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INTRODUCTION

Cotton has occupied an important place in the southern economy for

over one hundred years. It has been estimated that over ten million

people are dependent on cotton, directly or indirectly, for their incomes.

Domestic textile industries depend on cotton output for the continuity of

their business, and retail consumer establishments depend partly on the

income spent by the cotton farmer for their means of livelihood. These

facts would seem to indicate that the prosperity of our country depends,

to some extent, on the relative prosperity of the southern cotton farmer.

For this reason, it is important that some attention be paid to the situa-

tion which confronts the South today. The decline in exports of cotton

affects the whole country, and it is the responsibility of the people in

the United States to realize the effects of the decline. Especially is

this true in recent yearn when the New Deal has attempted the solution

of various economic problems.

This study attempts to present a record of the development of cotton

production and exports of the United States, and haw this country developed

from a debtor nation with an active merchandise balance of trade to a

creditor nation with a problem of creating American dollar balances which

foreign countries could use to buy our exports.

By the use of statistical and analytical interpretation, an effort

is made to show the extent of the decline in cotton exports and to state



the causes and effects of this decline. The explanation is not simple

because there are many factors involved both domestically and inter-

nationally. However, from the figures and facts available, it is pos-

sible to interpret, in some measure, the forces that have produced the

effects that are indicated.

There has been an expansion of foreign cotton production, partly

because of the shift in international markets, partly because of high

prices in the United States, and partly because of nationalistic policies

in the dictator countries. The extent of these policies and how they

have affected our cotton exports are set forth. Tables showing the

trends of foreign production, acreage, and yields clearly reflect the

results of foreign policies on our cotton market.

This study has been made possible by the use of a wide variety

of sources. For the general background of international economic rela-

tions, a number of authoritative works have been used. Statistical

data and much of the analysis pertaining to production, prices, acreage

yields, exports, and income are taken from publications of various

departments and agencies of the United States Government. A consider-

able body of periodical literature containing articles dealing with

problems of cotton production and exports was used as the footnotes and

bibliography indicate. Insofar as possible, data have been taken from

primary sources.



CHAPTER I

HISTORY OF UNITED STATES EXPORTS

A. Early Development of Cotton Production in the United States 

From the earliest days of Americian colonial beginnirgs, Great

Britain looked to this country for extractive raw materials. 1 The ag-

riculture of the West Indies and southern colonies was encouraged be-

cause it promised to supplement that of the British Isles. Trading

laws were enacted to stimulate colonial production of products which

did not compete with the British farmer. At the same time, any ten.-

dency toward the development of manufacturing in the colonies mas

checked with the idea of protecting British interests. Such restriotive

policies brought forth great opposition in the North where there was a

scarcity of agricultural resources but a logical situation for manu-

facturing and trade.

After America gained her independence, she still had difficulty

in gaining access to European markets. 2 But the occurrence of the

Napoleonic Ahrs so curtailed production of foodstuffs that the Euro-

pean countries became more and more dependent on American sources of

supply. Moreover, profits from deals with European belligerents

stimulated further development of our resources.

With the continued industrial growth of England, there came an

1. Nourse, E.G., with the aid of the Council and Staff of the Insti-
tute of Economics, American Agriculture and the European Market,
McGraw-Hill Book Company, New York, 1924, p.-7-

2. Ibid., p. 8
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increase in the demand for our raw cotton, but before the Whitney gin

tt	 • it took a full day's work to separate a single pound of the fiber

for carding. "
 3

The industry made but slaw progress because the upland cotton was

of a short staple variety characterized by the strength with which the

lint adhered to the seed. 4 However, some Southern planters undertook

the production of the long-staple, less tenacious "sea island" cotton

5introduced from India in 1786.	 In three years, the cotton crop

reached an estimated output of a million pounds of lint; and at the

end of five years, it was two million pounds. But this variety soon

reached its maximum production as it would not grow outside of the

area of southern sea islands and a strip of land along the adjoining

coast of the United States.

The most important year in the history of the cotton plant was

1793 when the almost worthless short-staple cotton of Georgia was

raised to a position of importance among our national exports. As

we became the chief source of supply to England, it impressed Macaulay

to say:

"Abat Peter the Great did to make Russia dominant, Eli
Whitney's invention of the cotton gin has more than equalled
in its relation to the power and progress of the United
States." 6

3. Scherer, J.A4, Cotton As a World Power, Frederick A. Stokes and
Company, New Y6717n16, p. 125

4. Ibid., pp. 125 ff.
5.ISM, p. 126. Quoted from Bishop, J.L., A History of American

Manufactures from 1608 to 1860, Philade1phia7W,Vo17 -7—
pp. 383-410 —

6. Scherer, J.A., op. cite, Quoted from C.W. Burkett and C.H. Poe in
Cotton, New York, 1905, p. 217



3

With the growth of cotton came the corresponding growth of slavery.

Southern statesmen were fond of saying that cotton culture and the pros-

perity of their sections were dependent on slave labor. They also went

to far as to say that the cotton industry of Europe and America and the

economic welfare of a great portion of the people on these two continents

depended on the continuance of slavery in the United States. Cotton and

cotton culture of the South were to a great degree responsible for the

anti-slavery impulse in the North. From its first humble beginnings to

its attainment of position as "king," the one-crop economy of the South

went hand in hand with a controversy which culminated in the Civil War

and the subsequent disappearance of the plantation system. The decades

which have elapsed since the Civil War ". . .during which time the

growth of cotton has attained a magnitude unparalleled by any period

antecedent to emancipation," 7 have refuted the idea that the cotton

industry was dependent on slavery. Nevertheless, it is true that the

alleged interdependence of cotton culture and slavery played a

leadir4; role in events leading to the Civil Mar.

"Natural economic forces have made the South peculiarly
dependent on cotton. Cotton may be grown only under cer-
tain climatic conditions which restrict its cultivation
to the southern states, whereas grain and other forage
crops are grown to some extent in other parts of the
United States under conditions as favorable or even more
favorable for their production. Since cotton will grow
on practically all well drained soils, is drought resis-
tant, and yields well on soils to which fertilizers have

7. Hammond, M.B., The Cotton Industry: An Essay in American ErCônono 
History, For the American Economic Associatio -Uy the Macmillan
Company, New York, 1897, p. 34
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have been applied, it is better suited to many of the soils
of the South than are other staple crops." 8

The dense agricultural population and cheap labor in the South are

circumstances which favor cotton production as the latter requires much

hand labor to yield high returns per acre. This was the base on which

the plantation system was established, and out of which grew a unique

culture. It was possible to group a large number of hands under a

single overseer, and whole families could work in the fields planting,

cultivating, and harvesting the crop. The introduction of the negro

into this syatem facilitated wider expansion of cotton, because he cost

9
less to maintain and was under the absolute power of the owner.

Furthermore, in the semi-torrid regions, the negro was able to perform

work impossible for the white man to do.

B. Volume of Production and Exports for a Hundred Years

In 1793, the exports of cotton from the United States were short

of half a million pounds. By 1800, over sixteen million pounds were

sent to Great Britain alone; and five years later, half the cotton

shipped to the latter country came from the United States. 10

Since 1839, the cotton producing area has doubled. During the

past hundred years, the crop has moved across the continent from the

8. Vance, Rupert, Human Factors in the Southis Agricultural Readjust-
ment," Law and Contemporary Problems, Vol. I, 1954, p. 262. Quoted

from Atlas of American Agriculture (1918) Pt. V, "Cotton," p. 11

9. Hammond, op. oit., p. 56
10. Hammond, op. 717E., p. 31
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Eastern Coastal Plain of Southern Virginia and North Carolina and South

Carolina to the western prairies of Texas and Oklahoma. This area in-

cludes the limits of practical climatic conditions, and production has

not always expanded or contracted according to price changes or profit-

11
ableness to producers.

Productiaaof cotton expanded rapidly in the early 1800's. From

1800 to 1840, it increased from less than 75 ,000 bales to over a mil-

lion bales, 12 The greatly increased production and addition of new

lands to cotton growing during the next decade reduced prices to a con-

siderable extent. Nevertheless, production increased 50 per cent, and

between 1849 and 1859 great production gains were made in the South-

western states. 13 Increased transportation facilities had stimulated

production in the interior of both the Atlantic Seaboard states and

the states of the Southwest. By this time (1859) production mas over

four times that of 1839. With the beginning of the Civil War food

production was substituted for cotton; and as a result, cotton output

fell to only a few hundred thousand bales. After the Civil War, spec-

ialization in cotton continued as before, but recovery was at first

very slow. From 1865 to 1875, the trend of production rose about

Il. "The Cotton Situation," Yearbook of Agriculture, 1921, United States
Department of Agriculture, p. 330

12. These are equivalent 500 pound bales. To facilitate comparison
in tables of statistics, the figure has been adopted as a uniform
weight.

15. See Chart I. Figures taken from Statistical Record of the Progress
of the United States, 1800-1915, United States Department of Com-
merce, Bureau of Foreign and Domestic Commerce, Bulletin No. 370,
1913, p. 772
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100 per cent. 14 In 1879 we produced 5,466,378 bales, and in the next

twenty years Texas trebled her crop, but the boll weevil was beginning

to operate in the latter state. Nevertheless, this insect pest covered

little ground up to this time, and production reached almost nine and

a half million bales in 1899. Between 1899 and 1909, the development

of Oklahoma and Western Texas took place. This added 32 per cent to

the cotton area, and total acreage continued to increase to 1914. 15

During this period, the boll weevil spread; efforts were made to pro-

duce higher yields and better qualities. Cotton manufacturing grew in

the South, and foreign countries increased their competition with our

cotton crop.

After 1914 the ravages of the bollveevil reduced the output con-

siderably, and 1919 turned out to be a short crop year, not much better

than 1909. The crop of 1921 was the smallest since 1895; production

mas slightly under eight million bales.

As the country has grown during the past hundred and fifty years,

the rate of increase of production has diminished. 16 With the excep-

tion of the rapid expansion after the Civil War, which was a recovery

movement, and the westward expansion from 1893 to 1911 into Texas and

Oklahoma, the tendency in recent years has been to maintain a stabilized

or reduced area of cotton. As an offset to the ravages of the boll

14. 1875-1885-60%; 1885-1895-40%; 1895-1905-30%; 1905-1915-20%
Figures from Bean, L.H., "Changing Trends in Cotton Production and
Consumption," Southern Economic Journal, Vol. V, 1939, p. 443

15. "The Cotton Situation," op. cit.,777KET
16. Bean L.R., op. cit., pp. 442-444
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weevil, cotton production has been developed more intensively in the

regions where the weevil is least destructive.

Yields have been affected by shifts in area, fertilizers, and boll

weevil. 17 Up to 1890, the expansion of low yielding areas caused the

poor record. For the next decade the extensive use of fertilizer in-

creased the yield to a new high. But by 1921, the average yield was

the lowest in history. This poor record may be attributed to the boll

weevil which caused an average yield reduction of over 30 per cent.

