126 126 118 121 124 123
1927 122 123 121 111 123 130 127 123 119 114 111 114
1928 113 116 122 129 144 132 118 95 94 99 97 98
1929 99 104 105 100 90 87 102 111 112 112 103 108
1930 108 101 92 93 88 88 71 74 70 66 60 61
1931 59 59 58 59 60 62 36 35 36 36 51 44
1932 44 44 44 43 42 37 36 39 37 35 33 32
1933 33 32 35 45 59 59 87 75 71 64 71 67
1934 69 72 71 69 70 79 79 90 92 89 88 91
1935 89 88 86 90 88 77 76 82 86 96 G9 90
Source:--.Yearbook of A,-riculture, 1926. p. 810 

Year book €>! 'Agriculture, 1935, p* 064 
Department or" yrieultur , tatlstl&al Abstract, 1936

to 1.13 In July, tlxe first month o? the marketing season, and 
varies in a narrow range until January. The Table show, thet the 
price remains reasonably constant iurlng the marketing season, 
with a general rise during the six months preceding the next 
marketing season. Tire average price during the marketing season 
is $1.18. Allowing '* r the necessary expense of handlini , in
vestment, storage, and insirfuroe this season differential of



TAK. VII. MONTHLY PKIOES FOE S In':CT'CD PERIODS 
FBOii 1911 20 1925 IN Ci-'ITJ PEB iib. h X

Period Jan Feb i eh A; r May Jun Jiy AUv tep Oot Nov Deo
1911-25 115 116 116 117 121 118 113 lie 111 112 111 112
1911-20 126 139 139 146 152 146 14; 141 141 140 128 137
1926-25 90 89 88 89 91 88 87 85 64 82 82 83
1921-29 122 125 124 119 121 119 112 111 109 111 112 115
ourcej--Monthly a?crar es cal culated from theata of Table VI, 
ten cents Is hardly excessive, A change in the mi rketing 
practices would undoubtedly reselt in a narrowing of the dif
ferential, thus absorbing any advantage that might otherwise be 

rained by such e. change. Individual farmers, with adequate 
storage facilities, could add substantially to their annual 
income by marketing in the high month, May, But, even in their 
case the gain would be offset partly by the cost and inconvenience 
of handling. At the current public warehouse storage rates 
there would be no advantage in such a change in marketing 
practice* Those conclusions ar(’ based on avera e conditions.
Any other marketing plan would be a pure gamble and in the long 
run the gains of the good guesses ould be wiped out by the bad 
guesses, The plan basod on these figures would not always 
work out, A farmer following this plan in 1920 would have in
curred an average lorn; of :„1»44 po* bushel, the difference 
between the July price of 1920 and the May prioe of 1921, Euoh 
a loss would have wiped out the gains of a lifetime of careful 
marketing practice. The general tendency to 'hold” in 1920 as 

shown by t e low marketings of the marketing season of that



year brought heavy losses to many grow: ro.
The rfinge in time and amount of change during the first 

ten year3 of tne period from 1911 to 1955 was similar to the 
changes for the whole period, except that in the former neriod 
the low point of the period came in January, Thin suift of the 
low point is probably accounted for by the incidence of wartime 
price changes in months having no normal relationship to the 
normal price trends.

In the last ten years, from 1926 to 1955, ti.e li&y price is 
still the high point of the year with the low point falling in 
t e last throe months, curing this period the prioe differential 
between Way and the marketing season is only six cents. It 
would appear from t:.ese comparisons that the ul o. . ti .1 tends
to have a proportional relationship to the total prices, rather
than being an absolute amount. With the narrow m rgin of the 
last tan years there has been little justification for the 
average fanner making any drastic change in his marketing method 
of selling at the time of harvest*

