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PREFACE

The primery purpose of this thesis wss to familiarise the
writer with some of the factors to bs considered in a study of
wheat prices. It seemed advisable to surwey the subject rather
than concentrate study om & particular phase. Therefore, the
muterial presented herein includes elsments beyond the scops of
strict wheat price analysis,

Consideration has been given to the following topice:
appects relating to & study of prices, csusation of prices, the
m:rieting of wheat, price determination in the marketing process,
whest pricss and the general prics level, develuation and the
price of wheat in five countries, the relation of supply and pro-
duction to price, differential price behavior among the classes
of wheat, seasonal variation in wheat prices, prices of wheat
products, internatiomal trsde in wheat, foreign, sgricultursl
poelicies in regard to wheat, and wheat productiom,
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INTRODUCTION

A study of prices, whether pertaining to an individusl commodity
or & group of commodities, must necessarily recognise certain fupde-
mental conditiens arising from personal or group activity in the
process of satisfying the diversified wants of humen kind, These
nomercus wants sre satiafied by the possession and utilisation of
goods and services.

In our system of matiomal wconomy, private property, smtensive
natural resources snd profit sotivation have led to the developuent
of intricate machinery for the satisfuction of wants. In the process
of develepment, tur ssonowy hes bean transferred from one of barter
to ons of exchengs: The division of labor and smchange economy is
the natural cutgrewth of a desive for ewer increasing efficlency
through the utilisation of specislised mass production.

Economists and businessmen divide the process of production
into the utilisation of four factors: land, lebor, capital und
mansgement, resilting in the production of goods and services. The
division of the results of the utilisation of these factors has long
been & problem of ecomomic imterest., land for its share receives
rent} capital receives interest; laber gels wages; and managesent
takes the prefit or loss as the case may be,

Consumption is the procsss of utilising the products of producw
tion in the sstisfastion of wanis.s Both consumption and produciion
ers necessary for distributiom.
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Soxe goods, producers goods, are used for further production;
they are often called the durable goods. Those goods which wre pro-
duced for comsumption are designated consumers goods. Faum mechinery
is & durable good, while milk, eggs and tutter are sonsusers goods.

The produstion of goods oresates & nesd for distribution in order
that the preduct may be delivered to the polentiel consumer, In
developing an eoffictient systen of distrimtion, 1t has besn necessary
to provide faelilities for contasting buyers and treasporsing the
product.

A condinusus desire for increased efficisncy developed & systenm
of specialised production. Insteud of eash family unit bedng self-
sufficient, ve have attained a degres of specislisation. it first,
this led to the dsevelopuent of a process of harter in which goods
produced by an individual were exchanged for those produced by
otherss The barter system of exchange resulted in sariows difficul~
tiss as our esonomic progress contimued. If, for instanse, an
individual specialising in the produstion of eows, desires a borse,
he must find someone who has & horse and is willing to trade the
horse for s cow. If the horse and cow are not equal in value in the
estimation of the traders, and 1f nothing can be offered "to boot®
to squal the difference, the difficulties are magnified. Cemplica-
tions resuliing fros the use of a barter system in an ineressingly
complex sconomy led to the adoptiem of » swdium of axchange. Instead
of the producer of cows sttempting to find an individusl who desired
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to exchange a horss for a cow, and one who owned & horse of the sane
value as the cow, he would now sell his cow and receive an amount of
the medium of exchange, With this he could buy & horss or sny other
commodity he desired, The nedium of exchange was called money.

¥any different commodities have besn used as money at one tine
armﬁm'; The Indians used wampum and esrly settlers used furs.
In the Virginia celomny, tobuscc was used as money and to contrel its
valus production restrictions were introduced.

To be useful as money, the sommodity so thosen must be of general
acceptability and thus pass fresly from hend te hand. Other gualities
of & good mediun of exchange are, "high speeific value, durability,
valus a8 » commodity, portability, homogwneity, malleability, and
stability and wiformity of value® & If any requisite of & geod mediun
of exchange can be differentisted as most important, stability of
value 1s in all probability that qualidy.

Noney has st least thres luportsnt usess as s measure of value,
as savings snd deferved paymants, and s = nedium of exchange.
Keaping in mind the qualities of a good momey, one oan readily see
the ressens for using the wore valuabdle setals. Severel asstals have
boen used in the past, tut iz modern tines gold and pilver have been
enployed by most nations. Although gold and silver more nesrly
approach the ideal for monsy, thay are subject to changes in value

i/ Ey, Richard T, Outiine of Ecemomics.
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due to variations in their supply snd demand just as other commodities.

As modern civilisation has progressed, other things beside
motallic meney hsve besn developed to faoilitute sxehange. These
instramsnts of eredit have lessenad the demand for setallic moneys aud
m&ﬁymﬁiﬂmomﬁm-

It may be well t0 look ab soms of the ressons for swshange between
individuale and nations. Amomg the reasons, ve find that 4ifferences
in naturel advanteges; climete, Yesources, geogrsphicsl location, ste.,
are important fastors inflwensing the desive te trade. The advantages
derived from the most effietent eombinction of Ahe fastors ia produc
tion are important, as well as those resuliing frea edusation asd
training, Asong other things, variatiens in Vastes, abilitles, and
mtmuafwmxunﬁmummwuﬂm«

mmam&mmnmwmfumtm
and agenciss for the dissributien of goods, imsong the important ones
are clearing housesj commedity, stock, and produse exchanges; interw
nations) beanks and monsy nariteta; transportation ageacies; mmerous
types of middlemens and governsantal promotions of foreign and
domsstic trade, In generel, the cost of distridution 1s the difference
between the price receiwed by the producer smd that paid by the cone
suser. This margin inaludes charges for distributien facilitiss used
to ineresse the value of the commedity.
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ASPECTS RELATING TO » STUDY OF PRICES

The impertance of prioes and price changes is fur resching. Every
hamen being living in the civilised world is affescted by fluctustions
in the prices of gools and services. To the firmer, adverss price
fluotuntions are genarslly u«t the bottom of his serious maledjustments.
The husinessman likewise esn e profit «nd loss in the chenge of
prioss, Yery faw things bave such s genaral affest an the attitudes,
actiens, and well-being of s peopls as @0 prices and their movemsuts.
One veviewing the histery of a netlen s impressed with the associa-
tion of price fluctwations and soonemic welfars, In periads of rising
prices bnginess prospersi pecple are optemisiice sbeut ths future, and
the sconomic probloms vhidh were bundensoms dwring periods of distress
ave hidden, During periods of declining prices busimess aetivity les-
sons, pesainistio attitudes sre notissable, and maladjustments arise.
Irrespective of the causes of prics movesents, the affects on scomomic

Valus, as referrsd to in this study, wesns the ability of &
commodity or greup of commcdities to emchange for other cowmodities.
The value of & commedity is detersined by its smshange comzsnd ower
other goods, Yor emampls, at a partienlar time 10 bushels of wheat
uymfw_umrefm later on, 20 bushels of wheat may
be necessary to exchange for a psir of shoes. Without intreducing
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price, it is evident thet in terme of shoes the velue of whest has
fallen 100 percent, or it may be said that the vslue of shoes in
terms of whest hus incressed 100 perocnt, The supply &nd demand for
shoes in relmtion to the supply and demand for sheat has obviously
changed, Considering omly the exchange velue between these commo-
dities 1t is impossible to determine which has fallen in value and
which has incressed., To determine the degree which each has changed,
1t is necessary o compare wheat's ablility and the ability of shoes
to exchange for other commodities., If later, whest is exchanging for
only one~half the volune of other commodities, it is clear that the
value of wheat has fallen in terms of shoes and other commodities.

If shoes are exchanging for twice the volume of wheat and other commo~
dities, it is evident that shoes have risen in valus in terms of whest
and other commodities.

When speaking of price, ene attempts to measure vslus (exchange)
in terms of the commodity or thing used as money. Price is a ratic or
relative between a given amount of a commodity and the medis used a»n
BONGY.

If the velue of wheat and shoes as discussed sbove i expressed
in terms of money, the result is a price for wheat and a prics for
shoes, The expression of these values in terms of money introduces
another fuetor, the monstary unit.

Prior to devaluation in the spring of 1933, the dollar was an
sxpression of money equal in valus to 23,22 gralns of fine gold, in
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other words, the price of an ocunce of gold was equal to $20.67.

When the price of wheat 1s squal to one dollar & bushel, it means
that at the particular tims the value of sheat is exactly egual %o the
valus of the dollar or 23,22 grains of firme gold (prior to devaluation).
If the prics of wheat changes to §1.50 s bushel, the valus of wheat
is equal to one and ene-half times the wvalue of the dollar. The value
of vheat and the valus of the dellar may both change.