In 1914 a record crop of almost seventeen million bales was pro-

duced, and not until 1925 did the output again reach this figure. Pro-

duction was disturbed first by the World War and later by the boll

weevil. With high yields and high acreage, the 1926 crop amounted to

almost eighteen million bales. Cotton farmers were learning to conquer

the weevil. By 1937 cotton reached a maximum crop of about nineteen

million bales on reduced acreage of 33,930,000 acres and the high yield

of 264.6 pounds per acre. 18

In addition to the domestic factors affecting cotton production,

there were forces fram the outside which had an influence on the trend

of the Southern cotton econamy: "Such a large part of the cotton crop

is marketed abroad that the prosperity of the South also depends to a

considerable extent upon the conditions of the foreign markets for cot-

ton." 19 For this reason it is important to observe the trend of

17. "The Cotton Situation,TçT.. cit., p. 336
18. Set Chatt I on Yield, Acreage and Production
19. "The Cotton Situation," op. cit., p. 324
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foreign demand for American cotton.

Only after the invention of the cotton gin did our exports gain

any importance. In 1800 the value of cotton exports was $5,000,000. 20

By 1810 it was over $15,000,000. Improvements in our transportation

facilities and the growing industrialization of England gave an impetus

to expansion of export trade. Cotton exports increased from slightly

under seventeen million pounds in 1800 to seven hundred forty-three

millions in 1840, and in 1860 they exceeded one and a half billion

pounds.

The Civil War operated as a check on our foreign trade. Cotton

exports dropped to 500,000,000 pounds in 1861 and reached a low of

5,000,000 in 1862. At the same time, cotton prices rose from 15 cents

to over a dollar a pound. 21 However, the flood of immigration after

the War, the increased settlement of the free Western lands, and the

industrial expansion of England soon extended our exports again. In

1871 one and a half billion pounds were sent out of this country.

There was one serious disadvantage to throwing our agricultural prod-

ucts on the markets in such quantities--it depressed prices below the

point they would have been otherwise. Thus, the return to the farmers

was not high per unit of output. In 1850 cotton sold for slightly over

12 cents a pound, but it had declined almost three cents by the end

of the next two years. It was not until the beginning of the Civil

20. Statist ea ecord of t e Progress of e U.S., op. el	 p.
21. Statistical Abstract dr-The United States, 1937, Unfrga States

Bureau of Commerce, Bureau of Foreign and Domestic Commerce,
p. 667
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War that it rose above 13 cents. However, the abnormally high prices

during the Civil Aar years did not indicate a correspondingly high

profit to the producers themselves. If anyone benefitted at all, it

was the blockade runner who reaped tremendous returns from this risky

business.

All important lines of exports reached a great volume in the thirty

years from 1870 to 1900. This included cereals, livestock, cotton, and

22tobacco.	 Cotton exports rose from slightly under a billion pounds in

1870 to 1,800,000 in 1880. In 1890 almost two and a half billion

pounds of the fiber were sent outside of this country, and in 1900

cotton exports passed the three billion mark. Yet this period was one

of waste and lack of economic planning. The rapid, haphazard expansion,

and the careless methods of production and marketing brought little ad-

vantage to the American farmer. Europe was getting bargain cotton at

our expense, and, as we shall see later, she was not entirely dependent

on the United States for cotton. Nevertheless, our foreign market kept

expanding until it reached a pre-World War record of five and a half

billion pounds. 23

The World War upset the smooth operation of trade channels. The

need for food to supply the armies brought a stimulus to exports from

the United States. There was a slackening of the cotton movement which

was offset to some degree by the shipment of cotton manufactures and

2 Nourse, op. cit., pp.
23. See Chart II, Statistical Record of the Progress of the U.S.,

op. cit., p. 778
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ane explosives. Cotton prices went from 10 cents in 1915 to almost 32

cents in 1918. However, the price inflation was not to be compared with

that of the Civil War, because production was not curtailed in this

country as it had been fifty-five years before. The World Mar brought

out the fact that we could draw on a tremendous reserve power to exploit

agricultural production if necessary.

It was the post-var cotton shortage, the ravages of the boll weevil,

and the consequent high prices which encouraged foreign cotton-mill

interests to subsidize foreign cotton production. These efforts com-

bined with the high prices caused an expansion in foreign countries

which mas to prove serious to American cotton producers. 24

The western expansion to weevil-free sections allowed a quick re-

covery; and in 1926, the crop was ten million bales more than in 1921.

The low prices thus created checked world acreage expansion, but pro-

duction remained the same. 25 World depression in the cotton industry

forced mills to turn to the largest supplies of cotton at the lowest

prices, even if it meant a sacrifice of quality. We began to feel the

significance of this in the decline of our exports after 1926. In

three years our cotton exports had fallen off by over four million

26bales.	 By 1934, our exports were less than five million bales.

Our foreign market which had been stimulated by the shortage in the

Indian and Chinese crops in 1951 was now being offset by attempts

of the New Deal to boost prices. Crop reduction vas intended to

24. Cotton," Yearbook of Agriculture, l9pp. 97_99
25. Ibid., p. 99
26. U.S.  Bureau of Foreign and Domestic Commerce, 22. cit., p. 667
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decrease surpluses until foreign markets were reopened. However, the

weakness here mas that the restriction tended to decrease exports of

the commodities themselves.

"The prime objective of AAA policy was raising the farm
price of farm products. Progress in this direction. .
inevitably tends to lessen the ability of our exporters
of these products to compete in the international market.
Even a slight price differential against American. . .
cotton in world markets suffices to cut down exports
radically; a larger one practically eliminated exports;
a still larger one attracts imports here." 27

Further discussion of the recent trend in cotton exports, and rea-

sons for the decline in the latter will be covered in a later chapter.

Suffice it to say that natural forces and artificial forces combine to

produce some unpredictable effects on the cotton market.

C. Reasons for Large Exports 

As the United States had accepted the role of producer of extrac-

tive materials for England, and inasmuch as the Northern industrial

machine was slaw in getting into action, this country financed its need

for manufactured goods by its exports of raw materials up to the begin-

ning of the Civil War.

"Cheap imports of food and agricultural raw materials from
America contributed greatly to the growth of European indus-
trialism, and Europe's ready market contributed greatly to
our national growth." 28

After the Civil War, cotton exports remained below the 1860 level

7. Davis, J.S., On Agricultura  Policy, 1926- 93:, Food Research
Institute, Stanford University, California, 1939, p. 351

28. Nourse, E.G., op. cit., p. 94
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until 1880. This was caused by the greater scarcity of free land, and

the growth of our domestic market.

Before 1873 we were an immature, debtor country with an "unfavor-

able" balance of trade. Lack of capital to develop our natural re-

sources necessitated the floating of loans in Europe to create American

balances with which to buy foreign goods. 29 This stimulated imports

into the United States in excess of exports.

By 1876 we began to repay some of the loans which had reached a

peak volume in 1873. Consequently, we paid interest and principal on

past loans which gave foreigners dollar credits with which to buy Amer-

ican goods.

We were still admibtor nation in 1914, but a shift in status ap-

peared in prospect. American investment abroad was five times that of

1897; foreign obligations were only twice as large. 30 The World War

made Europeans see that it was to their advantage to buy large quanti-

ties of American exportable goods. As a result, foreign securities

were sold in the United States; foreign-held American securities were

resold here, and some gold was transferred in order to finance purchases

in this country. American exports increased immensely, and high prices

brought prosperity to the farmer. However, depression soon followed

because of the inability of the European market to absorb the latter's

29. Gamer, F.B. and Hansen, A.H., Principles of Economics, Ginn and
Comp,lny, Boston, 1928, pp. 619-620

30, Lewis, Cleona, Assisted by Karl T. Schlotterbeck, America's Stake
in International Investments, Brookings Institution, Washington,
M8, p. 444
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surplus. Since then numerous attempts have been made to restore a

profitable foreign market, but never have we succeeded in returning to

the status which we once held in the realm of large agricultural ex-

ports. If this country could have remained in a static. position, re-

taining its productive advantage in cotton and at the same time be

also a net debtor as before the World War, and if Europe's demand had

remained of the same character and intensity as in colonial days, we

might still enjoy large export volume of cotton. But such is not the

case today.

D. Chief Importers of American Cotton

In the years that have passed since Great Britain furnished the

incentive for export of American raw materials, she took increasing

amounts of cotton. However, the peak was reached in 1911 when we

shipped four million bales to that country. 31 Before the World War

85 per cent of our exports went to the United Kingdom, Germany, France,

and Italy. 32 Spain, Belgium, and Russia took most of the rest up

until 1900. Then China, Japan, and Canada began to absorb increasing

amounts of our cotton. Surpluses and shortages soon corrected them-

selves during these times, and we annually shipped at least two-thirds

of our crop.

After the World War, the cotton shortage, the boll weevil, and the

31. Bean, L.H., "Export Prospects for Southern Farm Products," The
Southern Economic Journal, Volume VI, 1939, p. 12

32. Cotton, 22. cit., p. 97
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disturbed economic conditions of European countries forced cotton ex-

ports down to a new low.

Of the quantity exported in 1920, 3,444,794 bales or 48.6 per cent

was sent to the United Kingdom, 876,250 bales to Japan, 617,263 bales

to Italy, and 596,391 bales to France. Germany, which had ranked sec-

ond in imports of American cotton since the Civil "War, resumed her mi-

ports. These amounted to 420,758 bales or about 20 per cent of her

pre-war consumption. 33 France cut down her imports about 300,000 bales

during the post-war period, and other importing countries followed suit

to a lesser degree. 34 The loss was, however, somewhat offset by the

expansion to Asia. The quantity of raw cotton exported to Japan has

steadily increased since 1914. Japan averaged 661,000 bales of cotton

imports from this country during the period 1916 to 1920, and during

the same period China increased her average to 30,000 bales over the

previous five year period. In the next fifteen years, Japan continued

to increase her demands for our cotton and to some extent offset the

small exports to Great Britain. The latter never fully regained her

pre-war high point.

Up to 1928, Germany advanced her demands by regular degrees. In

that year she imported 2,220,964 bales of cotton. This was 27.4 per

cent of the total cotton exports of the United States for that year.

33. United States Department of Commerce, Bureau of the Census,
Cotton Production and Distribution, Bulletin 145, Government
Printing Office, Wgiangton, D.C., 1920, p. 67

34. United States Department of Commerce, Bureau of Foreign and
Domestic Commerce, Statistical Abstraot  of the United States,
Government Printing Office, Washington, D.C., 1937, p. 669
See Table II
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The greater portion of the rest of our cotton went to the United King-

dom, Japan, France, and Italy. 35

In 1928 England was experiencing depression. The Indian boycott

depressed British export trade, and the manufacture of textiles shifted

slowly to the Orient. At this time, Japan's demands for our cotton were

drastically reduced. She began exporting larger amounts of cotton tex-

tiles to Asiatic markets, but the raw cotton needed for this manufactured

cloth was purchased from India and China. To make matters worse, the

latter two countries expanded their production further in order to better

supply their domestic requirements. This created an intense competition

between American, Indian, and Chinese cotton.