The period between 1920 and 1929, representing the period 
between the end of the "war prices” and the onset of "depression" 
priors ;as a period of generally fairly high prices ana 
relatively high production. During this period the prioe ranged
bet e a .'1,09 in heptembe.. end .'1,25 in February. This gives 
a range of 16 cent , The abnormally large range seems to be an 
expression of the generally speculative spirit of the times. 
During this oeriod a farmer could have made substantial gains 
by holding his wheat from August to February. JWo doubt the 
reason for no general trend to this marketing praotioe was the 
memory of the fiasco of 1920.
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CHAPTER IT
COMPARISON OF 1V"RAGT' 'RICES AT CHICAGO, WXHHIPFG 

-.IVShPQOX. FROil 1911 TO 1930
iio stuuy of tne domestic market situation could be complete 

without a comparison with some of the print, pal foreign markets. 
Such a oomparison is necessary to determine the relationship of 
the domestic price to prices in other markets. Prom s :oh a 
comparison it is possible to determine the effect of such 
;olicioo a; tariff and production control on the price situation. 
In planning a long time program, the only practical basis for 
future action is what has happened in the past.

In making this comparison, Ckica o is taken as t repre
sentative American marketing center; and Liverpool ant Winnipeg 
are taker, as representative foreign centers. Inoe Liverpool 
is generally recognised as the lead! lg world .larket center, the 
Liverpool price is the bast indication of t re world price trends. 
Winnipeg, the ohief marketing center of Canada, is chosen as 
the other marketing center because the Canadian producer is the 
chief competitor of the American producer, .innipeg is chosen 
for the further reason that the bogy of cheap Canadian wheat 
has been the favorite rgument in selling our traditional pro
tectionist policies to tie riddle .'ortern farmer. •••he effective
ness of till ar. .runent in br ‘ it;' : In votes is gen erally recogniz
ed, The effectiveness of tl e tariff policy in assuring the 

America?, f; a. ,r a , ood price for if s .»• oduot is in the realm of 
"much heat and little lig.it."



i'AJL-' yiii, I...- av. iL.u j ' Piiio.:- o; .... ;ae Af
CHICAGO, WINNIP EG AMD ^IV RPOG1 1911-35 

Year Chicago____Winnipeg Liverpool
1911 94 99 112
1912 94 92 114
1913 89 89 106
1914 111 129 157
1915 114 113 3 75
1916 157 188 224
1917 228 224 235
1918 234 224 240
1919 227 238 215
1920 216 189 223
1921 128 120 151
j. _ • 113 112 144
1923 106 100 127
1924 139 166 161
1925 161 151 17 6
1926 140 146 168
1927 138 143 152
1*28 117 113 128
1929 130 123 129
19..0 84 72 60
1931 58 57 59
1932 53 52 54
1932 94 78 66
1934 102 76 81
1935 101 7 o 30
Avrgel(a; 129 128 .. U 2
Depjtr*bwent o f Agr icultux < ■ * St tieticel
Abstract, 1936*
(a) Averages calculated from data for 

entire period.
fable VIII Is a sumuary of tlie average oas... prifles at 

Ohioa o, .iuaipeg, London for the perion from 1911 to 1985, 
fills table gives a quiclr eicturr of t relative price sit
uation at these centers* Despite t e st tin t it co; ts sev
er ai timer; one cent to ship a ou. hel o“ wheat from Winnipeg 
to Chicago the • vorage difference in the price at the two

points is one cent. Clearly the Canadian producer is not de-



Source:—  Data presented in Table VIII.
(a) Price is expressed in cents per bushel.



52

pendent oti tho United tat at market *or an outlet ?or his 
wheat#

The dominance of the Liverpool market ia ahoa by the 
margin betwam the average Liverpool price and the average 
Chicago and Winnipeg prices# Clearly the price in both these 
markets is in reference to tho Liverpool price rather than 
to the other# If either the Chicago or the Winnipe market 
wore dependent on the other, there would he a dif~er ntial 
between tho two points equal to the oost of shipping from one 
point to the other# Thus "Cheap Canadian Wheat" goes the way 
of George Washington’s hatohet and the wings of Icarus.