The dellar,in the cass of the United Btates,is an arbitrary nasme
glves to sn anount of the comsodity used as money, The fact that the
dollar and an amoumt of the commodity used as money are the same, or
the fact that the arbitrary name is given by a governmsnt doss not
give the unit o mireculane stability of value. The walue of the dolliar
1s a8 stable as the commodity it represants.

The world we live in is ome of relationships. We think and speak
in terms of relatiwes, ooutinucusly cemparing one thing with another,

Hensurenents are slso relative, Then we say the price of wheat is
low, we bave in mind its prics in relation to some other date or rele=
tive to something eles.

One of the greet advances in recent times in price analysis has
beer the introdustien of index sumbers for the msasuremsnt of prices
and price changes. An index muwber of the price of a given commodity
is a statistical mecpurensnt by which prices at & given tinme are
compared with those at snother time, which is the base period. The
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base period is designated as 100 percent and varistions from the price
in this period are shown accordingly. |

If, for example. the average price of No. 1 Northera Bpring wheat
atwummmmoxmymmﬁnmmmm
wes $1,02 por bushel, and the aversge price im July, 1931 was $0.61,
the indes sumber of the price of sheat in July, 1921 would be &0
(62 102 T 100 = 60), Ralative to the price in July 1910-1914, the
price of wheat in July, 1931 was 60 percent.

An fnden mmber of the prices of s mumber of commodities may alse
be oomputed) each commodity may be given a weight according to its
relative importance, which results in s compesite index, In recent
yosrs almost all sggregate or composite isdesms of prices of many
commodities are weighted by pons messure of velative fmportsncs.

The use of indewes in price work facilitates somparisens betwesn
commodities expressed in 4ifferemt wnits, as well ss eomparisons
betvesn priees of the sane sommodity st different pertods of time or
velued in terms of different units of curremsy. Index mumbers have
linttations and ene sust be caveful mot $0 stiach impordance to one
that has besn imcerrectly saloulated,

Jxons.of Prics Novessniai

There are four types of price wovemsnts comesom 0 most commO-
dities.

1. Semular trend.~ This movemsant i» choracterised by the
smooth, leng-time trend of the statisticsl series: In prices it
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refers % the tendency of a series to exhibit & growth or decline
over & long peried of time. "Such a trend may be in & constent direc-
tien, may change direction st a oonstant rate, ar may be even charac-
terised by atrupt shifts in direstisa or rate®, ¥

Sscular trend in mecsured by fres-hand and sathesatically calou.
lated curves. In & statistical study of prices this tendency for
prices to change over long revieds of tise must be "pliminsted® {I' one
is to study the short-time sovessnis.

The sevular trend in prices my be due %o we csusess (1) changes
in the valus of the monetary mmit, and {2) changes im the value of
commodi ties,

2+ Cyclioal meveneud.~ Thiz movessnt refers to the periodical
_mwmmmuyumuummmmunm«
seriss. Some of the most common emsmples of this are the price oycles
of livestosk, The cyrelical movessnts mey vary in langth but nany
times the changes have been of such regulurity in the past that they
sre worthy of study,

In certaia industriss such as building consbrustiom, sutomobils,
textile and others,therc are definite cyulical mowvesents of activity.
In vhest prices there is littls definite Sendensy for eyclical movement
of the type found in livestoak, but sinilar movemsnts are noticeable
and are seapurved ususlly not by definite periods of time, dut in relstiom
wmnrmwmmm”
T4 T W - "

s Benry Holt mmd Co., New York.

2/ Grewn,R. N, 8ens0na) and Short-Time Fluctustions im Relation te the
4 Whest Price Oycle,Tech.Bul. 39, Esnsas State Rxpt.Statiom, Sept. 1935,
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3. Bhort~Tine or Year to Yoar Novemsnts.~ Price movements of this
type sxe common and sre attributed mainly to the supply and demand
canditions influencing priss. This movement is irregular in its magni~
tuds snd appearsnoe.

Each typs of price sovement is fownd in combinatien with others.
The price of wheat at s particular time is influensed by forces causing
secilar trend, oyclical sovemsnt, year %o year changes, and seasgonal
variation,

The short-tine movemsntis may bs infiluwenced by randem factors such
as wars, strikes, flseds, ets., vhich do not oovur at regular intervals,
This novement i3 the type which lends iteelf resdily %o analysis and
it is ressonable %o balieve that this is a ressen for the relstive
larges amownts of study which it has received.

4. Seasomal Variation.~ Seasenal price wovemsnts are charagterw
ised as those which are found within a twelve montk pericd aod which
re-appear sash year, Certain of the sgrieultural commodities bave a
distinet seasonsl varistisn, Others have litile, if sny, definite
seasonal tendemcies, HNeny of these are influsnced by the fastors
influeneing the yesr to year flustuatioens and the seasonal variations
are deminated by thess movements,

Those commoditiss which exhibit sessonal fluctuations vary grestly
in thelr confermity in individusl years t0 Ahe average over a peried, ¥

! pal Veristions of Prices amd
mua.m Produsts, 19233935, Teohnical
mm m, m Agrisultural Neperinsnt Statiem.



CAUSATION OF PRICE NOVENEWDS

Causes for price changes may be divided into two groups, those
comscnt t0 all commodities as evidenced by changes in the general level
of all prioces, and those relating to individual commodities as por-
trayed by the fluctustions of the price of a partioulsr geed about the
goneral price lavel,

The factors respensibls for movemsut in the fermer ere quite
different from those ecausing the latter, The price of & perticular
commedity is thus affested by tws groups of ferves, thoss causing
tions abeut this lewel. It shewld Do remssbered that these price
making forses #0 not sct separstely, dut are constontly at work in the
deternination of the market price of & good.

The term "genersl pries level” doss w0t axpress a price lewel
soparste and distinot frewm that of the commodities of whiech it is
ceupossd, It is rether a cowpesite of the prices of meny commodities,
ench bedng asted upen by the price making forees, soms of which are
rmmhmmm.urwthmuu&ﬁﬁmw
their affect on individusl commodities. The prices of soms commodities
may e falling, while others ars rising, snd the use of an index
mummmmumxmunmammu
combining of the price changes of individusl commedities.

hﬂmﬁmhmmmmm.mmhnh-n
besn prepared by both public sad privete agencisse YVarieus types of
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eommoditiag have been included and different ssthods of caleulation
used, Usaally a group of commodities which are assumed 0 be Tepresen~
tative of changes in the prics level are chossn snd weighted according
umsxuhﬁnm« To bs repressntative the commodities
included must be of such a nature that they respond to the farees
umxmmv‘mmwmm. The type of prices
wmﬂbawthMrmumtummﬁ
ing the gensral price level, Whealessls pricss, avoordiang %0 some
authoritiss, seen to satisfuctiorily mset this requiresent.,

Among the wholesels prices thers are sertsin ones which, due to
characteristios of predustion end distritution, do mot respond to
forces respousible for changes in the gemarsl price level, In our
present eeonoay, we find in osrtain industries practises which tend to
linit price fiuctuntions in the geods prodused. Instead of the practice
of funoveasing production and selling the predust at a price resulting
numwafmy.mmma’m;mm
trise sduinister s set price and 1imit their preduction to the amount
vhich will be demsnded at this price.
trisl commodition is that of the inflexible csels in produetien. Those
commodities which ave in the process of fabdricxtiem do met fluctuats in
muahumwimummm. As a» commodity gets
closer 1o the ultimste conpumer in passing through processing snd
distribution chennels prics fluctustions beooms less violemt. The stage
of processing 1s lspertant in tending o Jesssn the violenst price
chsuges 30 noticeadble in the rev msterials.
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Contraated with the practice smong certain industries to limit
price fluctustions &s that found in the production of rew asterials
such as agricultursl products, In agriculture, cowpetition is rele-
tively free and no attempt is made by the farmer, other then through
goversnent subsidy, o limit his production. Instesd he triss to
produge s maximm and the result is 2 sule of the pro®uet in & merket
vhere supply, demand sad ether factors flaslly adjust themeslves in
s price, 1In agriculture natural conditions are responsible to a
large swtent for the total preduction of sommodities, especislly in
the cane of graing and othar creps.