The record American crop of 1931 combined with the stocks which had

been accumulating since 1929 made prices much lower. This same year

Indian and Chinese cotton crops were short, and the United States mas

thus able to export larger amounts of cotton. Of the nine million bales

exported, 26.4 per cent went to Japan, 18.5 per cent to Germany, 14.7 per

cent to the United Kingdom, and 7.5 per cent to Italy. 36 Japan was now

the largest foreign consumer of American cotton. Between 1926 and 1936

her annual average exceeded one million bales a year. This figure was

35. United States Department of Commerce, Bureau of Census, Cotton
Production and Distribution, Bulletin 164, Government Printing
Office, Washington, D.C., 1928, p. 51

36. United States Department of Commerce, Bureau of Census, Cotton
Production and Distribution, Bulletin 169, Government Printing
Office, Washington, D.C., 1931, p. 55
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almost a third again as large as the British average for the five year

period beginning 1931. 37

Through the influence of bi-lateral agreements and substitutes for

cotton, our foreign market was further curtailed. Germany's imports dec-

lined rapidly after 1953 and reached a low figure of 370,000 bales in

1935. Total exports were only 4,799,000 bales, and most of these went

to the United Kingdom, Germany, and Italy. The situation was made worse

by the continued policies of Russia and China to become more self-suffi-

cient. 'In 1937 the former country imported only a thousand bales of our

cotton; the latter took only fourteen thousand bales.

From 1937 to 1939 the United Kingdom, Japan, Germany, and Italy

continued to take a high perce_tage of the total cotton exports of the

United States. However, the total exports during this period were small.

The figure for 1939 was the smallest since 1879. 38

in , the history of our exports to particular countries there have

been shifts in foreign production, foreign exchange, and foreign trade.

These shifts have had much influence on the amount which any country

would take during a particular year. Undoubtedly, the "World War had the

greatest effect on the course of contemporary export policies. Post-

war effects have changed governments; and along with this change has come

the desire of key countries like Russia, Japan, Germany, and Italy, for

self-sufficiency. Conditions of high price and cotton shortage have at

7. See Ta s e I
38. United States Department of Commerce, Bulletin 176, op. cit. p. 36
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different times caused cotton manufacturers to encourage 'increased pro-

duction in countries like India China, Brazil, Egypt, and Uganda. The

result has been that importing countries took the cheapest raw cotton

possible. Sometimes this was done at a sacrifice to quality, a fact that

can be illustrated by the increase of Indian cotton consumption over the

more expensive American and Egyptian varieties.
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CHAPTER II

RECENT DECLINE IN EXPORTS

A. Extent of Decline

The effect of the World War was to curtail cotton exports. Since

the Civil War, the United States had exported at least two-thirds of its

cotton production. Although Table III shows an export average of 60 per

cent of production for the period 1911 to 1915, the exports in some of

these years were lower and warrant some attention. The crop of 1914

was a record crop of over sixteen million bales, of which we exported

about 50 per cent. The large crop-low price combination failed to

counteract war conditions. As a matter of fact, the average price for

the year 1914 was the lowest since 1898. 1 Exports failed by two and

a half million bales to equal two-thirds of the volume production. This

was the beginning of serious difficulty in the cotton export trade of

the United States.

In 1917 the price was four times as high as at the beginning of the

War, and cotton exports were down to 36 per cent of production. Post-

war shortages caused further increase in price. By 1919 the price had

reached a high of 35.4 cents and the foreign demand for cotton was great

enough to bring exports up to almost 60 per cent of production.

1. United States Department of Commerce, Bureau of the Census, Cotton
Production and Distribution, Bulletin 162, Government Printing
Office, Whshington, D.C., 1927, p. 52
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The crops of 1925 and 1926 were record crops of sixteen and eighteen

million bales respectively. Exports fell short by 16 per cent of being

two-thirds of production in 1925. There was improvement the next year,

and exports were only slightly less than the pre-mar level. This may

have been partially because of an average decline in price of almost

seven cents. 2

Table III shows that export averages failed to rise as high during

the 1920's as during the periods before the War. Further declines occur-

red during the decade of the thirties. In 1931 exports were two and a

half million bales short of the pre-war exports and the price average

for the year was only 5.7 cents. In the next year prices were still

almost as low but we exported eight million out of a total production of

thirteen million bales.

When the Agricultural Marketing Act was passed, many had high hopes

that it would lead the way to a solution of farmers' problems. The Farm

Board was created by the Act, and its task mas to develop a sound agri-

cultural policy for the United States.	 There were also some inter-

mediate objectives such as fostering cooperative marketing by farmers,

stabilizing the marketing and prices of farm products, minimizing specu-

lation, and controlling surpluses.

In 1929 the Board prepared plans for a long-range cotton program

17.-United States DepartMent of Commerce, Bureau of the Census, op. cit.,
Bulletin 176, p. 40

3. Davis, J.S., On Agricultural Policy 1926-1938, Food Research Insti-
tute, Stanford University, California, 1939, p. 156
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with the view of adjusting production to prospective market demand. This

mas to raise the level of income per farmer. The trouble with the Farm

Board policy mas that too much attention mas paid to prices and too little

to net returns per acre. 4 The Farm Board had no control over production

and as soon as the price was pegged at a certain amount, sub-marginal

lands came into productive use. This further depressed the cotton market.

In October, 1929, certain loan policies were adopted with respect

to cotton that led to major stabilization operations. The purpose was

to prevent drastic declines in price and to stabilize American prices at

a level above the world price. However, when prices went down below

those of 1890, the Board found itself in possession of thousands of bales

of cotton on which it had made loans to farmers with the expectation of

a rise in price. When prices declined, farmers kept the loan money and

the Board was left with cotton stocks. The Marketing Act was repealed

in 1932, but the problem of disposing of the surplus mas left to the New

Deal.

After 1933, the United States continued to make various attempts at

artificial stimulation of prices, but these attempts were of a different

nature than those of the Farm Board. Authority mas conferred on the

Secretary of Agriculture to apply a cotton option plan and domestic

allotment plans in order to reduce the supply of cotton produced.

Crop curtailment, acreage reduction, and price increases certainly

had some effect ma exports. In the first year of the Agricultural

4. Ibid., p. 165
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Adjustment program, the proportion of exports to production was about 54

per cent. In 1934 production was less than ten million bales, and exports

were less than half this figure. Since 1931 the price had increased about

six and a half cents, a fact which did not help the export situation.

During the next three years, cotton production was made more effi-

cient. We obtained more cotton on fewer acres. The greatest crop ever

harvested was taken in 1937. The yield average for this year was 264.6

5pounds per acre, and cotton prices declined despite AAA efforts. Based

on the pre-War export levels, we should have exported over twelve mil-

lion bales of cotton, yet the actual exports were only 5.6 million bales.

External developments such as increased foreign competition, sub-

stitutes, lack of foreign exchange, and trade restrictions were respon-

sible for the decline. However, the cotton loan program of the United

States diverted quantities of cotton from foreign trade channels. In

1937 it withheld five million bales from the market. 6 Four million

bales were diverted in 1938. Adding domestic consumption to these

"frozen" stocks, the amount consumed and stored for these two years

approaches eleven million bales per year. This partially explains the

small export figure for 1937 and the smaller one for the 1938-39 season

(3.5 million bales).

5. United States Department of Agriculture, Agricultura  Statistics,
1938. Government Printing Office, Washington, D.C., 1939, p. 96

6. Bean, L.H., "Export Prospects for Southern Farm Products," op. cit.,
p. 13



TABLE III

UNITED STATES PRODUCTION AND EXPORTS OF RAW COTTON*

Period

Total
production
(in thousands
of bales)

Total
export

in thousands
of bales)

Percentage
exported

1866-70 -12,926 9,115 70.5

1871-75 18,112 12,520 69.0

1876-80 25,181 16,523 65.0

1881-85 -',29,33.8 19,685 67.0

1886790 36,157 24,330 67.0

1891795 40,204 27,412 68.0

1896-00 50,662, 54,535 68.0

1901-05 55,033 36,050 65.0

1906-10 60,879 40,012 66.0

1911-15 74,425 44,473 60.0

1916-20 59,653 29,180 49.0

1921-25 57,587 54,275 59.5

1926-30 ' 74,167 39,962 54.0

193135 63,419 35,432 56.0

1936-31 ( 1 ) 43,288 14-365 33.0

For footnotes, see next page



TABLE III (continued)

* Data computed from:

United States Department of Commerce, Bureau of the Census,
Cotton Production and Distribution, Bulletin 145, Government
Printing Office, 1Vhshington, D.C., 1920, pp. 68, 75-77

United States Department of Commerce, Bureau of the Census,
Cotton Production and Distribution, Bulletin 176, 1939,
p. 40

United States Department of Commerce, Bureau of Foreign and
Domestic Commerce, Statistical Abstract  of the U.S., 1920,
p. 786

United States Department of Commerce, Bureau of Foreign and
Domestic Commerce, Statistical Abstract of the U.S., 1913,
pp. 772-778

1. Exports statistics for 12 months ending July 31. Production
statistics relate to preceding year. Computations compensated
accordingly.

From 1866-1913,statistics of exports relate to 12 months beginning
September 1

From 1914-1931 statistics of exports relate to 12 months beginning
August 1
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B. Reasons for the Decline

"Large crops in the United States have had very little
effect in checking foreign acreage expansion. Since 1870
we have had 19 record crops, each larger than the one be-
fore it; and in all but four of these instances, foreign
production increased after each of our record crops. Thus,
large volume, low prices in the South have usually been
offset by many other factors making foreign expansion." 7

Increased foreign production is a very important reason for the

decline in exports. In China, Brazil, Russia, and Uganda long-time

expansion is taking place or is in prospect. In the period 1909 to

1914 these countries produced very little cotton. However, there have

been notable increases since that time. Brazil produced over a million

bales of cotton for the years 1931 to 1935, and in 1937 it put out over

two million bales of cotton. Considerable increase in cotton produc-

tion took place before the New Deal agricultural policy was adopted--

this because 'of the collapse of coffee prices. Russia has made good

progress in recent years, and in 1937 it produced almost three and a

half million bales. 
8

China's production has not only been increasing,

but her yields have also been consistently high. At no time in the

record of yield statistics have these figures been below two hundred

pounds to the acre. This record is far superior to the United States

which has not been able to make an average of over two hundred pounds

to the acre consistently over any period of time.

7. Bean, L.B., "Changing Trends in Cotton Production and Consumption,
op. cit., p.2

8 •See Table TV
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Foreign acreages have increased. (See Chart I) Over the period

1909-10 to 1913-14, the United States had 53.8 per cent of world cotton

acreage planted in cotton.

