S b
— '

13 " The Grain Marketing Act and Its Relation to the Farmers Elevators Dirigible Gets “Made Up”
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_;' (Address by Dr. James E. Boyle)

[This was the subject of the address delivered at the 24th annual conveniion of the Farmers' Flevator Assoclation of Minnesota by Dr.
James E. Boyle, professor of rural economics of Cornell university, Ithaea, N, Y. .Dr, Boyle is recognized as one of the foremost agricultural

economists and marketing experts in the country.

ed with the production and markeling problems of the northwest.]

(Continued from Last Week)
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Stabilizing Wheat and Cotton.—
The Board's stabilization operations
in grain and cotton need no extended |
comment here One million, three
hundred thousand bales of cotton were
withheld from the 1929 crop andjcar-
ried over into this year with the
promise that they would be carried
on into next crop year. Since the
carrying charge on this cotton is at
least $8,000 a day, and since this cot-
ton hangs over the market and keeps
cotton prices depressed, it is easy to
see that this speculation by the Board
was and is not merely an expense bul
a tragedy for the cotton farmer. Cot-
ton prices have declined 10 cents a
pound under the Board's Cotton oper-
ations, and I find that 5 cents of this
decline is due directly to the Board's
own actions.

In a similar manner, I find that
wheat prices have declined 50 cents
e bushel under Board activities, and
at least 20 cents of this drop is
due directly to the Board's own ac-
tions.

Bankef.—I come now to the Farm
Board as a banker. It seems slrange
that our government should creale a
Board to carry on banking and specu-
lating at ci.e and the same time.
With private individuals this is
frowned upon, both by the law and by
public opinion. Indeed the banker
who spoculates with the public money
finds himself facing a prison térm,
But the Agricultural Marketing Act
deliberately constitutes the Farm
Board a banker end a speculator.’l
have just plctured some of the un-
5l ful speculations of the Board
in 1t and cotton. If it would close
out its holdings in these commodities
today, and pay its carrying charges
fts losses would run well over $100,-
000,000, Yet this Board must under the
Act. do a banking business, that is fur-

and sure to be equally disastrous to
the farmers in the end.

2. What Is the Farmers' Elevalor

Movement?

We come now to my second ques-
tion, What Is the Farmers' Elevator
Movement? This may sound like a
strange question to ask you—you who
are a very live and active part of

| this movement. But I merely want to

remind you of a few things you al-
ready know, and to emphasize some
tizings which F deem important in
your movement.

You are part of the biggest and
most successful co-operative selling
movement in the world. Canadian
Wheat Pool, Danish co-operative egg
socleties, ecreameries, and bacon fac-
tories — these all pale into insignifi-
cance in comparison with the volume
of your business. There are 5,-
000 leocal farmers' elevators in the
United States, with a volume of
business of $720,000.000 a year. You
represent today 29 per cent of all the
co-operative selling of farm products
in the United States. Even cotton with
its 13 big pools and its Farm Board
blessing, represenes only 4 per cent.

Your farnmiers' elevator movement dates

back to a day long before any of you
were born. You are the largest, old-
est, and most successful co-operative
selling movement among farmers in
the United States. Your movement

derives its strength and its success |
from the fact that it is built on the|
small local unit, and is therefore built |
from the hottom up, not from the top |

down. President Calvin Coolidge, six
years agzo, when addressing a gather-
ing in Washington of representatives
of large-scale, centralized co-opera-
tives, built from the top down, showed
them in very plain language the folly
of their ways. He pointed out the
better way, the way of the “modest
unit” as he called it. Let me repeat
to you now a paragraph from that
memorable speech which refers so

3. Rclationship RBelween Farmers'
Elevators and the Agricullural
Marketing Act
Thus far we have been considering
two questions: What is the Agricul-
tural Marketing Act? What Is the
Farmers' slevator movement? We
now come to the point of showing the
relationship between the farmers' ele-

vator and the marketing act.