Of the index pumbars in common use today $0 measure the general
price m,ﬁtt caloulsted by the Bureau of Labor Ststistiss of the
Uaited Btates Department of Labor is prodably the most widely used,
It includes T84 commoditiee and the prices are those at wholssale,
This index dees not fluctuate as vielemtly as doss an index of basie
comnoditisn. Nemy of the eommodities of which it is composed are of
the "sticky” dype, and ave not greatly influenced by changes in the
value of momey. During periods of rising prices, basic commoditiss
inoreass in prics wore rapidly than all commodities, and in & period
of declining prices, basic commoditfes fall more rapidly than all
Mﬁngv
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The price lewel, as well us individual prices, is contimuously
chengings Khen prices rise, the smount of BonEy NeSsssary 40 purehese
2 volume of coumodities incressss., In other words, the ewchenge valus
of money for goeds becowss less. It is ofiem seid vhen prices are
high mmey is cheap, By this is mesat that relative W other commo~
ditles the commedity weed as momey bas beoowe less valuable,

Whaa prices of goods decline, wmore cosmoditiss may be purchased
with & mit of memeys In other vords, feser wnits ars required to
buy the ssse ameunt of geeds. The comson sxpression becowss®dollars
sre desr®, The value of the commodity used as mesey bas increased
relative to other soumoditlies.

The emchange valus of momey is Sims the resiprocal of the genersl
price lavels As the prioe of an individusl ocommodity is the ratio of
the valus of the commodily to the valus of the commodity used as
noney, 86 iz the genarel prige level s retiq of the value of all
conmoditiss 4o e value of that used as monsy. s the supply and
demand for goods governs itheir value, sc does the supply and demand
for money govera its walue, Upon thess peinte 18 is probable that
wost sonetary suthorities agree.

In the statenent that the supply and demand fer money governs
ity value, thare is st least sue word whioh hes been given verying
mwmﬁm. The various theories proposed o sxplain changes
in the valus of monsy have gives verisus inclusions to the term
*noney®.
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Some writers believs that the monsy-efesccount is all important
in any consideration of the value of money. Hopey~ofwaecount, accord-
ing to Doster Xeynes, is that in whioh dedts and prices, as well &
purchasing power, is expressed, He relates that the momey-of-aceeount
is the primary concept of & "theory of mopey®, “Hosey itsalf, namely
that by delivery of which dedi~oimtructs and price sontracts are dis~
charged, and shape of which & starve of purchesiag power is held,
darives 1ta character frow i4s relatiom t0 the money-of-socount, since
the debis and pricss must f1irst be sxpressed in terms of the latter /s
It 1s this latter momey vhieh is used for convenience as & medium of
exchange for spet tveasastions,

Docter Piaher defines meney as "what i3 geserally acosptabls ia
oxobange for geods®, &/ Tuis definition incindes eetusl eash momey,
negotisble instrumenis, other sesns of oredit and anything else which
is gemerally scowpted in business Sransactions, It is this defintition
which is usually Smplied in the pure guantidy theery of momey, os
expressed in the relationship of the quantity of wemey i cireulstion,
1ts velocidy of circulation and the volume of trede.

Doctors Warren snd Pesrsen in their work "Gold and Prices® refer
to money as a aefium of emchange, "Fhetever perforss this fumotion,
doss this work, is money, no nutter whet it is seds of, and no mstter
bhow it came 10 be a medium at firet, or why it contisues to be such.*

3/ Taynes, 3, Wep A Treatise On Nomey, Volume I, Barcourt,Breecs
and Company, iv York.

2/ Tisher, Irving, The Purchusing Powsr of Noney, Masiillam
and Company, Wew York, 1931,



Sometines money ie¢ defined ss siandard money, meaning thet which
is taken as the basis upom whieh 2 monetary system functions, for
example, gold or silver, All cther mousy (that which is generally
accepted besides gold and silver) is then expressed as mere sub
stitutes representing the standard momey and used for conveniemce.

As defined by Professor Kemmarer, “the kind of somsy which
independently esbodiss this unit (monetary) and to which the values
of the other kinds of mouey are assinilated or adjusted is called the
thv.'VmMMmummmwnw
moneys Tirst, cowmodity mowsy, that which has & commodity value and
s noney valus practically the ssme) secend, standard fiduciary ncuney,
that which has & weney valne greatex than its Mityvﬁufg and
last, mtmmmumammmmwwﬁ‘am
noney valwse

nwuummamsmummm:amu
review of the proposed theories for esplaiming chenges in the wvulus
of money, it seems advisable to memtion a few of the most important
points in conneetion with certein ones.

wym,mwmmmumzmm
éim:m‘mmm#mymw“uudmauﬁ
disagreemant smong many econocuiste, Although this may be true, a
grest masber of sinor details are contimuelly being interpreted

M’ M i[o, “;:m Coy, New York, 1937.

16,
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differently by various mem.

JhaSusntitx Theaxy

mwuwmmormynmmrmmt:ntm
and interpreted by Jobm Stuart Mill, who collected the 1deas of the
sariiest writers and formilatos Saem 1ato & definite statesent. The
following is & guotation from his werk. 'Itnﬁm%mﬁtye:
goods on sale and the mumber of tises these goeds are resold, to be
fimed qusatities, the value of meney will depsnd wpem 1te quentity,
tegother with the everage wumber of tines such pisce cheages hands in
the process. The whele of the goeds seld (comting esch ressle of the
sane goods as 50 mich added goeds) huve Deen emchanged for the whole
of the money, miltiplied by the musber of purchases wade on the
aversge by esch pisce. Oonsequenily, the smoust of goods sad of
transactions being the same, the velws of money is inversely as its
quantity miltiplied by what s salled She rapidity of etreulstion.® &

In the form of an eyuation this 13 redused to UV = PY, were M
1s the quantity of momey in the sommmity, ¥ is the velocity of
ciroulation, P s the price level and T is the totel amoust of goods
sold, : |
Doctor Irving Pisher in his bosk on *The Purehasing Fower of
Honey® has develeped & mor> dstailed explsnsiion of ihe quamtity
theary 14 rigard to the value of mineys He emumarsies five proups
atwmmwmmmmafm;w,

/ 111, J, Btuart, Priscip bolitical Economy, sdited by W.J,
Ashley, m,mmm.,mm&,w&%
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its welocity of circulation, deposits, their velocity of eirculstion,
and the voluse of trade." Thelr relstien in the form of an equation
is MY +USY® u2p q, In this squation ¥ 1s the amount of mmey; V
its cirsulstion, N' the smount of deposits, V' their eirvewlation, p the
prics of s good and G the suantity exchunged or Ahe voluse of trade of
the goodle X is the summatien of all the individual p times Q trans-
actions. In his smelysis of the equation and i%s components, Doctor
Pisher concluded thet the welume of eredit funds (W') has & relation-
ship to the weluss of coln or legal tender money expressed as M, that
the weletity of cireulation of money and Geposits tends to increase
with an inerease in the volume of trade (2), and say twe or more of
the five fasters "may be indirestly related Dy virtue of being depen-
dent on a commen cause oF esuses.”

Ancther theery, which hus besn proposed by wvartous men since the
days of Alfred Mershal, is thet of cash balances. This theory is
ginliar in many respecis to the quantity Sheery, except that special
enphasis 1s placed on the demand for monsy rether than {ts supply.
mmmwmmmmmtmumwwmm
for people to hold money hins the grester affect, In contrast to the
mﬁtywmrmmumm‘mrmnﬂammm
indirest demand for goods, depends upcn the total smount of stocks of
maney hald by infividuals, Whils the quantity theorists begin their
sxplasation of the value of momsy by the asount spent, the believerr
in the theory of cash balaness begin with the money that was mot
tut held as reserve purchasing power, |
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According to this theory the price level is dependent an twe sets
of forces, the amount of cash balances and the qusatity of reel
balances. By cash balances is meant the money which may ba created by
banks and held Ly them in the form of depositas, Real bdalances refer
to the amount held by the individusl and depends upen his desire to
withdrew or sake deposite and boxrow, The volume of cesh balances
depends upon the sction of the bankers and the real balunces are

"The price level is the resultant of the two sets of decisions
and is mecsured by the ratic of the velume of cash balances erested to
that of the real bulances arested.” I The velums of real balances
sgain refors to "the smowns of wexlth ferfeited through holding money.*

¥oen the prospess for rising prices is evideat the amount of czsh
balaneess may dedlive due 10 consumars desire % buy commodities instend
of holding meney, IMMhaMfwnfmhwﬁmau
results in peeple postponing buyisg. This may resuls in an inorease
in cash balanees.