TABLE V

COTTON PRODUCTION OF THE UNITED STATES
IN RELATION TO THE WORLD TOTAL IN TERMS OF BALES AND ACRES,

PERCENTAGE DISTRIBUTION*

Average Average
1909-10 1921-22 Average

Volume to to 1931-35 1934 1935 1936 1937
1913-14 1925-26

Bales
Produced 62.4 53.6 49.0 40.5 40.1 41.0 49.1

Acreage 53.8 50.0 40.7 36.5 36.0 35.0 36.8

*Data reproduced from:

United States Department of Commerce, Bureau
Commerce, Foreign Commerce Yearbook, 1937,
p. 382

United States Department of Commerce, Bureau
Commerce, Foreign Commerce Yearbook, 1938,
p. 402

of Foreign and Domestic
Washington, D.C., 1938,

of Foreign and Domestic
Washington, D.C., 1939,

By 1937 the acreage proportion for the United States in relation

to the world total had dwindled to less than 40 per cent. In the twelve

year period from 1925 to 1937, foreign acreage increased almost 36 per

cent. Of this total expansion of fifteen million acres, the greatest

9proportion came from China, Brazil, Russia, and Uganda.	 Other cotton

• Bean, L.H., Changing Trends • Cotton Production and Consumption,
op. oit., p. 3
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producing countries increased the acreage by more than a million acres.

Of the two countries in Table IV which are not considered dangerous,

India takes precedence over Egypt in acreage expansion, but the latter

country has very high yields. India produces short staple, harsh

fibered cotton which sells very cheaply. It has been a competitor of

the United States in Asiatic markets. Egypt excels in long staple cot-

ton of high quality. None better is produced anywhere else in the world,

and even the United States has to import this fiber for some uses.

It is notable that Russia, Uganda, Brazil, and China were increas-

ing their acreage even when United States prices were low, and when our

record crops were put on the market in 1925 and 1926. (See Chart I.)

Lowered prices apparently had no effect on the agricultural policies of

these countries,

Governments since the World War have pursued policies of economic

nationalism* The reason for this probably resides in the desire for

self-sufficiency in order to recover from the effects of depression and

to provide against the hazards of future wars.

Russia took a long time to recover from her Civil War. This ex-

plains the small average for the period 1921 to 1926. However, since

that time the output of cotton in Russia has been so high that she is

causing us to lose some of our market in that country. As an exporter

of cotton, Russia is not qualified as yet. Poor irrigation facilities,

and no outlook for these to be installed in the dry central area where
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70 per cent of the cotton acreage is grown, make her prospects for

acreage expansion limited. 10 Nevertheless, internal industrial poli-

cies will probably influence expansion of cotton production in the near

future. Such a situation shows that the United States cannot influence

Russia's internal cotton policy by prices.

Some countries have controlled foreign trade in cotton by foreign

exchange and trade policy restrictions. Loss of exports to Germany

began in 1934. Trade was shifted to other countries where deals could

be made on a barter basis. Cotton exports were stimulated in the South

American countries becapseof this German policy. Brazil has benefit-

ted from these abnormal trade policies. The climate and soil are very

favorable to production of cotton, and astounding acreage increases have

taken place. Production is stimulated by the government. If there is

a decline in price in American cotton, Brazil uses exchange manipulation

to protect the Brazilian cotton price.

"Monetary devaluation and exchange devices have kept the
price of cotton to producers in Brazil at or above the pre-
depression level." 11

The price of cotton in New Orleans in 1936 was 37 per cent below

the price in 1929, but the price of cotton in Brazil was 8 per cent

higher in 1936 than in the 1929 season. 12 This is an illustration of

the fact that large crops at low prices have difficulty competing with

currency devaluation and exchange devices.

10. "Cotton," Fortune, July, 1936, p. 40
11. Bean,	 Trends in Cotton Production and Consumption," op. cit.,

p. 451
12. Ibid., p. 452
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Uganda offers an example of a policy of long-time colonial develop-

ment. As a matter of fact, Egypt, Sudan, and India also come under this

head. In 1921 the Empire Cotton Growing Corporation was formed by the

English. It trains men, conducts biological research, advises on trans-

portation. 13 Uganda needs harbors, roads, railways, but its production

has increased from an average of fourteen thousand bales in the 1909-14

period to over three hundred thousand bales in the season of 1927. (See

Table IV.)

India and China have experienced production growth because of the

rise of the textile industry in Japan and China. India still have a

problem of careless pickers, confusion and adulteration in marketing,

and differing weight units about the country. Besides the need for

improved selling methods, it needs improved quality of seeds and more

care of the right kind after it is planted. 14

It is obvious that it is a problem to compete with factors which

are designed to eliminate competition itself. The United States can

remedy the situation by several means. Tariff barriers have been built

up to such an extent that imports into this country could not be nego-

tiated easily. Imports into the United States supply foreign exchange

to other countries with which they may buy our products such as cotton.

Tariff barriers are, therefore, another cause of the decline in exports

from the United States.

13. Cotton, Fortune, July, 1935, p. 4
14. "Cotton," Fortune, June , 1930, p. 79
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Increased use of substitutes, especially the synthetic fibers, such

as rayon, is a threat to the cotton industry. Recent developments in the

manufacture of synthetic fiber indicate that it can be made into fabric

at a cheaper cost and of higher quality than ordinary cotton. Further-

more, there is proof that rayon can be produced more cheaply than cotton

can be grown. Other substitutes do not as yet constitute a threat, but

with further development they may be more important. 15

For more than 20 years, Germany has been experimenting with wood

cellulose in an attempt to produce artificial textile fibers. With the

program of self-sufficiency came the production of this fiber on a large

scale. From 1933 to 1937 there mas an increase of from 6,000 short tons

to more than 110,000 tons. 16 Rayon production increased from 31,600

short tons to 62,800 short tons during the same period. The German

Institute for Business Research has estimated that although only 5 per

cent of consumption requirements Of textile raw materials were supplied

in 1932, more than 22 per cent were supplied in 1937. This accounts for

some of the decline in United States cotton exports to Germany and some

of the other self-sufficient countries. From 1933 to 1937 net imports

15. The latest development in synthetic fibers is that of the Du Pont
Company which is setting up a large plant in Delaware. It consists
of a combination of the dibasic acids with certain coal tar products.
Further information may be gained from:.

Wallace, H.A., "The South Faces Changing Demands," The Southern 
Economic Journal, April, 1939, p. 425

16. Christy, D.F., United States Deparldnent of Agriculture, Bureau of
Agricultural Economics, Germany Buying Less Cotton, Bulletin 5,
Volume 22, p. 11
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of cotton to Germany declined from 1,669,000 bales to 1,129,000 bales,

and most of the reduction was in imports of American cotton. 17

Raw cotton is too costly relative to wood pulp and cotton linters. 18

The latter are the principal constituents of synthetic rayon which is

the leading competitor to cotton in the textile industry. It has largely

replaced the short staple fibers in the field. World production in-

creased after the war from roughly 80,000 bales in 1920 to 4,500,000

bales in 1938. 19

"Cotton is used in much larger quantities than all other
fibers combined for clothing and household purposes, and
it seems probable that rayon has been substituted for cotton
more extensively than for any other fiber and possibly rayon
has displaced more cotton than it has all other fibers com-
bines." 20

In spite of the increased use of rayon, cotton consumption has in-

creased. World consumption was about seventeen million bales in the

1920-21 season and almost twenty-seven million bales in 1938. 21 The

explanation probably lies in the increase in population and the trend

toward the use of more cotton for industrial purposes. However, in spite

of this fact, it is quite probable that more cotton would have been con-

sumed had there been no rayon to compete with it.

17. Ibid., p. 11
18. The short, weaker fiber usually called fuzz. It is a product of a

second and more intense ginning called "delinting" or "cutting."
United States Department of Agriculture, Yearbook of 1921, op. cit.,
p. 381

19. Robinson, C.H., United States Department of Agriculture, Bureau of
Agricultural Economics, Cotton's Synthetic Rivals, Bulletin 4,
Volume 23, p. 18

20. Robinson, C.H. op. cit., p. 19
21. Robinson, C.H., Ibid., Also, from United States Department of Com-

merce , Foreign Commerce Yearbook, 1938, Government Printing Office,
Washington, D.C., 1939, p. 402. (See TableNT.)
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The influence of the New Deal agricultural policy on cotton exports

has created much controversy. Mr. Henry A. Wallace and Mr. Louis H. Bean

defend their positions by justifying New Deal action in terms of what the

foreign countries would have done anyway had there been no New Deal at

all.

"If we had had no cotton control or no cotton loans during
the period from 1933 to 1938, there would still have been a
very marked expansion in cotton acreage in China, Russia, and
Brazil. • .the really significant increases in China, Russia,
and Brazil have been due for the most part to forces not con-
nected in any way with the American policy." 22

The above statement is true insofar as it concerns crop curtailment

and cotton loans. However, a creditor nation, such as the United States,

which holds to high tariffs is certain to force other nations to use

the devices previously mentioned. 23 It is to be expected that foreign

nations will find it increasingly difficult to obtain American dollars

with which to buy our cotton when we control over half of the world's

gold supply, allow high tariffs in spite of trade agreement reductions,

and refuse to make loans to the outside world. 24

Therefore, it follows that American foreign policy has influenced

the increase of cotton production in other countries.

Chart I indicates that the trend of foreign production, measured

by pre-war rates of expansion, could have been expected to equal the

crop of the United States for 1937. In this year foreign production

22. Wallace, H.A., op. cit., p. 131
23. Supra, pp. 29-32
24. Wallace, H.A., op. cit., p. 431
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and production in the United States each was nineteen million bales.

This is the proof submitted by Mr. Bean to make valid his contention that

it was not primarily the AAA programs which stimulated foreign production

to its high level . 25 The rate of increase of production in the United

States has been at a diminishing rate. 26 The trend of expansion in

foreign production for over fifty years, on the other hand, would have

accounted for a production of nineteen million bales in 1937. (See

Table IV.) Boll weevil damage and mar-time contraction of foreign pro-

duction caused high cotton prices in the United States during and im-

mediately following the World Mar. This stimulated foreign production

in these years. Furthermore, large crops have had little effect in

checking acreage expansion. 27

Economic nationalism and the extensive use of synthetic fibers are

valid arguments to be used in defending New Deal policies, but they throw

no light on the New Deal's position. Neither do they justify New Deal

policies.

After the World War, it was found that agriculture was aver-expanded.

Adjustment would normally come under a reduction of output by the better

farmers, abandonment of farms in unprofitable areas, transfer of incom-

petent farmers to other areas. 28 But adjustment was slow because farmers

25.Bean, I.H., 'Changing Trends in Production and Consumption," op. cit.,
pp. 443-445

26. Supra, pp. 5-6
27. Supra, p. 25
28. Garver, F.B., and Hansen, A.H., Principles of Economics, Ginn and

Company, New York, 1937, p. 165
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found difficulty in adapting themselves to new techniques and new condi-

"As a result of these. • •conditions. • •the demand for
government interference became too insistent to be resis-
ted. At first it was assumed that if the national govern-
ment should buy the "surplus" of wheat and cotton, prices
would rise and the stocks on hand could be disposed of with-
out unduly depressing the price. But the prices of these
two products fell even lower after 1929." 49

Legislation established the Agricultural Adjustment Administration

in 1933. It offered bonus payments to farmers who reduced their plant-

ings of cotton, wheat, tobacco, and corn. 30 The prices of these agri-

cultural products were increased, but the reason for the increase was

not entirely due to acreage reduction. Rising urban incomes, and mone-

tary devaluation also had some effect. 31

The government is still contributing to the support of the farmers.