The first important question !s that
of control. The strength of the farm-
ers’ elevator movement is, as I haye
sald, its purely local control. Under
the Farm Board set-up, there are five
distinct links of control, namely, the
farmers’ elevator at the boliom; the
regional organization; the National
Grain Corporation: the Farm Board;
and fifth and last, Congress at the
top. For Congress, controlling the
purse strings, controls the Farm
Board within certain definite limits.
The Farm Board, with its large funds,
then controls the agencies below it
Whom it finances it conftrols. Con-
trol follows federal finaneing. There
is no escaping this rule, The Farm
Board aims to build up a central sales

| agency through which they can cen-

solidate tne marketing of the grain
Ti#v feel that bigness and volume are
essential to their program of grain

| marketing. To be sure of patronage

of the co-operatives the Farm Board
insist on contracts with all thos2
using Farm Board funds. These con-
tracts eall for a 100 per cent delivery
of grain to the Farm Board age
A penalty is imposed for failure to
deliver 100 per cent.

In theory this control is very limited

CY.

|\'.'}wro no funds are borrowed. But

this is a theory rather than a fact,
for once in the system, the elevator
fecls under moral if not legal obliga-
tion to deal with the overhead agencies
set up by the Farm Board. Persua-
sion is used to secure 100 per cent
patronage. Where persuasion fails

He was formerly an instrucior at the Universily of North Dakowa and thus is well acquaint-

terest to pul! together, to co-operate
88 an industry and as a community.,
But in cases like that at Stanley,
North Dakota, and hundreds of others
similar to it, secids of discord and
strife and animosity have been sown.
This is a terrible calamity for any
community, Yet this is one feature
of the policy and program of the
Farm Board and its agencies, The
net result is an ‘economic and spirite
ual less to any community whose re
lationships are so poisoned.

Farmers' elevators are vitally in-
terested in future tvading and all that
goes with it — a wide market with
good hedging facilities, and which
serves as a relinble barometer of ‘mare-
ket values. Since the Farm Board
has entered the cash and futures mar-
ket they have driven other buyers
out; made the market narrow; and
destroyed its usefulness either for
hedging purposes or as a price ba-
rometer, They have creat no sub-
stitute ’in place of it. AC a publie
meetinghat the University of Illinois
in January, the Chairman of the
Farm Board séated that he thought
snort selling should be prohibited
You all know the ftuturcs market well
enough to know that this market with-
out s=hort selling would be like an
automobile without gasoline, It would
not go. A hedging market is a wide
market and a wide market is made

rnu largely of short selling, Short

selling performs an important eco-
nomic service in giving greater width
and greater stability to the market
It puts on the brake against too high
a bulge or too low a drop in price
The farmers’ slevators should vigors
ously oppose thie Farm Board's views
in this matter. Grain is handled on
a low margin only when it is hedged;
it is hedged only in those markets
which are made wide by the large
volume of short selling. We khow by
our Federal Trade Commission Report
on the subject that short selling does

nish credit to a certain small per cent | 1P A g 1 coerei re some-
v R EARYY g ihere The | directly to your work: compulsion and coercion are SCIRE={,a¢ denress prices,
of farmers, and not to others, The ) 4 times emploved. A wrd example of 10t dej prices

distinction meade between farmers who
are and who are not to receive credit is
an unfair and indefensible one, in my
opinion. Not only must the Board
larze sums of money out of the

Sanid  Calvin  Coolidge.—Co-op-
eratlon must start from the soil
It muszt have ils begininngs in
small and modest units. It must
ira'n the people who are fo use it

this which is doubtl=sz famiiiar to
you all is that of Stanley, North
Dakota, during the years 1029 and
1030 and described by a loeal editor
there in a booklet entitled “How We

The attitude of the Farm Board to-
wards the farmers' elevator may be
summed up by saying that the goal in
mind by the Board is one great cen-
tral selling agency or wheat pool,

snited States Treasury, but it must| to think co-operatively. This will apis " national in rcope, and representing in

pan the public funds to certain be a process rejuiring time and Were Saved. its me'n'.b"-r.‘-'hi}llslvvet’y farmers' ele-

florpo: tercst rates that are ationded with failures. If the Past experience ]1;.15 proved OVEr'| vator., This attitude may be reduced
and over again that ‘the local elevator .