Averages are sometimes misleading. For this re son 
t e data of Table VIII arc plotted on a graph in Figure 6. There 
is a striking congruency of the t iroe lines. Cle rly, until 
1933, tho price of wheat in tho United States was dominated 
almost solely by world conditions and the manipulations of 
tariff had no more effect in rais'ng prices than the proverbial 
raindrop in the ocean. Undoubtedly the high tariff produced 
many votes for the Republican party, but it is ifficult to 
see where it brou lit any dollars into the pocket oC the grate
ful farmers.

Upon closer examination it is seen that the Winnipeg price 
was higher than the Chicago price in 1911, 1914. 1916, 1919,
1921, 1984, 1926, 1927, and 1931. It was equal or substantial
ly so in 1912, 1913, 1915, 1982, > rd. 1932. This contradiction 
between fact and propaganda has been known to ooonomists 
all the time. The United States, as an exporting nation,

____~  I"



has had an export market and this neona that Am-arloan wheat 
prices have been fixed by world market- con itioaa entirely 
out of the reach of the .Manipulations of the tariff riggers, 
no matter how sincere the intentions of t :e tinkorers might 
be or how completely the farmer might trust t:sir ability to 
protect him from the menace of cheap foreign wheat.

e have all ’-earo: t' ;toi ? of how tlv ’"ader '. ~serv© 
Board met in Minneapolis sometime in 1920 and decide it was 
time to deflate the farmer, bringing about the preoi itous drop 
in prices th-- 1 ooe^' ed in the -"all of that year* he behavior 
of the lines of the graph, showing the coincident crash of 
prices in the three centers in 1920 and 1921, would indioate 
either that the story Is a pretty fable, or that the Twelfth 
District federal Keeerve Board must have wielded enormous in
fluence in innipeg and London*

Twice during the 25 years oovore by figure G the United 
states price move-.! upward relative to t o oriel trend; once, in 
1929 and 1930, when the orice pegging operaticts of the Farm 
Board offered a temporary support to the market; and again, in 
1933 to 1935, when the combine . influence of the production 
policies of the Agricultural Ad. latuient Administration and the 
drouth olaced our wheat industry on a domestic basic, permit
ting the tarif f to talks effect i- bolstering the price level. 
These are the only times in the entire period % en tne United 
States price is significantly higher than the price in other 

world market centers,
Figure 6 presents a clear picture of the economic cycles



between 1911 and 1935, Here are ole. rly si o n the normal 
nature of the years Immediately pricedIr - the w  r ; the war 
time inflation \.itch oar led into 1920; the post-war depression
of 1921-1933; the 1300/1! ye-ra of "Qoolidge Prosperity"; the.
Depression; and the return to more normal rice conditions 
following 1933* In tho downward movement of the urlce lines from 
1923 onward we see the baair- o'* the rising- bitterncr- of the 
farmers toward the or ice situation* This early d ov/nw rd trend 
in a basic industry while other industries were enjoying a 
general boom was a significant warning of the fools* paradise 
in which we were living and of the rude awakenin" that was 
about to take place.

In conclusion let us see what the PA cent differential of 
the 193: , 1934, and 1925 prices mo na in terms of our domestic 
wheat policy, Assuming a normal crop of 789 million bushels 
at the Winnipeg price of 75 cent , the total crop value would 
be 592 million dollars. Again, assuming a "domestic need” 
crop of 525 million bushels at the Chicago pri e of 99 cents, 
the total value of the crop would be 619 million dollars, a 
difference of 87 million dollars in favor of the smaller crop# 
This leaves out account the further net gain arising out of the 
lower cost in terms of seed, labor, and investment of the smaller 
oro • It may be noted that tl. actual crop in 1955 was 623.4 
million bushels, very close to the domestic need. Some may 
call this the economics of scarcity, but \ hatover it is called, 
the fact remains that farmer is trying to make money farming 
and is hardly to be blamed if he adopts the program 

that brings him tho largest net return.