Farm income has been increased, but little attention has been paid to

the adjustment of productive capacity with the demand for products.

Nothing was done to get farmers away from unfavorable locations or to

remove incompetent farmers.

Large carryovers of cotton have accumulated both from the contraction

29. id., p. 6
30.97-ientially, Domestic Allottment (Farm Bounty, Parity Plan) is a

technique of transferring cash from the pocket of the consumer to
the pocket of the farmer. This is done by putting an excise tax
on certain farm products and dividing the receipts among the farmers
who raised them. In return the farmers agree to curtail production
each year. • .The allottment is the individual farmer's share in
the total tax collections, calculated on the basis of past produc-
tion." Quoted from "Roosevelt Farm Policy," Fortune, February 1933,
p. 42

31. Garver and Hansen, op. cit., p. 167
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of foreign demand and Government financed stocks. The world carryover

in August, 1939, was 13,052,513 bales. This was largely government

stocks, and this total figure was almost four times the average carry-

32
over in the 1920's.	 Bales consumed in the United States for the

period 1920 to 1930 average 6.9 million bales, while the average for the

decade 1930-40 was only 5.3 million bales per year. Thus, we have an

increasing carryover in the face of curtailed domestic consumption.

Contraction of foreign demand and curtailment of domestic consumption

have been factors responsible for law price levels and low incomes to

growers. 33 The small volume of exports for the season 1938-39 was

responsible for the large carryover during that period. In 1930 and

1931 loans on cotton made by the Federal Farm Board increased the price

of cotton. Loans tended to remove large amounts of American cotton from

foreign trade channels and to stimulate the expansion of foreign produc-

tion and foreign substitution to take the place of American cotton.

Stocks were high during the early 1930's and the carryover averaged

over 8.9 million bales for the years 1932 and 1933. The carryover was

reduced in the next two years; cotton stocks were reduced partially

because of increased foreign consumption. It is interesting to note

that in the years 1936-1937 the carryover was reduced considerably.

Such a thing is remarkable considering that stocks were high at the

1-27-57;7a7r7VT-r-
33. White B.S., "The Shrinking Foreign Market for United States Cotton,"

The Quarterly Journal of Economics, February, 1940, Harvard Univer-
sity Press, CsSEFIag7;,-1940, p. 255



TABLE VII

TOTAL STOCKS, CONSUMPTION, ACTIVE SPINDLES
AND CARRYOVER OF UNITED STATES COTTON, 1920-1959*

,
Year

Stocks
(bales)
in consum-
ing estab-
lishments

Bales y
consumed

Carryover
(bales)

Active
cotton
spindles

1920 1,358,147 6,419,734 3,563,162 35,480,953
1921 1,111,147 4,892,672 6,534,360 36,047,367
1922 1,218,588 5,909,820 2,831,553 35,707,738
1923 1,099,556 6,666,092 2,324,999 36,260,001
1924 721,589 5,680,554 1,555,514 35,849,338
1925 865,842 6,193,417 1,609,848 35,032,246
1926 1,096,647 6,455,852 3,542,560 34,750,266
1927 1,404,815 7,189,585 3,762,367 34,409,910
1928 1,011,721 6,834,063 2,536,472 33,569,792
1929 1,052,128 7,091,065 2,311,988 32,417,036
1930 1,183,007 6,105,840 4,530,429 31,245,078
1931 995,526 5,262,974 6,369,993 28,979,646
1932 1,217,886 4,866,016 9,677,754 27,271,938
1933 1,348,236 6,137,395 8,164,634 26,894,860
1934 1,227,688 5,700,253 7,743,695 27,742,462
1935 788,989 5,360,867 7,208,477 26,700,946
1936 896,724 6,351,160 5,409,389 26,664,228
1937 1,285,543 7,950,079 4,498,848 25,419,110
1938 1,262,532 5,747,978 11,533,439 24,774,004
1939 862,105 6,858,426 13,032,513 23,731,050

*United States Department o Commerce, Bureau of the Census, Cotton
Production and Distribution, 1938-39, Government Printing of:FM;
Washington, D.C., 1939, pp. 23, 40
1. Statistics relate to the year ending July 31
2. Quantities are in running bales.
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beginning of the AAA and that world consumption continued to stay law

during this period.

During the period 1933 to 1939 growers were allowed to pledge cotton

in exchange for loans from the Commodity Credit Corporation. 34 This

price-pegging policy depended for its success on an established price'

higher than the one created by free supply and demand conditions. The

fact that supply-demand prices were higher in 1933-34 and 1935-36 than

those quoted by the New Deal Agency made superfluous the price-pegging

policy. 35 In the other years of the New Deal, the loans have been

price supporting. In 1935 the supply of cotton in the hands of the

trade in the United States mas the smallest since 1924. Between 1938 and

1939 stocks in the hands of consuming establishments were reduced by

400,000 bales. (See Table VII) This indicates that loans rammed large

amounts of cotton from commercial channels, and it is obvious that such

a restriction had a stimulating effect on the use by foreigners of cot-

tons other than American.

Mr. Bean admits that:

. . .about one-half of the loss in our share in foreign
consumption. . •vould be restored if price relationships
were normal and all government loan stocks were released to
the trade." 36

This agrees with the statement of Messrs. Nourse, Black, and Davis:

rr: In the season 1933-34 the loan mas 10 cents; in 1934-35, 12 cents;
in 1935-36, 10.9 Cents; in 1937-38, 8.3 cents; in 1938-39, 8.3
cents. Quoted from White, B.S., op. cit., p. 274

35. Ibid., p. 274
36. MIT: L.H., "Export Prospects for Southern Farm Products," op. cit.,

p. 18
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• .the recent expansion of foreign cotton acreage is at-
tributable. • .in part. . •to other factors than price, but
. . .it was also stimulated to a significant degree by con-
tinued price-supporting efforts in the United States." 37

The huge stock of loan cotton is certain to be costly to carry and

difficult to sell at favorable prices. In the meantime acreage expan-

sion is stimulated abroad because of American efforts to raise the

price. The loss of our cotton export market is prolonged and the

United States has the added problem of finding employment for displaced

workers in the cotton belt. 38

Control of price and restricted marketing of coffee in Brazil stim-

ulated the planting of coffee in countries outside of Brazil. Now the

control of the world coffee market is lost to that country. Control of

price and the market ruined the coffee monopoly, and Brazil has been

much the wiser for the experience since that time. 39

It is Impossible to force cotton importing countries to take United

States cotton exports at a high price. If they did accept American

cotton on the basis of high prices, there would still be no promise that

the United States would take foreign manufactured textiles or other goods

in exchange. We desire to export raw cotton in return for goods of

our own choosing and we ask that foreign countries take more than they

37. Nourse, E.G., Davis, J.S., and Black, JO., Three Years of the
Agricultural Adjustment Administration, The Brookings Institution,
Nashington, 1937, p. 556

38. Davis, J.S., op. cit., p. 468
39. Taylor, A.E., The New Deal and Foreign Trade, The Macmillan Company,

New York, 1935, p. 248
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want or more than they can pay for. Such appears to be the essence of

New Deal objectives in stimulating exports.

VI • • .we return to the forgotten practice of barter and
hope to swap materials against materials in terms of quotas-
in effect trying to trade higher prices for higher prices/40

40. Ibid., p. 249



CHAPTER III

EFFECTS OF TEE DECLINE IN COTTON EXPORTS

A. General Effects of a Decline in Exports on the
Economy of the Entire Country 

Severe depression losses and adjustments occurred after 1929. Along

with the effects of the depression influences operating within the domes-

tic economy of the United States, there was sharp contraction of the

foreign trade of this country. As the depression spread throughout the

world it produced general international economic chaos. Cessation of

foreign lending by the United States served directly to reduce exports.

From 1930 to 1935 American imports and exports measured in value were

less than 50 per cent of total for the preceding six years. 1 Foreigners

had less United States exchange to pay for our exports. With the cur-

tailment of loans and imports into the United States came resultine low

prices. Cotton surpluses rose and there were continued high tariffs.

The United States has been a world leader in the export of cotton.

These exports have been worth from a third of a billion to a billion

dollars and the loss will be great if this part of the export market is

lost permanently. 2

United States loans have built up a nationalistic agriculture in

foreign countries. As a result of depression there has developed an

1. Lewis, C., op. cit., p. 453
2. "Cotton," FôrtElg: July, 1935, p. 35
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intense nationalism and tariff madness from which no country benefits

in the long run.

Te effect of this decline of imports into the United States is to

reduce exports. There must be mutual confidence for trade to take

placé between countries, and it appears as if it may be a long time

before the United States allows its huge stores of capital to be again

utilized as loans or as foreign ventures. If exports are reduced, work-

ers in the exporting industries are thrown out of employment, and pro-

ducers of the export industries will either have to contract their pro-

duction or seek other channels of distribution. In the case of raw

cotton production the problem is to find domestic markets to absorb the

surplus. A possible solution is to create new consumer demands for the

- product. Another is to promote measures to increase industrial consUmp-

tion. However, since industrial utilization of cotton has ,never ex-

ceeded eight million bales, it is not to be expected that there will be

very early increase of any considerable size. (See Table VI)

A decline in exports forces a larger amount of cotton on the United

States market. If increased domestic consumption cannot take care of

the excess, it is necessary either to carry over stocks until the next

season or to sell at lower prices. Marginal farmers are either reduced

to a lower subsistence level or eliminated when income from cotton pro-

duction is sharply reduced. Inability of many cotton farmers to pay

mortgage interest and taxes is a well known effect of the last ten years

of depression.
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A reduction in merchandise exports also deprives the United States

of its most important means of acquiring foreign currency. A necessary

corollary to this is a decrease in imports. Since about 10 per cent of

all goods consumed in the United States are normally of foreign origin,

a marked decline in our principal export products cannot help but have

a depressing effect on our standard of living,

"There remains ample evidence that agriculture has not main-
tained its relative prosperity in recent years and that the
farming population has not received its proper proportion of
the national dividend. This conclusion is strengthened by
the facts regarding the movement of farm population, the in-
crease in farm indebtedness and tenancy, failure of farm en-
terprises and of banks in rural districts." 4

The Southern region has within its awn boundaries some reasons for

its financial condition. 5 After the Civil War and the freeing of the

slaves, the share system of tenancy developed. This system still pre-

dominates in Southern agriculture. The "cropper" has only his awn labor

and that of his family. Economically he is bound to the landlord and

to cotton. Cotton is a "cash" crop and the individual farmer cannot

cope with the problem of "overproduction" of cotton. The individual

farmer produces more cotton as longas marginal revenue covers marginal

costs. The "tenant's" status is often a hopeless one; but he too is

usually in debt to the supply merchant and the landlord. He cares

3. igure on oreign goo.s consump ion ta en from Garver and Hansen,
op. cit., p. 747

4, Miness Men's Commission on Agriculture, The Condition of Agricul-
ture in the United States and Measures for its Improvement, National
Industrial Conference Board and Chamber of Commerce of the United
States, New York, and Washington, 1927, pp. 130-131

5. "Cotton," Fortune, June, 1933, pp. 28-29
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little to rotate crops. It is usually only the owner-operators who will

rotate crops or grow food for their families. They have cash, but they

are never out of debt. Thus, we see that the South has some problems

to solve in regard to efficiency of production and conservation of the

soil. Although the boll weevil bankrupted many a planter, yet it

delayed "overproduction."