The following quotation will give the resder an inaight into the
reasoning behind the theory of cesh bBalances and its relation to the
price leval. %0n the other hand, prices might also be foreed upward
if the desire to hold balances should decline at a tise when the
quantity of momey was constant. Lot us suppose that the average
individusl should decide to reduce his balance fyem $500 to §250, i.e.,

Wy Aiuu Brace and Co.
%‘5 s nmm HBarcours, ’
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from one month's to two week's normal expenditure. Baturslly evary one
wonld immedisntely spend the sxcess of his pressnt balancs, but since
there is no diminution of the quantity of money, these spendings will
antomatically sugment somsbhody else's bahm, who in twm will
promptly spend the excess., Prices will rise wntil, when squilibriwm
is finally resched, the geweral prioce lewvel will bave doubled and the
average cash balance would still be $500, Hut the real balanves would
have been redaced by ome-balf,® 3/ |

2 detatlled wory developed by Doctor J. N. Keynas begins with the
flow of money ineons %0 various mesbers of a community and the way the
income is spent. It has ite basis in a scnsideration of inecoms, invest.
ment and ssvings. Acoording te this development, the general price
level depends upsa the monetary costs of production, plus or minus an
snount found by comsidering the "relative meney values of new money
saving and aev investment,® &/

Triters at vericus times bave shomn the affuct of an increased
supply of gold on the general priece lawel, In recent years reliabls
statistical data have been collested and presented in eufficient
guantity 1o gilve sn adequate pioture of the trus relatienship,

Wmf:éf: Eu-:x of Noney, Gredit and Henkingj Romald Press

3/ Keynes, 7. N,, 4 Treatise ou Money, Volume I, Rarcourt,Brace and
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Pacrson of Cornell University, has been of the most imtarest, The
discussion which folloms is besed principally on the material found
in their beok “Gold and Prices®, 1935 Bditicm, while portions of it
will bs supplemented by infuormation ebtained from ether sources
listed in the bibiiography of this theeis.

Bafore cuntisving with this diseussion, it night be well to
briafly review the mesnings of value and prise, As stated previously,
the value of s comeodity is deternined by its exchenge ecmmand over
.wm«,mmuuanmunhm-ummmu
& good and the value of the commodity used as seney, If the standard
money 19 gold, the price of « partiowlar commodity is the ratio betwesn
its value and the walus of gold,.

Before devaluation in the spring of 193), the dollar contained 23,22
goods was squivalent 10 an exchange of 23.,2% grains of gold for each
dollarts werth of geeds. It mede ne difference vhether monsy or credit
instruments ware used in completing the actual spot transaction; in any
case it was equivalent to the use of slsnderd money (gold). The use of
credit iastrussnts such as notes, chetks and paper curremcy are for
convenisuse and sach represeuts the stendard money. The uae of an
instrusent of oredit, as & substitute, lessens the demand for standard
money; snd under a geld standard iz sisdler to sn order for gold, whieh
in al) probability, would not be cemsmmsted beosuse of modern bemking
mm‘mm«m,mmmwwwmerm
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order that gold may be obtained if desired. As long as the currency

of a country is on ¢ gold dasis, the value of the unit of currency i»

the valus of gold, The valus of the urder {(instrument of credit) would
be the sane as the valus of standerd money (gold).

Ths price of the commodity umed s money is set by govermmsntal
suthority and is diverse from its walws., Its prics states the relation-
ship between the absiruet mame of the mait of momey (dollar, franc or
poind) and the commodity upon whish the monetary systea is based, If
8914 is the standard money them the price of gold is i%s relation to
e monstary wait, Yor instance, prior to devalustion in the United
States ia 1933, the dollar was equivalant to 23.22 grains of fine
gold or an cunes of geld was equal to $20.67, After dewaluation had
been completed, the relstion of the dellar to gold had besn changed
nnd now the dollxr is equivalent to 137043 grains of pure gold or
an ocunes of gold 1s squal to $39,

Insressing or deaveasing the relstionship between the dollar and
gold doss Bot direstly change the value of gold, instesd it changes
the relatiomship Detwesn the quantity of dollars which will exchange
for an ounce of gold. Inoressing the guantity of dolliars whieh will
exchangs for a glven amoumt of gold decreasss the walue of the dollar
in exchange for goods, £he value of gold and goods remeining the same,

is previously stated, the genersl price leval is s ratio of the
supply snd demand for commodities to the supply and demand for momey.
If movwy i3 taken to be standard momey (gold), then the price level
13&0!‘%“«{%0“11“4”?@“»%%{“
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demand for gold:. This is assuming that the relationship between gold
and the monetary unit is mot changed, If the price of gold is changed
another facter is introduced, |

The relation of the world supply of monstery gold to world pre-
duction of goods has been demonsirated by Dostors ¥arren and Pearson,
"For 75 yesrs befove the World War, werld monetary stocks of gold had
to incresse at the same rate as the worid physical volume of produc-
tion in oxder to maintain stable ecommodity prices im England. If gold
stocks imoressed more rapidly then other things, prices rose, if they
increased less repidly, prices fell.® &/ This statement bas besa
substantisted by much data; The seme relationship wes found by J.
Kitchin as reported in *he Supply of Gold Compared With the Prioces
of Commodities®, Interia Report of the Gold Delagation of the Finan~
oial Gomnittes of the Leagus of Nations. This relationship does not
take into acesunt the demewd for gold,

Since the World War, the relatioaship of geld supply to the produce
tion of goeds has not explained all the fluctuations in the general
price level, Docters Warren and Pearson have esplicuted this fact by use
of the demand for gold. Duriag the World ¥ar pericd "most of the coun-
tries of the world discontimued the use of gold snd gaws little attention
to gold supplies. Gold moved to the few places where there was &
mirket for it, Bven the gold that did not move lost value, The reduced
demend fer gold sefe it lose walue, or nade prices riss in a few countries
that remained on the gold basis,® & During the wer pertod there was

1/ Votren and Pearwen, WGold and Prices®, page 9.
ywmmm, %old snd Prices®, pege 10k,




oreated an exceptional demand fer goods, while the warld physical
volume of production fell. Goods were desirsd inatead of gold and
this probebly had soms affect on the relationship.

Another sxplanstion necessary is the fall in prices during the
last decade. During this pericd an exceptional desand for gold was
created by many of the countriss that had previsusly cbandoned the
gold standard but were again returaing to it. In ipril 1924, Sweden
returned 0 & gold desis and #ix of the wost important RBurepesn
nations were again om » gold standard by July, 1928, This led to an
increased demand for gold in order o re-establish and maintain a
currency basis. These couniriss desired to restore confidance in
their currensy and needed %o settle debt balaness; s large gold

Besides an inoressing resuirement for geld by govermments sod
cmtral bamks, private hearding demanded large quaatities, When s
priocs leovel has started to decline, & still grecter demsnd for gold
is crested, When gold increases in value, an imdividml heving
assets in that form realises a profit fyos sppresietim. On &
felling prics lewel geods becoms cheap, and there is a tendency to
hedge against deflation by treansferring to geld.

The geld theory does not attach as much importance to credit as
the quantity equation of exchange. In the former, credit cwerts an
indirest influsnce by lessening the demand for stendamd monsy (gold).
An incressing wiilisation of credit makss possible a more efficlent

2



23,

use of the supply of gold,

Then on ¢ gold atandard thers is a limit to the smount of credit
which may be built on the existing goid base and still meintain specie
payments. Yor example, when credit is the form of paper currency
oxceeds the preper ratie with gold, or vhen the existing retio i»
endangered by a loss of gold reserve, suspensien of specis payments
ultimately results, and until such does ocour ¢ depletion of the
nation’s gold supply will taks places The Gresmback ers beginning in
1861 is an sxample.

Since the World War extrems meladjustments have oecurred in world
sconomic oconditions, During this time maticoelistic spirits hove
growm and selfe-pufficiency has besn desired. The emormous destruction
of property and life during the war left burdensoms debts. Hany of
the Europesa nstions were left as debtors and found thempelves in
difficulty, Steps tekem t0 incresse sslf-sufficiency huve, in meny
instanees, limited trade to a system of burter, The principle of
international treds for mutual bensfit, based partially on the economic
tenst of comparative advantage, has, in many ceses, been dimregarded.

According to one writer, conditions in the world since the Ure:t
War have in & manner resembled thope existing sarly in the 19th
contury, V4

Englapd in 1822 had completely re-established her "sterling
standard® after » suspension of specie paymente in 1797. The

3/ Norgan-Wiebb, Bir Charies, “The Rise and Fall of the Gold Btundard®,
1934, Maciillan Co., Hew York,
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sterling standard was a gold standard in which the pound was tied to
gold at 3 pounds, 17 shillings and 10,5 penve par ounce. KEngland's
importance in world trade and the establishment of a sterling bill
of exschange paysbls in gold led ts the recognition of London as a
wordd financial center,

The sterling bill of ewchangs was sisilar to a postedated check,
If an exporter in irgentins, for instance, shipped a quantity of goods
to an isporter in England, he usually deeired paymsnt immedistely.
Usually the importer 414 not care $0 pay uatil the zoods were received,
Innedists paysent fell wpom an agency (ihe bemkers in foreign exchange)
creatad for the expressed purpose of settling dedts betssen isporters
sud exporters: In the precess the experter drew a bill upen the
importer with his consent, and teek it with the bill of lading and
other svidenses of shipment te the exchange banber who dissounted the
M1l and sede payment V0 the exporter. This bill was them sent to the
bank®s vrepresentative ia Lenden, icoceptance by the importer's agent
resulted in a declarsties that paynent weuld be made in gold or its
squivalont whea the DILL fall dus, Aftar soceptance the bill was
held by the benk®s reprepeniative until dus date snd then settled.