BART III
m&.A2 PRODUCTION IN NORTH D At. OS A

CHARTER X
ASPEGT8 Oi? SHE NORTH DAKOTA PROBLEM 

forth Dakota is by tradition and fact a wheat producing 
state* With 18 per oent of its total land area planted to 
who.- t,x and with an. average crop of 94 million bushels,^
North Dakota shares ith Kansas the distinction of being the 
loading wheat pro fuel ' at :t s. Particular si :ni ?ioanoe attaches 
to the ’orth Dakota production beoause it accounts "or nearly 
one-half of the entire spring wheat production of the United 
State:?., J This is a specialized product which of . on commands a 
premium in the market because of the demand by the American 
housewife for a flouaThThose special broad making properties 
depend on the nigh rots in content of opr in:;, wheat* Inis gives 
the North Dakota crop an importance cut of proportion to its 
ratio to tne total production of the United tries.

To .establish a basis for tne eta y of the r orth Dakota 
situation, 1 .bl > I presents a tabulation of tlo aor-w harvest
ed, the yield osr cars, tho total yield, tuo av ra. ■ price 
in rth Dakota e.s of December 1 of each ye- .r, 1 t w total
crop value for each year from 1911 to 1915. -t twe bottom
of t e table ar pros'uted the computed averages "oi rtaoh of
... , 1 .. . ■... . 1 '*■“
1, Yearbook of Agrio 1 tur•' , 1922, p. 594
g* Yearbook' of Agriculture, 1935, ?. 355
(a). Table IX. p. 66.



TABir- 17, Ac:r° k rrv"rr?, 
Yl l , .1 - :e .h

CROP IN HOETK '' N OT
VT L' P ACi , TOT.a 
...>D VAIAiK OF MHb'AT 
'•'•OK 1911 TO 1955

Year Acres
hrvstd

Yield Per 
Acre

Total . 
Yield

Price 
(Dec,

Total 
1)Value

1911 9.8 B. 5 79.2 89 71.5
1918 9.3 16.0 147.0 69 101.4
1912 9.3 10.5 97.4 78 71.1
1914 9.0 11.0 99.0 101 100.0
1910 9,9 17.0 159.3 87 138.6
1910 9.4 6.0 50.6 152 76,9
1917 3,2 7.5 61,8 200 128. 6
1910 9.0 11.8 108.3 203 209,7
1919 9.1 6.7 61,0 841 147.0
1980 9.3 8. 8 86.2 130 112.1
1931 10.7 0.2 67.7 85 74.5
1983 9.4 13.8 130. 3 90 117.3
1923 j. 4 8.2 68. 9 86 59.5
1924 5.7 15.3 132.7 126 167.2
1925 9.2 12.5 lii. 5 131 lc b. 7
1926 3.1 8.6 77.7 117 90. 9
1927 10.3 12.9 123.5 103 137.5
1920 10.8 14.4 165.5 81 -26.0
1929 10,4 9. 6 39.9 98 97.9
1930 9.9 10.6 107.3 51 54.7
1931 6.3 6.5 41.0 46 18.9
1932 10. e 10.4 110. 4 32 35.3
1938 10.1 7.1 71.3 70 49,9
1934 8.4 L.l 20.9 98 20.5
1935 7.8 7.0 54.7 92 50.4
Avrg(a) 9.1 10.2 94.0 106 96.0
Source :--Official stimates of the Division o:: drop

and livestock ’stimates, DepartProfi't'of
. xieultur , 198■b (Fargo, • - *  f Office)

(a) Arithmetic averages of the c!at v»it 5 respect-
ive columns.

these items for the period are s t tea. Because of weighting
effects tue product totals do not coin. ivie exactly with their

factors. Tv..it is, 9.1 ti. as 10.! is not exactly 94 and the

product of 94 and 106 is not exactly 96. T. .is is not a ser-
ious deviation but should be noted for the i formation of the



r e a d e r

There is a rather wide variation in the aor<-s harvested 
from .year to y r. iVe o .nnot assume that this is the result of
the vagaries of planting by the farmers, hut rather that it