Some blame the old time bankers for the South's troubles; for they

refused to lend on anything but cotton. It is this failure to rotate

crops and diversify them which is a great source of trouble.

"The chief reason for growing cotton largely to the exclusion
of other crops is to be found in the belief of the landowners
that cotton will pay better than any other crop." 6

The trouble with the Southern agricultural practices described above

is that they are carried to extremes, and too much is grown for the exis-

ting demand of the market to handle. The result economically is a

surplus." 7 The grower fails to consider that yield may be much less

than a bale per acre (usually this averages one-third). 8 The price is

very apt to be low if a good crop is made. "Overproduction" does not

necessarily mean that the world does not need more cotton, but only

that the market does not absorb the amount produced at prices that cover

costs of production to a vast number of farmers.

An added feature, already mentioned, is cotton production as carried

6. Brown, H.B., Cotton, McGraw-Hill Book Company, New York, 1938, p. 490
7. "Cotton," Fortune, June, 1933, p. 106
8 , Brown, H.B., op. cit., p. 491
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on in the South depletes the soil, and makes necessary huge expenditures

on fertilizers. Furthermore, if there is a crop failure, the farmer has

not only to pay the loss of the rent on the land, but the laborers and

work animals have to be supported also the year around.

"With the beginning of the depression of 1929-30, there was
a decrease in purchasing power on the part of the buyers of
cotton goods in most parts of the world. This resulted at
once in a decrease of cotton consumption and in an increase
of cotton surplus." 9

The crop of 1931, plus the carryover from the previous year, resulted

in a world supply of forty-one million bales of cotton. The income

from cotton and cotton seed slumped from $1,445,380,000 in 1929-30 to

$483,940,000 in 1932-33. 10 The decline in income, together with the

general effects of the economic depression, caused widespread distress.

The effect on purchasing power of farmers is accentuated by the fact that

prices of industrial products which farmers buy did not fall very much

in relation to the decline in prices and income from cotton.

The National Emergency Council reported that the South's problem is

not so much what the South has as what it needs. 11 People would buy

radios, butter, shirts, and shoes if they had the money.

"The South is caught between inequitable freight rates
(government fixed) which hinder efforts to sell its awn
products to the North and West, and import levies which in
effect subsidize industries in other areas. The Southern
farmer must sell his crops in an unprotected world market,

9. Brown, H.B., op. cit., p. 491
10. See Table VIII
11. "Economic Conditions in the South, National Emergency Council,

from "Number One Economic Problem," United States News, August, 15,
1938, p. 9. (A summary of the Council's Report.)
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but must buy his goods at prices protected by tariffs." 12

Nearly two million Southern families are dependent on cotton; pri-

vate cotton loans are at high interest charges only. This is one reason

why many Southern farmers have been forced into tenant status. To make

matters worse, while farmers grow more cotton and tobacco and cotton,

they grow less than one-fifth of their food. 13

The South has advantages of accessibility and good transportation

facilities which at one time constituted a superiority in the market-

ing of its agricultural products. These factors, however, have been

outweighed by the ravages of the boll weevil pest which has reduced

production per acre, caused a greater cost per pound of lint, and re-

duced the length of staple. Quick maturing, short staple cotton can be

harvested before the weevil can spoil it. A government survey in 1930

revealed that in 1929 there were three million bales, or one-fifth of

production, with fiber so short as to be	 • .non-tenderable in fill-

ing futures contracts." 14

Today a much smaller part of the farmers' income is produced on the

farm. Manufactured foodstuffs and other commodities are produced by

city workers. 15
 

For this reason, it does not follow that a rise in

money income to the farmer means a relative increase in prosperity.

As a source of income and employment opportunities, agriculture

126 "Number One Economic Problem," op. cit., p. 9
13. Ibid., p. 9
14. "Cotton," Fortune, June, 1930, p. 71
15. Business Itents Canmission on Agriculture, op. cit., p. 58
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has been declining in relative importance. 16 The states with extremely

low per capita income are those of the South. Here it is that the dec-

line in agriculture has become a national economic problem. In North

Carolina, South Carolina, Georgia, Tennessee, Alabama, Mississippi,

Louisiana, and Arkansas the per capita incomes in 1929 ranged from

$275 to $375 as compared with a per capita income in that year of $650

for the country as a	 17whole.	 Slaughter states that the reasons for

the law per capita incomes are: negroes, whose productivity is low,

cheap living costs in the South, and a large proportion of the workers

in the wage-earner or common laborer class. Lower living costs in the

South do not compensate for lower money incomes.

Although agriculture ranked fifth as a contributor to production

income in 1935, it was not the large group of farm families, the tenants,

who benefitted from this, 18 The net income of entrepreneurs was the

largest item. Of the farm products produced, cotton was one which pro-

vided an unstable income relative to the income from many of the other

farm products.

The cotton farmer's income has been reduced considerably. According

to revised estimates by the Bureau of Agricultural Economics, income

from cotton and cotton seed was about 960 million dollars in 1937,

16. United States epartment of Commerce, Bureau of
Commerce, National Income in the United States,
1936, p. 60

17. Slaughter, J.A., Income Received in the Various
National Industrial Conference Board, Naw York,

18, Ibid., p. 86

Foreign and Domestic
1929-35, MashinEton,

States 1929-1935,
7777p. 17    
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947 million in 1936, and 484 million in 1932. (See Table VIII.) The

average income for the pre-war years w	 19as 831 million dollars.	 The

income from cotton fiber in 1937 was 796 million dollars as compared

with 764 million in 1936. This was over seven times the amount of the

pre-war average of 86 million dollars. 20 However, the trend of income

is declining in the cotton producing industry, and its effect is to

produce widespread distress. In 1938 cotton seed value was the lowest

since 1933. Cotton lint value was also the lowest since 1933, and the

aggregate value of the cotton crop was worth less by 230 million dollars

than the same figure for 1937.

It is necessary to observe that in 1932 the income from the cotton

crop was much smaller than in 1933. Although the income for the latter

year was not large, it represents an - increase which was substantially

contributed by the first year of AAA operations. 21 Subsequent gains

in income up to 1938 are attributed to the presence of AAA operations. 22

However, it is difficult to estimate the gains over the incomes which

would have been received had there been no cotton program * It has

been estimated that gains attributable to the program during the

period 1933-35 were 780 million dollars. 23

The South is largely dependent an agriculture, with cotton as the

19. Stine, 0.C., Cotton Farmers Income Reduced, United States Depar
ment of Agriculture, Bureau of Agricultural Economics, Bulletin-1,
Volume 22, pp. 10-11

20. Ibid., p. 11
21. Ta7-Ts, J•S., _a. cit., p. 260
22. Nourse, Davis, and Black, op. cit., p. 300
23. Ibid., p. 301
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TABLE VIII

AGGREGATE VALUE OF COTTON LINT AND COTTON SEED
IN THE UNITED STATES, 1920-1938*

Year

Aggregate
value of
cotton crop
in thousands
of dollars

Total value
of cotton
lint in
thousands
of dollars

Total value
of cotton
seed in
thousands
of dollars

1920 1,204,230 1,067,240 136,990
1921 780,190 675,630 104,560
1922 1,267,460 1,117,060 150,400
1923 1,645,220 1,455,170 190,050
1924 1,767,230 1,561,010 206,220
1925 1,797,840 1,577,480 220,360
1926 1,293,230 1,121,110 172,120
1927 1,515,000 1,308,040 206,960
1928 1,528,920 1,302,030 226,880
1929 1,445,380 1,244,840 200,540
1930 794,780 659,000 135,780
1931 556,040 483,680 72,360
1932 483,940 424,060 59,880
1933 746,047 663,559 82,488
1934 744,617 595,620 148,997
1935 734,419 590,104 144,279
1936 946,795 764,467 183,328
1937 960,942 796,566 164,374
1938 629,459 513,761 115,698

*Data Reproduced fram:
United States Department of Commerce,

D.C., Government Printing Office,
Bureau of the Census, Washington,

Bulletin 176, p. 16 (Printed in) 1939
Bulletin 175, p. 16 " 1938
Bulletin 173, p. 16 " 1936
Bulletin 169, p. 24 " 1932
Bulletin 164, p. 20 " 1928
Bulletin 156, p. 20 " 1925
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leading product. Inasmuch as it has been able to retain few of the

benefits of the development of its natural resources, it would prosper

if in same manner it might gain the money and credit to develop and

purchase them. The one-crop economy started in the 1800's seems by

tradition to provide constant trouble for Southern farmers. In 1937

the average income in the South was only half as much as the average

'fer the entire country. 24 IfSouthern prosperity did not depend so

largely on cotton, it might be able to acquire some degree of pros-

perity. Diversification of crops should provide a means of supporting

the South when cotton prices are depressed.

The South has had to buy everything it wears. All the implements

it uses are in a tariff protected market, while its revenue comes from

free trading with the world. 25 To overcome this, the South has gradu-

ally established its own mills, but Southern tradition is agricultural,

not industrial.

Cotton has suffered since the Mhr. From 1909 to 1913 the agricul-

tural section of the United States population received 16 per cent of

the national income. 26 In 1929 it received approximately 10 per cent;

in 1930, 8 per cent; in 1931, 7 per cent; in 1932, 6 per cent; in 1933,

6 per cent; in 1934, 8 per cent; in 1935, 10 per cent. 27

24. National Emergency Council, Report to the President on the Economic 
Conditions of the South, Whshington, D.C., 1938, p. -27

25. "Cotton," Fortune, June, 1933, p. 108
26. Ibid., p. 108
27. Slaughter, J.A., op. cit., pp. 42-48
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It has been difficult for the cotton farmer to readjust as easily

as industry. In 1933, he was still laboring under a debt which he in-

curred as a result of the World Mar expansion. 28

In comparison with other occupations, farming is at a peculiar dis-

advantage in two other respects. First, the demand for farm staples

is unusually inelastic, so that a given expansion of output tends to

bring about a greater than corresponding fall in price. In other words,

a large crop does not promote the farmer's prosperity. Second, output

is difficult to control. This is, in large part, because of yield

variations due to variations in weather. 29 Farmers are noted for being

non-cooperative. Lack of orderly marketing may throw so much of the

crop on the market that prices will be depressed more than they would

be if some were held back. This does not indicate approval of the with-

drawal policy as viewed by the New Deal. It merely is used to show that

efficient and cooperative marketing and production methods would go a

long may toward reducing the problem in the South.