The cleanring house in Loadon seitled ths balances between importers
and axporters. Periodically, the net balasnoe or éifference between
mxmm:mmmmwmuumnm If the
imports sucesdsd the exports gold moved from the country im paymsat of
the difference. The sterling bill of exchange functionsd so effisient~
ly that it was weed to settle trede balances for sll countries. The
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large amount of trade handled in London resulted in small amounts of
gold pussing between nstions. The balances tended to be settled by
added imports for those countries having fawvorsble balsnees, and a
re-investasnt in the debter nations of funds due the arediters.

During a largs part of the 19th osntury, this systes funotioned
muoothly except for thoss tizes when sertain Ruropesn nations had credit
balances. The four largest creditor countries during these pericds
were England, Holland, France and Delgium. The creditor positiom of
England was larger than any of the others, Hollend, France and
Belgium were on a sllver standard, sod thelr debtors who had diffiocul-
ty in contimmously odtaining gold made their final balance payments
in silver at the current rate of exechange. This method was not possible
with England who was on & gold standard,

During this period England was practising a systes of protection,
which tended to exclude goods frem the debtor astions shipping to
England in paymsnt of obligations and for the purchase of commodities.
Preventing debtor nations from paying their balamces with goods
resulted in a constant flew of gold to England. This situation
steadily grew werse, muso, discourage commerss, caussd repentment
in the debtor nations, and probdebly affected the world denand for gold.

After several years, under the protective system, relisf was
afforded when Buglend returned to a fres trade badis. The flow of geld
intd England lessensd and commeres again nrocseded in an orderly
fashion, Foreign countriss wers then in position to purshase Euglish
goods. The recently developed countriss of the Mew World were able to

~
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sel)l their commodities om the English market 2nd obtain the necessary
bills of exthange, which enabled them to pay their ohligations without
havhmhlan.ou.

The sterling standard (a gold standard) funetioned quite efficiemt-
1y as & "two way currency”, bhut when the systea of protestion wes intro-
duced, its use as m internatiomal medivm in the sstilement of debt
balances was disturbed.

Prier to the Ferld War the United Etates was & dedtor nation, that
is, we owed more momey adroad than was owed to us. During the war
period we made large loans to the Allies, & large smount of which was
used to buy goeds in this commtry. Pellowing the wr we contimisd to
mmumummmumummnm
dollars. I idmoet over night the nited Btates changed from s debtor
to 2 creditor matiomn. While we were & debtor nation owing balances
abroad and our oreditors sontimued to acoept payment in the form of
govds, we had no sericus 4ifficulty ia payiag our ehligations,

After 1929 when imerican loans were no longer svailable to the
Buropean natioms, they as debtors had twe possibilities of repsying
their debts and purchasing American commodities, They could make
payment with goeds sad serviees or with gold.

The United States, mnlmonﬂrm&ﬂ,thManwm
of protection in an attempt to excluds foreign comsodities which
night coms into competitien with demestic goods. it first, ths purpose
seemed to be an attempt %o ald our industrial wmits in buillding a strong
foundation, This was probably true im the early years of our natiem

1/ Buehler, Alfred G.- Public Finance - McGraw-Hill Book Co., New York.
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when agriculturs was predominating and industry was in its infancy,
The effects of the tariff in lessening the ability of cur foreign

customars to purchase goods prior to 1929 was counteracted by several
factors, among which were the large loans mede by the United Etutes,

In 1930 the Hawley-~Smoot tariff was passed, increasing the
dmiunyrawmmuuummmumm
United Btates, and obtain credit or money with which te make payments
on their obligatioms and purchase new geods, If goods were to be
MNmummmmmmumm
Wmmmwmuéuppu.

During the pariod 1920 to 1930 the United Btctss had en an aversge
about 39 pereent of the world steck of mmetery gold. ¥ In 1937 vo had
over half the world supply of geld. &/ Gold supplies in our debter
netions were comparatively small, and dsensd nesessary in the restora~
tion and stabilisation of gold curreneies, RXuropean nztiens wers not
as willing to purchase goods or repey their obligations, when a ship-
ment of gold was neosssary. SHome of the dedtor natiocms, finding it
difficult to maks payment with goods, and unwilling to lose all their
gold, turned to Eagland who wae st4ll mainteining a sterling bill of
exchange. These countries dusped goeods on the Buglish market and
m«imhtm&mmMnmum,miebm
turned over to their Americsn creditors. This process snoouraged a
flow of gold frem England to the United States, |

i/ Varren and Fearson, op, Gite, pe 18k

2/ United Btates Department of Agriewlturs, igricultural Adjustment
Administration, Parm Bxports and Farm Imports, G-85-BEevised,
General Information Saries, 1938,
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The following i3 & quotation from the Moitillan Commission Report
Lamued 3o 1931 end giving one insight into the relation between natiens
of ereditor and debtor standing, ¥

*Creditor nations wust, unless they are ready %o upset the
sconomic condition first of the debtor countries and then of themsalves,
be prepared to lend back surplus insteed of taking it in gold., The
first wsasure towards the restoration of the internationsl price level
wust necessarily coms from the crediter countries. It must consist
partly is & grester willingness t¢ led snd partly in o greater willing-
ness to buy. Failing this, the ecrediter coumiries will soom have sucked
in all the gold availsble in the hands of the deblor countries, «nd
this may remult in searious defaulte.¥ Although shis report was issued
ia England, there sesms to be considarwble "food for thought® in its

conclusions,

Besides the effects upem commodity prices ccused by cheunges in
the relation of goods snd money, there are thoss factors which solely
influence the price of the individual good and related commodities
which have possibilities of substitution. Of these factors, supply
snd demand are the most impertant. he supply of and demand for »
particular commodity bas an influence, which,durisg a period of stable
prices, accounts for most of the fluctustions in price. ¥When the
gensral price level 7alls rapidly, as im 1930, the affect of supply

1/ Bes Horgan-Webb, Sir Charies., op. cits Pe 5
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and damand for a good is dominuted by the chunging price lavel of all
commodities (chenges im the value of money).

The price of an ﬁdiﬂm commodity tends to move with the gensral
price level, the extreme fluctuations away from it showing the influsuce
of supgly and danand, When the general price level falle, the price of
a basic commodity will fall as nart of it, tending agsin to fluotuate
about the generel price level at s lower plans,

& stable gensral price level would not elisinate price fluctustions
of individual commodities, but would minimise them by eliminating the
individual price fluctuations due to changes in the valus of money,

The residual fluctustions would be related to supply and demsnd conditions
for the particular good.

Price momentum has an influence on individual commodity price chunges.
Price momentum refers toc the price fluctustions caused by buyers and
pellers in determining the merket price of s geod, Buyers snd sellers,
especislly in thoss commoditiss handled on organized exchunges, ars
alwayns trying to estimate fundamental price determining conditions. In
their attempt, price momentum iz created,

If & short supply ir expected buyers and sellers bid and reject
with this ides in mind., There is & tendency to increase prices more
than fundamental conditions justify. When the error is noticed prices
fall, but balow that which would be expectad. This continuous over
and under shooting finslly results in s price balanced by fundamental
conditions, The tendency for prices %o advance mors and fall more then
conditions warrant is called price momentum.
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Various meanings and references have been msde to the term
*surchasing power®?, Purchssing power t¢ sows people is demand for
goods. To others, it is often thought of as the juantity of money
which a person can offer for goods, 7To still others, purchasing power
snd the quantity of womey which mey be offered are not synonomous, but
that purchesiag power 1s demand for goods, effective by possession of
weelth and geods which wmay be sxchunged. They seem to think that the
quantity of money, momey being only a medium of exchange, doss not
affect the purchasing ability, although necessery for exchange trans
sctions, but that the goods and property or osnership of weslth is
one's truwe purchasing power,

Purchasing power may be thought of as the abllity, in terms of
price, of one or a group of coumodities to command by exchinge another
soamodity er group of comaodities. If whe:t 1s selling for & high
price as during the war, without & compsrison %o other commodities,
ene night think the purchasing power of wheet had increased as much
as the price. However, cther commodities slso sdvanced and the true
purchasing power of wheat would not be indicated by its price.