.
results from the varying amounts of crop abandonment on aooount 
of such factors as rust, drouth, and insects, Inci entally 
column 1 throws consider hi " 1?. -lit on the marginal nature of 
Horth Dakota a 'rioultu.ro, A significant fact of column 1 is 
that the period of heaviest acreage coincides with the besin
ning of the rise in carry-over to abnormal heights*

Our comments on the national situation regarding rice 
apply here* It Is a leture o? widely varying price levels 
that adds a further err ‘tic note to the already unstable nature 
of forth Dakota*s lead Lug industry* One factor in the table 
that should be noted is that these prices are quoted prices 
and do not reveal the heavy loss in the black rust years 
resulting from the lot grade of most of the wheat grown*

In order to interpret more readily the facts of Table IX, 
three craohs are show/. The first rap , figure 7, is a step 
graph showing the average yield per acre for each year* Two 
facts stand out on this chart* first is the erratic character 
of the yield per acre ^rom year to year. It is a picture of 
highly speculative industry in w leh the vagaries of weather 
product a highly unstable economic cone ition* The full sig
nificance of the low yields is net shown in that there is 
usually a he. vy abandonment of acreage in t o  years of low yield*

i z



Year
Figure 7. Average Yield per Aore by Years in Uorth 

Dakota from 1911 to 1935
Source Data  p re se n te d  in  T ab le  IX,



The second fact that stands out is t e progressive decline 
in t *e yield oer acre throughout the ;eriod. It is a situation 
in whioh the peaks and the valleys ;row lower from year to year 
with a pronounced downv. „rd trond. It carries unpleasant im
plications for North Dakota agriculture. If t is trend should 
continue for another 25 years we should find the state with a 
wheat or op approaching t.uo v;,ui nhing point, hero 1 food for 
serious thought.

That ’"bumper crop” the hope which :eeps tiie farmer 
planting year after year in the faoe of drouth and other dis
aster, appears as a rat .or infrequent oocurono- . There are 
only five of these pea., orops in the entire 25 y^ r period.
2hi3 is an av .age of only one in five years. The grouping 
of t iese five orops in two groups reduoos the nor mal sxpect- 
noy :'or sno'h a crop to a less than one-in-five probability.

A picture substantially similar to this and which also 
takes into account the factor of the varying acreage is 
presented by figure 8. "i'Uire 8 presents the total yield 
br years in a steo .rap Two production po to, one in 1915 
and the second one in 1928 are shown, figure 6 does not give 
fuel- a clear picture of decDine as Figure 7 because the one 
million acre increase in total crops in the late 20’s tends 
to offset the declining yield co far as total bushels are con
cerned. It door; r ox aowev? r th,e low productivity of the years 

of poor crons. The poor crop yenra were climaxed in 1954 
when North Dakota produced only 20 million bushels of wheat, 

a orop only one-fifth of average. In the face of this erratic



M i l l i o n s  o f  B u sh e ls .

Figure 8. Total Yield in Millions of Bushels of the 
North Dakota Wheat Crop from 1911 to 1935

S o u r c e ;—  D ata  p re sen ted  in  T a b le  IZ .



and declining yield it beoo- os easier to understand the wide 
spread discontent and discouramaent on the farmers in North 
Dakota* Though it is clearly a productivity decline it is 
easy to understand the restless desire to fasten the blame on 
someone.

A vivid and convincing picture of the disaster that has 
befallen North Dakota is Ivon i figure 9. **i cure 9 shows 
the total crop value from year to year# The coincidence of 
the nine per cent above normal crc; of 1918 with the peak 
of the war rices broug.* t the value of that crc to an all time 
peak of over 200 million dcllars. The luctu• v rices of 
the middle 20’s tend to iron out some of the production 
difference? giving a picture of prosperity for a few years*

The falling fortunes of the state are shown by the 
uninterrupted deollnc in crop value from 1924 to 19 1 with 
no important revival thereafter* The tragedy of 1952 was 
that, despite a crop running 16 million bushels above average, 
the total return was 55 million dollars, slightly more than 
one-third of normal* The continuing misfortune; of the recent 
years are shown in the six year poriod of low v _;.u be inning 
in 1930.