The boll weevil bankrupted many a planter; yet it delayed over-

production. The latter word means, in this case, production of so much

cotton that its purchasing power is reduced in relation to other goods

on the market. 30

The period 1886 to 1895 was one of law prices. (See Table I)

28. "Cotton," Fortune, June, 1933
29. Knight, B.W., and Smith, N.L. Economics, The Ronald Press Company,

New York, 1930, Volume II, pp. 530-534
30. Brown H.B., Cotton, McGraw-Bill Book Company, New York, 1938, p.493
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Hammond attributes this to overproduction. 31 This was the time when

Texas and Oklahoma were being opened to cotton production. War activi-

ties brought an apparent overproduction in 1914. Hostilities inter-

fered with the marketing and exporting of this record crop. The depres-

sion of 1929-1930 caused a decrease in purchasing paver. The decreased

consumption and resulting increase in surplus may be called averproduc-

tion. 32

Farmer purchasing power depends largely on sales value. The Agri-

cultural Adjustment Act viewed the purchasing power of farm products in

terms of unit prices, instead of the product of volume and unit price.33

In this respect, the effect of the AAA programs was to reduce business

activity rather than stimulate it. There is good reason to contrast

the businesses which depend on farm output and those which depend on

farm purchasing power.

• • • first. • the prosperity of only certain industries
is intimately dependent on the farmer's financial condition
and the welfare of a larger section of industry is dependent
more on the farmer's output than on his income; second,. . .
the variations in the industrial and financial activity of
the country are real and Important elements in the farmer's
well being; and third,. . •the factors which make for agri-
cultural depressions, particularly overproduction, may have
a temporary stimulating effect on national prosperity and
the factors which give the appearance of agricultural pros-
perity, such as relatively high farm product prices, may help
to bring on industrial depression." 34

31. Hammond, MO., op. cit., p. 171
32. Brown, H.B., op. cat, pp. 493-495
33. Davis, J.S., op. cit., p. 338
34. Davis,	 op. cit.,Quoted from L.H. Bean, "Post...Mr Interrela-

tions between Agriculture and Business," Proceedings of the Second
International Conference of Agricultural Economists,
Wisconsin, 1930, pp. 178-97
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The purchasing power of farmers in relation to industry is important

to those consumer industries which depend on the farmers income as

well as other income for their prosperous existence. Many fabricating

industries depend for their prosperity for the output of the farmers'

production. Thus, we see that if the farmer is obtaining high income,

through favorable farm prices in relation to industrial prices, and if

he produces large volumesaoceptable to consuming establishments, the

prosperity is shared not only by the farmer, but by the country as a

whole.



CHAPTER IV

=cm FOR THE FUTURE

A. Permanent Loss of Much of the Cotton Export Market

The price of a particular quality of a given quantity of commodity

in any two important markets cannot, except for short periods, differ

by much more than the cost of delivering the commodity from one market

to another. Such a condition would make a transfer profitable for the

delivery of the commodity from one market to the other. The results

of this transfer would be to increase the supply of the commodity in

the low-priced market and increase it in the high-priced market. This

is a normal function of price adjustment in a free market. 1 When

the supply decreases in the low-priced market, the price goes up, and

vice versa. One market is strengthened and one is weakened by the

movement.

"As long as American cotton is exported to foreign countries
the price in those countries for a given quality must be higher
than in domestic markets by at least the amount of the freight,
insurance, interest, and other transfer costs." 2

There would be no incentive for exporting American cotton if the

difference between our domestic price and world market price were less

than the transfer costs. If the price in American markets is held high

1. Cooper, M.R., "Ally the United States Imports Cotton," United States
Department of Agriculture, Bureau of Agricultural Economics, Bulletin
9, Volume 21, pp. 10-12

2. Ibid., pp. 10-11
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by artificial means, foreigners will refuse to patronize our cotton

market. If the world price is maintained at a level below that which

will cover our transfer costs, then me will lose in the cotton export

market. However, should the particular demand in the foreign market

make a price which is profitable to our exporters, the latter will ship

3regardless of the cost of transportation.

The shift in position of American cotton in world trade appears

permanent. Never again can the United States regain the position it

once held as supreme ruler of the world cotton market. The situation

is similar to one that has developed with another export product. Our

meat 'packers transferred capital to South America and Participated in

the building up of the Argentine meat packing business, because they

were determined not to lose the oppoi-tunity of acquiring a part of

Argentina's potential export market. By 1913 the United States was

practically out of the foreign beef market; the cause"was partly engen-

dered by American companies promoting foreign interests in direct com-

petition with their awn interests. 4

If the United States is willing to share the fruits of its technolo-

gical progress in the farm of improved machinery, and share the results

3. In like manner, a demand on our market for the quality of foreign
staples makes a price which is profitable to foreign exportera
regardless of the cost of delivering the cotton.to this country.
This accounts for the importation of cotton into the United States.
These equalled 253,000 bales in the period 1936-37. Information
from Cooper, M.E., op. cit., p. 10

4. Bean, L.H., "Trends in Cotton Production and  Consumption," op. oit
pp. 485-59
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of its agricultural research in the form of improved seeds, and if it

sends managerial talent and capital to develop foreign enterprises, haw

can it expect to curb an expansion which is hurting its cotton market?

Contraction of foreign cotton production and curtailment of the expand-

ing use of foreign-grown cotton is a further impossibility because of

the increasing amount of governmental interference with economic activity. 5

Of course, it cannot be said that the United States promoted cotton grow-

ing as it promoted meat packing. Other factors such as the boll weevil

plague caused high prices and in turn stimulated foreign cotton acreage

expansion. No one factor is directly responsible, but the point is that

the problem cannot be solved simply, and the best approach is to proceed

with the understanding that we in the United States cannot cause con-

traction of foreign cotton acreage and foreign cotton exports by such

comparatively simple measures as low price competition.

B. Factors in the Outlook for Cotton Exports

International Trade Policies of Certain Countries.--Trends in the

international trade policies of the world have an effect on our export

prospects for cotton. For example, Japan exerted pressure on China to

impose tariffs on foreign cotton because the former feared the competi-

tion of Chinese textiles in Southern Asia. 6 China has always consumed

a great portion of its own production, and the added impetus created

by Japanese demands have expanded production and acreage. However,

• 33"

6. "Cotton," Fortune, 1935, p. 40
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advances have been more or less nullified by the Chinese-Japanese war.

Nevertheless, the Chinese tariff tended to restrict our exports to that

country. The Japanese purchased all their cotton from either China or

India which also restricted this market.

Brazilian cotton acreage expanded during a low price period. The

causes were: depreciation of the milreis, low yields per acre in the

country, and high tariffs on foreign importations. 7 To continue the

the expansion the government devalued the currency and by exchange

devices kept the price of cotton to producers in Brazil at or above the

pre-depression price. In the 1920's the price of cotton in Brazil

fluctuated with the price of cotton in the United States, but after

1930the price in Brazil has not followed prices in the United States.

Another commercial policy was that followed by the British Cotton

Growing Association and the Eapire Cotton Growing Association. A fine

example of their development is found in the Sudan. The Association

trains men in biological research and advises on transportation. The

purpose was to develop sources of supply of raw cotton for the British

Isles.

Russia has exerted effort to achieve efficient production of cotton.

The results have been to give that country a large degree of self-

sufficiency in cotton. Russia has made no effort to produce cotton

for export.

Germany has made extensive use of barter agreements. This policy

on,	 ortune, Ju
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was developed because of scarcity of foreign exchange and with the idea

of conserving what little gold there was in the country. A second pur-

pose was to regulate the tastes of the people in her regimented economy

so that materials of war could be imported. Also, Germany mas a leader

in the production of synthetic fibers that served as substitutes for

cotton.

Foreign Trade Policies of the United States.--Trends in the trade

policies of the United States have produced an important effect on the

cotton export market. One of the most important is the tariff policy.

The Smoot-Hawley Tariff of 1930 prohibited a large volume of imports.

Imports are important to this country not only for the utility of the

goods offered, but to create foreign exchange with which foreigners

might buy our exports. Before the United States became highly indus-

trialized, its exports were chiefly agricultural raw materials. In

1850 these consisted chiefly of cotton, tobacco, and wheat. 8 In

1930 machinery, petroleum products, iron and steel products, and auto-

mobiles were on top of the list along with tobacco, wheat, and cotton.

The change in the character of important exports suggests the industrial

advance of the United States. Exports were taking the form of mass pro-

duction goods. Imports in 1930 included silk, paper, and rubber and

practically excluded cotton and wool manufactures. Imports have taken

on the aspect of raw materials necessary to maintain our standard of

living, and they are products which are not easily obtainable in the

8. Garner and Hansen, op. cit., pp. 648-650
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United States.

The above resume throws light on the fact that it would be sensible

to remove tariff barriers for the benefit both of the United States and

of foreign countries.

The United States has become a great trading country not because of

a protective tariff, but in spite of it. Proof of the benefits of free

trade may be found in the lack of barriers between states in the United

States. Our high standard of living, high wage level, and large-scale

machine system of production are furnished only because of the free

9
and easy movement of the factors of production.	 For over a hundred

years the South exported agricultural products that could well compete

in foreign markets. Naturally it favored free trade in opposition to

the high tariff sentiments of other regions of the United States. The

tariff policy of the United States has been based largely on the argu-

ment that it protected and stimulated industry. In the case of England,

the arguments have been just the opposite. In that country, it was

agriculture that "needed" protection. 10

A gradual reduction of the tariff would work no hardship on industry

as a whole in the United States, but established tradition will make it

hard to remove these trade barriers. Meanwhile damage has been done to

agriculture. Tariffs do not facilitate the export of farm products;

rather they hinder exports of farm products. It is the imports of a

9. Garver and Hansen, op. cit., p. 57
10. Garver and Hansen, op. 7.17., pp. 658-60
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given country which furnish the means by which other countries may

11buy from that country.

The fact that the United States was a debtor country before 1914

made it possible to maintain an active merchandise trade; but after the

World War, our position changed from a debtor to a creditor country,

and we consequently needed more imports to furnish foreign exchange for

our trade transactions. Increased tariff restrictions in 1922 and 1930

checked or reduced imports. The situation was not acute before 1929

because the United States had been making long-term loans to foreign

countries--a carry-over process from  the World War which disrupted

foreign financial markets. With cessation of foreign loans in 1929

and the depression following 1929, it became difficult for foreign

countries to purchase American exports.

Prospects for Reduction in Production Costs.--The prospects of

reducing costs of production of cotton in the United States appear

bright. Mr. O. Max Gardiner says that we should recapture the world

markets. 12 The deterioration of American crop quality is considered

by him as one of the reasons for the increased and carefully calculated

competition of the foreign producers. Another is that our cost of

production is too high. NY. Gardiner sets the example by instigating

efficient production in his awn Cleveland County, North Carolina.

This county is now famous for its world's record of 64,000 bales from

1. White, B.S., op. cit., p. 270
12. "Long Live the KilliT;" Fortune, June, 1930,,p. 35
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79,000 acres. These farmers are going at the problem scientifically.