To obtain the purchssing power of whest in terms of all me—
dities, one must divide the price index of wheat by the price index
of s1l commodities. Yor emmmple, the price index of wheet at a
particuler time may be 180 and the index of the prices of all commo.
dities 175« 7o obtein the purchaping power of wheat in terms of all
commodities, the 180 {s divided by 175, which resulis im an index of
purchesing power of 103, To obtain the purchasing power of wheat in




terms of basic commodities or the cost of living, s similur procedure
is followed, To eliminste changes in the walus of money, which is
sonetines celled defl:iting the price to a level when money had the
sane purchasing power as in the base period, the index mumbers of the
price of all comsodities is most commonly used. In this study, wless
otherwise stated, purchesing power was computed by this method,

This attempt to eliminste changes in the walue of the monetary
umnit tends to show those price fluctustions dus to supply and demand.
¥hile there is a tendency for this to result, it ip assumed that en
index of the prices of sll commodities accurately measures chenges
in the value of money, which is questioned. i prics index of hasic
conmodities would probably show thess changes more accurately. The
index of prices of all commodities is heavily weighted with men fac.
tured products which belong to the Ssticky price® group, and do not
respond resdily to monetary inflummces.

33.



THE MARKETIRG OF WHEAT IN THE UNITED BTATES

With the exception of holiduys, whest is bLought and sold every day
of the year, In this discussiom, special referencs is givea only to
those sreas in the United States wbere whest production is important.

The first step in the marketing procesas is the movement of the
grain from the farm to the local comntry slevator, The couniry ele-
vator contains storage bins in which the grein 1is placed until it is
again moved towerd the terminsl market. Country elevators are located
nesr railroad facilities. In certain regions, wheve wheat production
is important, 4 to 6 elevators may be found in s town of 1500 popule~
tion, esch having a espacity of areund 40 te 60 thousand bushels. In
reoant years most of the farm to elevator huuling has been done with
motor trucks., Befors trucks could be successfully used, most heuling
was done with horses and aules.

Eased upon ownership, there are three typss of country elevatorss
first, the cooparative or farmer's slevator; second, the line elevutor;
and third, the private elevator. The cooperative or farmer's elswator
is ovned and managed by s cooperative associction of local producers.
The line elevator is owned and controlled by a company, usually located
in & large terminal market. The company usually owns many of these
slevators in the wheat aress, and thus the nsae "line elevator.® The
elevator buainess is often only a part of the company's interest in
the grain trade. In addition, it usually has brokerage offices, member-
shipe in commodity exchanges, and perticipates in other tersinesl market
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sctivities. The private slevator is owned and opsrated by private
individuals,

Upon receipt of the grain at the country slswatosr, ¢ sample is
obtained from each truck load. These are graded according to definite
standards set up by the United States Ursim Standards ict, The wheat
is given a claps differentiation, sn appropriats subecless and o
numerical grade, After grading, the grais is placed ia storege bins
with grais of like quality. Often times when alevators are not rushed
with business, they will clean the grein before shipping to the
terninsl market. When & carload of grain of similar grade is received,
1t is shipped to the terminal sarket. Before arrival the grain is
usually graded by govermmmnt licensed imspectors and given an appro-
priste grade.

Tersinal scrkets in the United Stutes are located in large cities.
The most important terminal market for the winter wheat belt is in
Kansas City. The large spring whest markets are located st dinneapolis
snd Duluth, 8t, Louls 1s an importunt murket for soft red winter
wheut, The Chicago market, slthough an important cash-grain center,
roceives 1t outstanding recognition as a mmu sarket, The volume
of future trading om the Chicago Board of Trade is by far more than
that on all other sxchanges combined. In 1929 the Chicsgo Hourd of
Trade accounted for 83,6 percent of the totel volume of treding in
wheat futures on all exchanges. v The wui}stn of setual grain at the

37 toffman,d.Wright, "Future Trading snd the CasheGrain Harkets®,
Ciroular 201, United States Department of Agriculture.
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Chicago market come principally from the other large terminsl markeis
and the grain aress of ststes located nearby, Tho principsl markets
for white wheat produced in the Pacific Rorthwest are found in Sesttle,
Tacoma, and Portland.

Three different types of paule are commonly employed by country
elevators. Consignment consists of sending the grain in carlosd lots
to commission companies at the terminsl merkets. The commission firms
act as brokers for the country elevators and sell the grain to the
highest bidder. In this typs of marketing, the country elevator is
subject to adverse price changes during the period of transportzation from
the local elevetor to the terminal market unless the risks are trans-
ferred. Thess risks, to a large sxtent, may be transferred to
a group of traders on the commodity exchsnge by a process known as
"hedging®. This consists of selling a quantity, equal %o the amount
of actual grain purchased from the farmer, by sale of a futures
contract, and then buying back an equal quantity of futures when the
actual grain has been sold, The extent of hedging by farmers' slevators
varies considerably {rom vear to year. In a study Vv conducted in North
Cakota, Illinois, Iowa, Ohio, and Kansss, of the 592 farmers' (coopera=
tive) elevators surveyed, 53.2 percent reported no hedging, 21.3 percent
reported hedging occasionslly, and 25.5 percvent indicated that hedging
was a genersl practice. Among the private elevstors, 35.8 percent
reported no haﬁgihé, 32,1 percent occasional hedging, end 32.1 percent

n’hl, JG‘Q’ ’HW in Gr‘m "dtW', Circmr ROQ 151' gnitﬂd
States Department of Agriculture, 1931. '
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used hedging as a gensral practice. This seeuns to indicate o tendenay
for private slevators to hedge more fraqmﬂy than farmers' elevators.
It is likely that the line elevators hedge frequently. The owners of
the line companies are locatsd in ths terminsl market and have consider.
able interest in the futures market, The consigmuent method of sule is
practiced frequently in certain sress, sspecially in the hard red spring
wheat belt. In the hard red winter sheat belt other types of sules are
sore commonly used,

The second method is sale "on track®™ at the countiry point. In thie
method bide are sent to the coumtry elevators by millers, feed and grain
product manufacturers, and others, offering to ocontract for the purchase
of grain of a specified grade and amount. The bid also comtains
instructions as to losding, billing uud .&u of shipment. When alsvators
at country peints are in position to supply the type snd amount of grain
desired, thess sales frequamtly result in higher prices.

The third method of sale is "to arrive®, In this method "to arrive®
bids are sent out to local country slevators by buyers in the large
markets besed upon prices in these markets. & Thess “to arrive® bids
are definite offers Lo buy the juality and grade of grein required at a
spescified price, billing, and date of shipment. In the "to arrive®
sales 1t is usually the duty of the seller to losd and bill the grain,
The date of shipment may bs Aesignated ss by the 15th of August, by the
1st of August, after fifteen duys from dute, or in some similar manner.

]/ Toffusm, 0. Wright, "Future Trading and the CasheGrain darkets,
Cirenlsr No, 203, United Ststes Department of igriculture, 1922.
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The terminal merkets are concemtraiion polants for grain produced
over large aress which may include several states. They are similear
to the country elevators 1in this respect, except For the sise of the
srea Trom which they draw, Large elevators are located at the ter-
ninal merkets, many having capsacities of over a million bushels. The
grain sxchanges located at the large markets functiom as trading
conterss Usually a portion of the exchange floor contains small
tables upon which are displayed samples of grain takem from cars in
the rallroad yards, The members of ths sxchange representing buyers
and sellars gather around the tebles, and after inspecting the samples,
the buyers offer bids which are scospted or rejected Ly the sellers.
The buyers asy represent comission firms, exporters, terminal elevator
companies, milling companies, and others interested in actusl grain.

S8ince wheat marketing by farmers is concentrated im the fall snd
the grain is utilised over the entire year, some siddleman must store
this grain until {t is needed by nillers. ¥ Although country elevators
store s variable amount from yeur to year, they are never as important
a storage unit as elevators located at the terminel markets, This is
especially trus in the hard winter wheat belt, while in the spring
wheat belt a larger percent of the total erop is stored for z longer
period in country elevators.

The terminal elevator menagements usually practice hedging. They
are not dependent upon securing a profit from s favorable price fluoe
tustion in the relation of cash grain to futures, but deriwe their

1/ See Table 28 for indewss of sessonsl variation of ssles of whest
by faresers,
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income from cleaning, mixing and conditioning grein. They also store
grain for others and in this cuse are classified as a public slevator,

The grain which is not diverted into commercial milling channels
at the primary markets (those located nearest the aress of production)
is moved to the secondary asrkets. Probably the largest secondary
market for whest in the Uniled States is that located st Buffale. The
vheat which i» not utilised at the secondary markets is either exported
or distridbuted vto saallar centers of flour mamulacture.