Of thes-’ three r-.ph , ?igur 8 probably 1 the ° t 
significant, presentin'-, as it Loe , the combined x suits 
of acre a :• and yield totals it gives a good total picture of 
Borth Dakota’s wheat productivity trends. Removing the 
expansion factor of the inore sod plantings of t i"t >r 20 t.



Source D ata  p re se n te d  in  T ab le  IX



it is a picture of decline.
The incentive to increase production because of 

higher prices in the 20’s, plus the increased use of power 
machinery which released feed land for cash crop production, 
are the principle factors contributing to the increased pro
duction. A group of good years brought a considerable amount 
of small scale bonanza farming, especially in the western part 
of the state where there was an abundance of cheap and un
improved land. The writer, in personal investigations and 
travel which has included most of the state, has observed a 
considerable expansion of rather large-scale wheat farming 
resembling the one crop farming of the early d: ys of the Tied 
River valley area. It is a speculative, machine agriculture 
which pays enormous profits in good years; but in the nine 
years sinoe 1928 it has praotioally bankrupted itself.

The problem of North Dakota agriculture is a two-fold 
one. First is the problem of production; second is the problem 
of a stable market. Both problems are largely out of the 
control of North Dakota by herself. The production problem 
is one of weather and the various other tricks that nature 
can conjure up to plague the life of the prairie farmer. An 
added menace to the future of North Dakota is the slowly falling 
fertility of the thin soil of the part of the state lying outside

the lake Agassiz area.
The problem of price is tied up with the national price 

problem. North Dakot , alone, is not in position to bring 

about favorable changes in the m rket situation. Though ^orth



Dakota's 94 million bushels of wheat does represent 12 per 
oent of the total normal crop, it is an amount that falls 
far short of controlling the market. In any program to 
secure a more equitable price level the Horth Dakota grower 
must necessarily cooperate with the growers in the rest of 
the United States,



PART IV
SUMMARY 

CHAPTER XI
A REVIEW OF THE FACTS

Chapter I stated thirteen questions pertinent to the
field of this study. These questions have been answered in
the intervening chapters. Following is a summary of the answers.
1. The normal production of wheat in the United States is 

788.9 million bushels.
2. The normal domestic consumption of wheat is 625 million 

bushels, divided as follows: for human food, 475 million 
bushels; for seed, 75 million bushels; and for livestock 
feed, 75 million bushels,

3. The consumption of wheat is not responsive to a signifi
cant degree to changes in either price or in the general 
economic well-being of the people.

4. The reduction of the annual per capita consumption of 
wheat for human food has offset the gain in population 
with the result that the total annual consumption today, 
with a population of 128 million, is approximately the 
same as in 1911 when the population was 93 million.

5. Until 1927 the export trade was a regular and depend
able outlet for the excess of production over domestic

needs
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6. The normal annual carry-over is ISO million bushels,
7. With the loss of the export market following 1927 there

\

was a rise of the theretofore stable oarry-ovor to 400 
million bushels. By 1935 the carry-over had returned to 
the nearly normal figure of 150 million bushels.

8. Until 1923 the Winnipeg and Chicago prices were nearly 
equal. Until 1933 the Liverpool price averaged 14 cents 
higher than the Chicago price. After 1933 the Chicago 
price has been higher than the Liverpool price,

9. Until production in the United States was placed on a 
domestic basis in 1933 the tariff policy has no offeot 
in raising the price of wheat in the United States.

10. Since 1933 the American price has shown a favorable 
average difference of 24 oents.

11. A change in the seasonal marketing policies of the grow
ers would be of little value. Such a change would reduce 
the already small season differential to the point where 
the added cost of the different marketing practice would 
erase the small gain in price,

12. The trend in Horth Dakota production has been toward 
an increased acreage, accompanied by a decline in the 
yield per acre.