Grade, volume, and price must fit the needs of the market or else the

United States cannot expect to fill them. Neither can the United States

expect to fill the needs of the foreign market unless it follows these

same principles.

In answer to the cry for quality, plant breeders in this country

have developed high yielding, longer staple varieties and farmers have

been encouraged to plant them.

"The Agricultural Extension Service in some of the States
has promoted the planting of better seed, as have seed breeders,
farmers' organizations, and others. The promotion of one-
variety communities by the United States Department of Agri-
culture has played an important part in quality improvement
in some parts of the Belt." 13

Improvement in the quality of cotton is a slow process and is much

more complicated than in wheat production. The latter makes use of

efficient power operated machinery. Improved varieties are produced by

scientists with regard to yield, quality, and resistance to disease.

Also, the wheat flower plant is fertilized with its own pollen. It is

thus simpler to maintain variety. Cotton shows deterioration if it is

away from the breeder's care for more than two years. 14 Cotton growers

can take the cue from wheat men to use rigorous care in the use of seed

for planting and greater efficiency of labor in the cotton productive

process. Undoubtedly there is little change today from the figures of

Ro inson, C.H., Qua ity Improvement of American Cot on	 Uni e
States Department of Agriculture, Bureau of Agricultural Economics,
Bulletin 2,Volume 23, February, 1939, p. 18

14. "Long Live the King," op. cit., p. 74
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1930 which show that labor cost mas 70 per cent of the total cost of

producing cotton, and this was largely hand labor. 15 As a result it

is difficult to develop technical methods of production which will result

in a quality product raised at a profit, but still at a price low enough

to discourage foreign competition.

In an effort to promote better seed and better quality cotton, the

Agricultural Extension Service, seed breeders, and farmers' organiza-

tions have cooperated to see that crops of greater staple length may

be grown. The Bureau of Plant Industry has established one variety

communities. Cooperative marketing associations have been able to ob-

tain differences in price for different staple length. This furnishes

an incentive toward producing better quality cotton. Quality informa-

tion on individual bales is furnished by the Bureau of Agricultural

Economics in order that farmers may make comparisons of different vari-

eties of seed. 16

The prospects of reducing costs of production in Russia indicate that

the people of that country are in a good position to supply their own

cotton at no risk from outside markets. Only government authorized

seed is allowed for planting, and thus, there is a high standard of

quality in seed. The main problem holding back development is lack of

15. Ibid., p. 74 The proportions of labor cost vary among the different
producing areas. Labor costs are lower in the Mississippi Delta and
in the Western cotton producing areas where mechanized farming is
practicable.

16. United States Department of Agriculture, Bureau of Agricultural Eco-
nomics, Volume 21, Washington, Government Printing Office, 1937,
Bulletin 7, pp. 18-19
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facilities for interregional transportation and trade with the isolated

cotton areas. 17 There is also an irrigation problem which makes it

difficult to supply the growing needs of the population. However, cotton

production has nevertheless expanded, and acreage has increased steadily

since 1930. 18 Mechanization has been responsible for this advance. For

example, it was Russia which made the first great use of the mechanical

cotton picker. 19

China has a problem similar to that of India. Poor transportation,

coupled with the famine factor and the resulting food competition, has

made cotton expansion a slow and painful effort. In 1935 in Shensi

province, cotton sold for one-third the Shanghai price because of the

poor transportation facilities. 20 Small farms create confusion in the

farming system, but Chinese cotton is good and the land yields high

productivity per acre because of crop rotation. Wheat is planted before

cotton and reaped in May and the land is enriched by the process.

Brazil possesses favorable climate and soil and has a potential

cotton belt in the southern portion equal in area to Texas, Oklahoma,

Louisiana, and Arkansas. About one-half of this area is virgin land,

IT.-17(7T-CO777-Fortune, June, 1930, p. 73
18. See Table IV
19. There are no figures to give the extent of the use of the cotton

picker in Russia, To date, extensive use of the picker has not
proven practicable in the U.S.
See Alley, C.A., "The Mechanical Cotton Picker and Probable Land-
Use Adjustments," Journal of Land and Public Utility Economics,
May, 1939

20. "Cotton" Fortune, July, 1935, p. 39
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which requires no fertilizer. 21 Rainfall is plentiful and properly

spaced; there are no freezing temperatures, and the cotton produced com-

petes in quality with that of the United States. Natural advantage makes

low cost production a danger to the market for our cotton.

Egypt enjoys a rich soil and mild climate. The combination produces

cotton of a quality unrivalled anywhere in the world. If the country

could make more acres available for cotton, it could excel in quantity

as well as quality. Acreage limitation prohibits large volume, low

cost cotton.

Uganda needs harbors, roads, railways. Production in Australia

is limited by native laziness. Irak needs drainage and irrigation. 
22

Because of favorable combinations of the factors of production poss-

essed by certain foreign countries, the United States has lost the ad-

vantage which it held for a number of years. We now have to employ

added efforts to reach a cost of production which can compete with the

low cost output of foreign countries. Accessibility, a regular and

superior supply, and favorable climatic conditions have been offset by

the boll weevil, economic nationalism of foreign countries, and synthetic

fibers.

Prospect of Greater Demand for Cotton.--The future of cotton produc-

tion in the United States depends partially upon the development of new

demands. A cotton utilization research program was begun by the Bureau

21. "Cotton," Fortune, July, 1935, p. 40
22. "Cotton," Fortune, June, 1930, p. 80
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23of Agricultural Economics in 1927.	 Its objectives were to develop

new and improved products to increase the consumption of American cotton,

and secure information on prospective uses of cotton. The results ach-

ieved have included new or improved cotton bagging, cotton cinding mate-

rial for bituminous-surfaced roads, consumer packages for fruits and

vegetables, cotton fabric for curing concrete, cotton bags for packaging

raw sugar, and other materials. 24

"No million-bale-a-year uses have resulted from these activi-
ties but new uses have been developed and a foundation has been
laid for an expansion of work in this field by both public and
private agencies." 25

The development of additional uses for cotton is a slaw process.

Prices of the finished product must be low enough to compete with other

materials, and the suitability of the physical product must be proven.

There are two possibilities for a renewal of cotton demand. One is

a greater consumption in the United States from greater general business

activity, another is a greatly increased foreign demand resulting from

an assurance of military and economic peace. 26 The former is a short-

time prospect, and as domestic consumption has remained at a fairly

stable level during the last twenty years, it is not probable that there

will be any future expansion of any consequence. (See Table VII.) Es-

pecially true is this prediction when one considers the slower rate of

23. Cheatham, R.J., "New Uses for Cotton, United States Department of
Agriculture, Bureau of Agricultural Economics, Bulletin 5, Volume
22, p. 22

24. Ibid., p. 22
25. Ibid., p. 22
26. Wallace, H.A., "The South Faces Changing Demands," op. cit., p. 433
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population growth in the United States today.

As for the possibility of an increase in foreign demand, it appears

doubtful whether this can occur, especially because of the assumption

that peace must be assured if the expansion is to be carried out. Further-

more, the synthetic fibers must not make further inroads into the cotton

market if me are to increase cotton exports to foreign peoples.

Mk. 'Wallace admits that although there are backward peoples to be

supplied with more cotton, yet there is only a slim possibility that the

United States can expand the foreign market. Increased consumption in

Russia, Japan, China, and India during recent years has been from cotton

grown by these respective countries. (See Table VI.) Foreign consumption

of American cotton has been declining during this period, and it does not

seem likely that measures can be instituted to check foreign cotton

expansion even if military and economic peace is assured.

C. Summary of the Present Situation in the 

United States and Foreign Countries 

The future outlook for cotton exports is overshadowed by the Euro-

pean War. This means that carryover volume may be expected to exceed

any previous records. By August, 1940, it is estimated that carryover

will approximate the near record stocks of almost twenty-two million

bales at the beginning of the current season. 27 High yields are

27. Rob nson,C.H., F f	 ion Ba es of o ton, nited ta es Iepar
ment of Agriculture, Bureau of Agricultural Economics, Bulletin 11,
Volume 23, Washington, Government Printing Office, 1939, p. 7
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expected this year. These are explained by soil improvement, better

seed, improved cultural practices, less boll weevil damage, and land

better suited to cotton production. 28

Foreign commercial cotton production may be curtailed by war time

controls to increase food production. Acreage reduction will be particu-

larly expected in regions where cotton production is responsive to

changes in prices of food crops in relation to cotton prices. With such

an acreage reduction supplies of foreign cotton will probably be smaller

than previously. The competitive position of United States' cotton may

be strengthened in foreign countries because of the increased supplies

of American cotton this season, and because of export payments and cotton-

rubber exchange. 29

In view of later developments, it is possible to say that although

exports during the first quarter of the current season were 50 per cent

larger than for the same period the year before, war conditions have made

it so difficult to e:port that foreign consumption of American cotton

will not be as large as was expected. Moreover, the increased exports

during the first quarter of the current year occurred largely because

of particularly low stocks in England and because of export subsidy pay-

ments.

Domestic consumption is expected to increase this year because

of the war-time stimulus to industry. Furthermore, the efforts to find

29. Robinson, C.H., op. cit., p. 9
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more uses for cotton and more adequately clothe large groups of people

are taking effect. 30

Foreign demand for United States cotton depends on the condition of

the factors affecting foreign cotton production and consumption. It also

depends on the factors affecting synthetic materials. 
31

The latter have

reduced the consumption of all cotton. Trade restrictions have done the

same thing.

Influences which have caused the substitution of foreign cotton for

American cotton include the increase in textile manufacturing in the

Orient, government promotional policies such as exchange restrictions

and import embargoes, and the removal of a portion of the American cotton

supply from trade channels in order to promote a high price.

The trend of foreign production has increased in response to the

availability of cheap resources for the production of cotton. Foreign

production has also increased because of high prices for cotton crops

in relation to competing crops for the same land and labor. 32 There

were a number of factors responsible for the high prices. One was the

crop restriction and price pegging policy of the New Deal. Others were

foreign government promotion of cotton production, the high tariff policy

of the United States, depreciation of currencies in foreign cotton growing

30. United States Department of Agriculture, Bureau of Agricultural
Economics, Domestic Cotton Utilization Expands, Bulletin 5,
Volume 21, Washington, D.C., Governmen-6-7711Ting Office, p. 25

51. White, B.S., op. cit., p. 274
32. Ibid., p. 276--
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countries, and the shift to the international accounts of the United

States. 33

It is quite certain, in view of the present world crisis, that the

United States must meet disturbed conditions with emergency measures.

It is not to be expected that a policy developed at this time will bring

a permanent solution to the problem of the decline in our exports. In

the long run, however, it seems probable that low-cost, high-quality

cotton may partially renew the demand for United States cotton. How-

ever, government policies can disrupt the effects of price in a freely

competitive market; so the amount of the foreign cotton market which we

regain will depend on both foreign and domestic trade policies. If

economic confidence is restored through peace measures, and if the

synthetic fibers do not make further inroads on cotton, the United

States can expect to see at least some of it cotton export market

restored.

33. Ibid., p. 275
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