ow I ; ates paid by competing
AL es, The PBoard now has

people learn the lessen, their par-
ticular projects in  eo-operation
will gain strengih, will command

managsrs can pick the time and place
to sell the grain far better than can

to its simplist eccnomic term by say-
ing it presents to you the issue of a
pool versus a local elevator. You

Dol £3,000,000. Many of | .

he .« 10-vear loans. On 43 increasing confidence, will expand the large pools, the I:'-.*pm:mls. the cannot serve two master, which do

T se 1ot the interest| their benefit to their members, Farmers' National Grain Corporation, | vo.“choose? Experience teaches that

at « cont. In fact thoe Even our Federa! Trade Commis- (}1119;n?t_:;ali;!:;:(s;tll::zil(rlollzzoli‘:‘i:nk(?cisld rtl:}‘" you should choose the local elevator
rar ar self. ¢

verage intere
pss than 3 per cent,

e [farm Board would be better
it were relieved of this banking
unction. Farmors and co-operative
ssociations can now get all the creadit

rate on all its loans is

hev are entitled to, through banks|

md other existing credit institutions.
Sheap credit in the way of special
Bvors to a few co-operatives meiely
pnds to over-stimulate the formation
f co-operatives to get this bargain-
punter credit. Co-operatives in the
st have had the highest dzath rate
rl‘u‘ru they have had the most over-
imulation. So this bankingz activ-
h is harmful to the cause of sound
-operation. It is even more harm-
EJ to those against whom it dis-
iminates unfairly — whether they be
mers, farmer companies, or private
siness interests. It is a plain case
unfair competition, even though it
put in by a governmental agency.
e Farm Board as banker hurts the
use of sound co-operation; it hurts
ivate business. By taking the
eam of the e¢redit business away
m the banks: it has helped cause
e failure of some of our banks.
Thus far we have discussed the
estion. What is the Agricultural
keting Act? I have shown the
eaning of the Act by the way it has
rked out in practice —that is, how
has created a Farm Board which
functioned and still functions as
Merchant, as a Speculator, and as
Banker. This three-fold activity,
ked with taxpayers’ money, has

sion, after studying co-operation
abroad in some detail, came to the
same conclusion as President Coolidge
as to the virtues of strong locais and
the dangers of biz overhead organiz-
ations. Saild the Trade Cormmission
in its report on this subject.

In various foreign countries
efforts are beinr made to bring
zhount a grealer degree of decen-
tralization of powers and admin-
istration in co-operaiive organi-
zations. A study of the possible
drawbacks arising out of the
overcentralization would, it is be-
lieved, open the way for more
efficient melhods in the field of
co-operation.—Report of F. T. C.
1925, "Co-operation in Foreign
Countries.”

The history of American co-opera-
tion shows that, in general, the large
centralized, artificially stimulated,
contract-using co-operative associa-
tion is contrary to farmer psychology,
is autocratically managed, is extrava-
gantly operated, and finally fails of its
purpose. Mere bigness and power do
not signify successfu} co-operaiion.
Conversely, the strong local co-opera-
tive, understood and conducted by
farmers without outside stimulation,
performing efficiently some definite
service, is America's most successful
type of co-operative marketing and
has in the aggregate the largest
volume of business. Now 56 per
cent of all grain arriving at Chieago
comes from farmers' elevators. The
selling of' the grain in terminal mar-

to beware of experts who come in
from the outside to run your business
for you: to beware of contracts which
tie you up with these pseudo-experts.