The milling of wheat into flour is carried on im many cities
throughout the United Bistes, but the largest mills are located at
Hinnespolis, Xansas City, Buffsle, 8t. Louis and Portland. In 1937
there were 16 flour mills in operation at Winneapolis, 11 at Kensas
City, and 7 each at Buffslo, St. Louis and Portland, &/

In importent whest producing regions of the United Btates, the
price guoted and paid to the fxrmer is usually based upon the nearest
terminal market price, It is probabls that these prices pald by local
country elevators are influenced by local supply snd demund conditions,
which cause devistions from the terminal market price other than those
caused by the more fixed costs such as transportation snd handling
charges.

it times the local country slevators msy vary their pricea pald.
They may guote a "card® price which is more than the terminal morket

1/ Fifty-Fifth Anmal Report of the Winneapolis Chamber of Commerce,
m@m", 1937 .



49,

price less cost of transportation und handling. This ie dcnc by
reducing their operating mergins and to obtailn & greater volume of
trade. Although this practice would not be contimued, it doss give
" the eslevators who pay the higher prices an incressed volume of
tusiness at the beginning of the marketing seamos, MNany times when
formors begin to market their grain at one elewvator they continmue to
do so througheut the threshing period, In a country merket having
cooperative and line elevztors, there 1s ususlly & considerable
smount of competition to secure the greater proporiiom of the total
volume of grain marketed.

Parmers a» a ruls do not ship their wheat direct %o the terminal
uarket, zlthough those who have the gusntity to £ill & car and better
than avercge guality sometimes ship direet. Ustally & ferwer havix;g
wheat of poorer gquality receives & better price by mhﬂng at a
country elevator. There seems to be a definite tendency for country
slevators to under-grade grain of good quality and over-grads grain
of peor quality. During certain yvesrs when the erop is below aversge
in quality, a considerable rremium is paid for wheat of high protein
content.

The futures zarket ia important in relation to cush grain pricaa»y
Many people believe the cash price for wheat is determined by the
price of futures., This overlooks the fect that the price of futures
is made by the Tactors determining the price of cash wheat, Fluo-
tuations in the price of cash wheat are similar to chenges in the price
of futures. This is especlally true of the brosd movemsnis. The

o digcupsion on future trading is based upon information obtained
from Puture Trading and the Cashelrain Markets, by G. ¥Wright Hoffman,
Cirenlar No, 201, United States Depsrtment of Agriculturs, 1932,



short-time cheinges of the two are often gquite variable. (Figure 1)
The dats upon which the graph is based were tuken from "Future Trading
and the Cash-Grain Markets® by G, Wright Hoffuan. The futures orices
ware adjusted to overcome the d4ifficulty of continuous breaks in price
ceused by chunges from one future month to the next. The following is
ths procedurs used as related in the sbove mentioned bulletin.

*For this purpoge the December futures price for wheat wew—wsach
year have been adjusted upward or downward by an amount egual to the
average difference prevailing for a period of three weeks at a point
whers the shift from the December to the May future wes made®, Similar
procedure was followed in obtaining the adjusted price for other futures
s0 as to result in & continumous ssriss for each orop year.

3 fu}urn contract 1s & right to actusl grain snd under srdisary
conditions may be converted inte actual grain by either buyer or seller,
Conseguently, the two series of prices move togethmr, Occasionally,
sprending operstions tend to keep the series in preper relstion, If
the price of cash graim, for instance, 1is above 1is proper relationship
with futures, the spreader will sell cash grsin snd buy an egqual amount
of futuress This action on the part of 2 nuaber of traders would tend
to bring the two series back into alignment, After the two series
ware back in their correct relationship, the spreader would sell the
futures he had purchased and re-purchase the quantity of cash grain,

The operstions of the spreader may also be condueted betwsen
different markets and in various futures. They practice these operations
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when the price at one market or for one future is out of line with ’
the proper relationship between prices st another mrket., Spresding
operations iz these instances would slso tend to bring prices back
into alignmant,

Because of the right to convert futures contracts into actual
grain, it follows that the fundamental factors which affect the price
of futures must necessarily affeet the price of cash grain., These
factors are usurlly world.-wide end are operating through modern
wethods of commmicetion. In the grain exchanges facilities for
receliving this informetion are found. &inece traders having commit-
ments in the futures market are more interested in price changes than
absoluts prices, the information recelved on factors affeqting price
are first reflectsd in the futures quotations.

In the sele of cash grain, buysrs and sellers on the exchangs
floor base their bid and asked prices on futures quotationa, since
the factors influencing price are first reflescted in the futures
market, This gives the impression that futures prices csuse cush
grain prices. It is impossible to tell whether, without a futures
market, the elaborate amachinery for the collection and diseemination
of information regerding price making forees would be maintained.
Such 2 wmarket has never existed.

On the highly organised grain merkets whers prices are very
responsive to changes in fund:mental conditiens, price movements can
take place only through a realigament of valuss in the minds of thoss
who are in positiom to buy and sell. 4 factor may have an important
affect on current production snd thus be a price msking force, but
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unless 1t causes those who are buying and selling to incresss or
decrease their bid and asked prices, it will not csuse an adjustment
in price, It is thus very necessary that the market be at all times
free from inaccurate informstion., The large markets are not only
ssnslitive to basic conditions but slso trading influences.

Although this study does not pertain to the futures market, its
relation to cush grain prices is so close that it is desirable to say
something about the function of futures prices in the structure of
cash graln prices.

Trading on an exchangs in grain futures is centered in one
month, which is referred to as the dominent future, Wheat trading
is conducted in futures which mature in the momths of May, July,
Septeaber and December. The dominant future is thut which at any
rarticular time has the largest amount of open commitments. is a
result of centering trading in ome month, the influence of current
narket factors ere reflected first in that future and other futures
*near by or more distant® are than adjusted:; The factors influenocing
the dominant fuiture may not show the same affect om the other futures.
Deliverable and total supplies will usually sffect the dominant future
more than the distent futures, This may also be true of abnormal
trading influences.

The futures price is based upon that grade and quality of graim,
which when the delivery meonth arrives will most likely be delivered
on the maturing comtract, Bince various grades are deliverszble, some
at the basie price, some al premiums snd some at discounts, the grade
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wshich may be received on a contract may vary. Although this ia true,
the grade is determined to a large extent by the deliversble supplies
which are available, and im each of the large futures markets some
grades are usually more readily avsilable than others, thus lessening
the mciieal veriability of deliverable grades.

A trader expecting to mske delivery en a futures contract, will
attempt to mcquire that grade and quality which is cheapest. The
possibility of receiving a nusber of grades and gqualities on a
contract eliminates to a large extent the use of this method in ac-
quiring cash grain. Usually those interested in the futures market
are 3ot in position to take delivery upom 2 contract, end it is the
excoption rather than the rule for a contract to mature into actual
grain.

The basic price in relation to the futures market is the price of
that grade amd quality which will, ia all probability, be delivered on
the futures comtract. At the closs of the futures month the cash price
and the futures price of this grade and quality will be equal. The
basic futures price is the base for cash grain price quotations. For
instence, on April let at Minneapolis, Uay wheat is selling for 60
cents & bushel, If this price refers to actual graln which will meet
the standards of No. 1 Northern gpring and be delivered on contracts
maturing in that month, regarding quality omly, the cash price of No. 1
Dark Northera Spring, band upon this future, may be bringing 3 cents
over the May fauture, while No. 3 may be bringing 6 cents under. The
60 ceonts at which May wheat 18 quoSed is used as a base for cash price
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guotations, with adjustments being made for any variztion in grede or
quality as compared to thst which is most likely to be delivered on the
May contract.

In quoting a cash price besed upon that of a futurs,an adjustmeat
is also necessary for the time slement. For instance, wheat is usually
worth more on May lst as reflected by a future than om April lst, the
tise of delivery om a cash grein contrsct. This is dus to m carrying
charges invelwved in bringing the grain from the moath of harvest to
the period of utilisation. The carrying chargs is a definite amount
and 1s usually known, If the charge for such a service amounts to two
Mtl a bushel, each quotation of the basic price of the dominant future
must be lowered by this amount befors it is applied to cash grain.

The third element is that of location. The basic price quoted
for the dominant future sssumes delivery from spproved warehouses in
the city, or im exceptional ceses from cars on itrack in the rallroad
ysrds, Cost of transportation must slso be dedueted from the basic
price to detersine the cash grein price.