CHAPTKB X I I  

WHAT OF THE FUTURE?

This study would be meaningless unless it oan be shown 
to throw light on the fundamental problems of the wheat in
dustry of the United States permitting the setting up of a 
basis for a sound national policy for the wheat industry.

The writer believes that such a basis has been 
established by the facts brought out in the study. The United 
States has a normal production of 789 million bushels of whioh 
20 per cent is normally exported. This exportable margin has 
placed the domestic wheat market on a world price basis as 
shown by the comparison of prices in the three important world 
centers. Assuming that the world price is an adequate return 
to the American producer, and assuming further the continuation 
of the world market as a disposal factor for the American 
produot, it would be entirely feasible to maintain production 
at the normal, or even a higher, level.

The facts contradict the first assumption. The average 
index of farm costs from 1921 to 1930 was 143.^ At the same 
time the index of grain prices was 106,^ a difference of 37 
in favor of the cost index. The conclusion from this differ
ence in index numbers is that the world price level does not 
afford the American farmer a return from his produot on par 

with the economio return of other economic groups.

1. Yearbook of Agriculture. 1936, p. 1151. (calculated by 
averaging the index nembera of the last column of iaole 7)

2, Yearbook of Agrloulture, 1936, p. 1152 (Table 8)



(burning to the second assumption, the continued 
avallability of the foreign market, we find that the for
eign market declined from 1928 onward and by the peak of the 
depression it had disappeared entirely. Combining these two 
contradictions of the assumptions, both of which contradictions 
point in the same direction, the conclusion is inescapable that 
we cannot depend on the foreign market to absorb a surplus pro
duction, She reasons for the disappearance of the foreign 
market are oomplex, and cannot be investigated at this point, 
but the disappearance of the foreign market is a fact having 
significant applications to the American wheat industry.

The wisdom of the continued exploitation of our soil 
resources in the production of materials for the export market 
is open to serious debate, but this is a field that is like
wise out of scope of this study*

The alternative to disposal in the foreign market is 
controlled production base! on the domestic needs* Certainly 
a nation with the ability to produce its own wheat and much 
more should not depend on the foreign market for its supply. 
Adjusting our production to domestic needs would o&ll for an 
average reduction of 20 per cent in production. How to bring 
about such a change Is a difficult problem. Voluntary indi
vidual control is impossible, Seductions by one group would 
be offset by increased plantings by others, seeing an oppor

tunity to capitalize the improved prices their neighbors 
production control policies would be expected to bring about. 

Because of this, any control measure adopted would have to



be national in aoope and cooperated in by most of the producers. 
The Agricultural Adjustment Administration attempted such a 
nation-wide control program. The effectiveness of reduced pro
duction in bringing higher prices has been shown in Part II, 7 e 
are not justifying the policies of the Agricultural Adjustment 
Administration in detail, but the facts show that reduced pro
duction on a natiori-v.ide scale does raise prices.

If the 30 per cent gain of the domestic price level over 

the world level can be maintained by control policies, a basis 
has been laid for substantial gains to the farmers. If the 
land thus removed from wheat production were conserved by the 
production of other crops and by other land conservation policies 
there would be a shift from speculative and exploitive agri
culture to an agriculture based on the long time necessity of 
conserving our soil resources and assuring an adequate food 
supply for future generations.

Horth Dakota, as shown in Chapter X, ties in closely with 
the national picture. The decline in our production shown by 
Figure 7 points strongly toward the wisdom of the course sug
gested.

In conclusion we point out that the real marketing 
problem of the farmer is the year to year variation of prioe, 
rather than the variation from month to month in any one year. 
With proper safeguards to assure a continued supply of wheat 
adequate to our domestio needs, the production control program 
oould eliminate the erratic price movements which have so nearly 

ruined the v,heat industry.
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