The Farm Board Is putling too
much faith in contracts, thinking that
contracts are a guarantee of large

| volume of buginess. We knhow by our

past experience with contracts that
where the service was well performed
no contracts were needed, and where

the service was not well perfermed

the contracts failed to secure the
patronage. To cite but a single ex-
ample, take the three bir tcbacco
pools. They practiced “orderly mar-
keting,” that is, they withheld to get
higher prices. The farmers lost
money. The more contracts these
three associations signed up with
members, the less tobacco they got.
Finally in spite of their good lagal
contracts, they got no tobacco at all,
and they ceased to operate. Private
grain dealers, for the most pavt, have
no contracts with either farmers or
farmers’ elevators. Yet - they pget
their ghare of the patronage, based on
service only. I am very skeptical
about the use of contracts to compel
a farmer or farmers’ elevat to
handle grain in a way which may
may not be to his best interest. In
other words, the more eontracts
the more control the Farm Board has,
then the worse it will be for tii2 it

ers' elevator movement, Let thu
in the farmers' elevator movement
use their own brains and trust to

men |

and continue to.use and develep your
own brains. In my opinion the Farm
Board's bhig central grain pool idea
is a1l wrong and is certain to prove a
costly faflure,
4, Conclusions

This brings us to the end of out
discussion. Tt remains merely to sum
up and draw certain conclusions, The

| Farm Board's idea of grain market-

ing through great centralized agen-
cies or pools is economically unsound
Grain markelinz through local farme-
ers' elevators has stood the acld test
of time, and now is our largest exam-
ple of successful co-operative market-
ing! this grain also is handled at the
lowest margin of cost of any agri-
cultural commodity.

The farmers’ eclevators are bullt on
the sound principle of self help. They
do not need any state aid in the form
of subsidies, grants, or cheap credit
They are sound business institutions,
not = objects of charity, State ald
plus state inlerference (its necessary
concomitant) will prove in the end a
serious menace to the farmer eleva-
tor movement,

Farmers' elevators and other farm-
er co-operatives need to fight for more
industry co-oporation —that s, the
co-operation amsng all the different
interests in one industry. You are all
in the same Loxt.

The next practical step is to have
the Agricultural Marketing Act either
repealed or amended. 1 suggest
amendment, so that we may keep a

the pilot's seat

§lain ()_[_ficelf

This is an interesting picture, which you probably recognize ss the
hangar at Akron, Ohio, with the tiny round spot in the center, which
is the world's largest dirigible, the U. S. S. Akron, It is expected lo
be ready for test flights early this Summer.
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Four years ago, Lloyd Bertaud kissed his wife goodbye, jumped inte
of 0ld Glory and flew out over the ecean to disaster,
Now his widow is wed to Henry M, Messinger, wealthy New York
broker. L. to r.: Judge Modarallo, the couple, and Doris James,)
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n and still is, harmful to both busi- | kets by old-line commission mer-| their own ability, In this wav more | farm board put deprive it entirely of
ss and agriculture. If continued|chants of proved abllity and honesty| genuine progress will be made. its present functions of merchant,
uch longer the result will be tragedy | is as cheap a way to handle this grain Community relationships ars b2ing | speculator, and banker. Such a farm
d catastrophe for the farmers, The|as has ever been discovered. For| serjously disturbed and poisoned by board could render valuable service
ard’'s policy of withholding crops this reacon the farmer elevator move- | Farm Board Agencies. In those coma=|in the way of information and in help-
m-the market, that is, speculating| ment, when left to itself, has kept | munities in the United Statzs wiere | ing to promote industry co-operation.

a bull market, s its chief activity [ out of the terminal markets and con-| the most progress is being m to- | Your fa rs' rlevator movement has
us far and is its real menace today | fineds its efforts to improving its own | day we find the most co-operation, in- | had a large shore in the past in this
the wheat and cotton farmers. I|services. The problems of better| dustry co-operation — that is, former, | wider form of co-operation. I hope
ve not gone into the Board's 2 etivi- | management, better bookkeeping, bet-| banker, dealer, and others in the 0 i vou continue it in the future. I close

|
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es in wool and in livestock, but 1) ter auditing, are still the most im-| broad industry pulling together my address as I began it by saying,
nsider these activities equally un-| po

elevator.

t | th ra is no substitute for the farmers'

int ‘problems facing the I.tl-mr_ra"i are all in the same boat an: !
elevator.
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