Suppose & bid was sent out from Hinneapolis bsaed upon the
December futures nrice of £#1.10. If this basic price assumed delivery
of No. 1 Horthern Bpring snd the bid was sent out for Ro. 1 Dark
Northern 8Spring, the price guoted to the country elevator may be
ralged by 7 cents & bushel for sdjustment for grade. If the bid was
gent ocut on the first of September snd the carrying charge from that
day to December was one cent, the price guoted to the slevator would
be reduced by one cent. This lesaves, after considering grades and
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time but not location, a net quotation to the eiovator of $1.12
($1.10+ 8,03 - $,01 = $1,12), If the bid was sent to an elevator
located at such a distance that the transportation and handling
charges amounted to & cents per bushel, the finsl quotation to the
elevator inulé be $1.12 - $.06 or $1.06, If this is carried back
another step snd we assume the opersting margin of the coumtry
elevator to be 5 cents a bushel, the actual price guoted to the
farmer would be $1.01 ($1.06 - $.05).

Elthough several other comsiderations affect the final price
to the producer, this illustrates the procedure followed in making

a price to the farmer.



WHEAT PRICES AND THE (ENERAL PRICE LEVEL

Generally m, price changes may be divided into two Srau?'a\
those common to all commodities, as evidenced by changes in the general
Yevel of sll prices, snd those relating to individual commodities, as
portrayed by fluctuations in the prices of the particular good shout
1% peneral price level, The price of wheat sesms to be no exceptiom
to this gener:zl tendeney.

The lungest historical farm price series available for wheat in
the United States is that found for the Btete of Virginia. This
sories runs back to 1801, & In 1932 Comnell University published a
serisg of index numbers of the wholesale prices of all commodities in
the United States beginning in 1797, &/ (Figure 2) The brosd movements
of the two correspond closely, especislly since 1870, nuehmt.imi of
the price of whe«t about the general price level of all commodities is
clesrly evident, These short-tize movewents are related principally
to Tactors of supply und demand. When the index of the price of whesxt
is above that of 21l commodities, its purchasing power ig relatively
high,

VYarious factors contributed to the axtreme deviutions of the
price of wheat from the general price level prior to 1860, TFrom ml

1/ See Poterson, Arthur G., "Historical Btudy of Prices Recelved by
Producers of Parm Products in Virginis, 1801-1927, Bulletin 37,
Virginia Agriculturel Experiuent Station, amd Young, H. ¥, *Virginis
Fare Eoonomics,*Virginis Polytechnic Institute.

2/ Warren, G. F. and Pearson, ¥. 4,, "Wholesale Prices for 213 Yesrs,
1720 w 1932, Part I, Wholesale Prices in the United States for 135
Years, 1797 to 1932' Hemoir 142, Cornmell University Agricultaral

Experinent Station.
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to 1810 large crops in the United Stsates and in England, our chief
importer, along with various gévermnm acts which lntcrtcx;red with
the usual export trade, resulted in relatively low prices during most
of the poried.. ¥ith the beginning of the War of 1812, prices
increased but the War soon brought a reduction in exports which tended
to lower prices. In 1817 prices were high dus principally to the
increase in exports after the war, mplcd with an extremely short crop.

The high prices of 1836 and 1937 resulted from crop failures in
1835 snd 1837, During the period 1850 Yo 1860 short crops, repeal of
the English corn laws, the Irish famine, the Crimean War and decressed
exports from competing countries gawe impetus t«o rising prices.
Although the price of wheat is not available during the years 1862 to
1866, it seems ressonszble to believe that it was considerably above
the price level of «ll Miﬁn due to war conditions and short
crops 2t home and abroad. y

Since 1870 the price of whest has corresponded more clossly %o
t,hp changes in the general price level of all commodities. The extreme
changes in the prices of commodities during the war period are very
noticeable, |

The price of wheat of interest to the farmer is the price he
receives for the grain he sells. W¥ith = given quantity of grain to
sell, price alones may not measure "real® income, Real income in this
instance meens nbuitf %0 buy es measured by purchasing power,

? P‘m Arthur Gc, 9.#. cite, 9. ﬁ and 27,
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When a change in the general prim level occurs, prices of fﬁ
commodities being more reactive to factors causing changes im the value
of monsy, respond more violently than do prices of semi-processed
products or retail prices. y When prices are rising the price of wheat
moves upward more rapidly than the price of flour, which in turm, moves
mors rapidly tham the retail price of bresd. ?;/

The general price level, ‘u well as the prim of wheat, declined
from 1875 to 1891 and increased during the period 1897 to 1913. (Pigure 2)
To further analyse these two periods Figures 3 and 4 were prepared, In
figure 3 the Decenber lst farm price of wheat and its purchasing power
are uh,o-nnt The purchasing powsr was obtained by dividing the price of
wheat by the index numbers of the prices of all commodities om a 1910-14
base, Straight-line trend values were calculated for both series.

During the period 1875 to 1891 when the price of ;vhnat was falling, its
purchasing power in terms of all commodities remeined practically stable,
with a very slight upwsrd trend as depicted by the trend line. BDased
upon straight-line trends, the price of wheat during the period fell at
the rate of «3.2 percent of the middle year. ¥ The purchasing power of
wheat, in terms of dollers having the buying ability of the 1910 to

1914 period, increased at the slight rate of .4 percent of the middle

yoaT, &/ Although during this period the purchasing power of wheat

1/ Warren, G. ¥., snd Pearsom, F. A, "Gold and Prices”, 1935 sds, po 304s
2/ Pigure 45, |

3/ Y = 88,4 + («2,8) X, (in cents per bushel), origin at 1883.

4 ¥ =923 +( .34) X, (in purchesing power), origin at 1883,
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tended to remsin comperatively stable, other things accompenying the
decline in the general price level resulted in farming, bank, and
business failures, strikes, riots, and ill«feeling, v From 1875 te
1891 the mcr:.l price level tended to fall slightly lower than the
price of whest, resulting in the slight increase in the latter's
purchasing power. It is possible this comdition was due to supply
and demand factors tending tc msintaim the price of wheat ebove that
of all commodities for a period sufficiently long to result in a
slight rise ia purchasing power,

The period 1897 to 1913 was charscterised by sn increase in the
geuersl price level with & corresponding increase in the price of
wheat. Although the price of wheat increased from a low &f 56 cents

per bushel in 1898 to u high of 98 cents inm 1909, its purchasing power

declined slightly over the entire period (Pigure &).' Baged upon

straighteline trends, the price of wheat increased at the rate of 2.27

percent of the middle yeer. a/ The purchasing power of wheat during
the seme period declined et the rate of -.02 percent of the middle

year, 2/

1/ Warren and Pearson, op. eit.; Pe 269,
2/ Y = 76,98 + (1.75) X , (cents per bushel), origin at 1905.
3/ Y=286.6 + (-.02) X, (purchasing power), origin at 1905,
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The purchasing power of vhest from 1897 to 1913 remained practically
stable, tut conditions accompsuying the pericd of rising prices resulted
in miwlmx prosperity, full smploymsnt, widespread development of
sgricultursl education, and other goversmental services, & Instead of
tnventories snd other assets deprecisting as in the former peried, they
spprecisted in valus with the rising wi.mv level, Profits were sasily
made snd industrial expension proceeded rapidly.

Dha Balation fince 1920

In the period 1920 to 1937 the general price level fluctuated
vislently. Coming out of ths war period in 1920, the ¢rop year sverage
of the index of prices of all commodities registered 182, when the
1920~1914 peried equals 100, In the vears 1921 to 1929 the price level
was relatively stable, falling repidly after 1529 until the same index
in 1932 stoud at 92. &inoce that yesr there has been 3 gradual increase
and in 1937 the index registered 120, &/

Pigure 5 shows the relation betwesn the orop year aversge index
musbers of the prices of 40 besic commodities and all commodities. ¥
¥hen the value of money declines, prices of basic commodities rise faster
then those of all commodities snd when its valni inoreases, prices of
basic casmodities fall faster than sll commodities,

)/ Warren and Pesrsom, op. cite, p. 270,
y Table 40,
y Table 4&.
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To show the effect of deflating the Kansas City price of No, 2 Hard
Winter vheat by these two weagures of changes in the value of money,
Pigure 6 was prepered. Although the two messures of purchesing power
correspond closely during most of the period, when the rapid decline
in prices began in 1929, the purchasing power of wheat as deterwined by
basic commodities was greater than that determined by all commodities.
When using basic commodities to obtain purchasing power, less of the
fluctuation in price is left to be explained by supply und demand faotors.
¥hen the general price level is rising, purchssing power calouiated by
use of buslc commodities increases by a ssuller amount than that deterw
mined by use of all commodities. During s pericd of falling prices
purchasing power, calculated by use of index misbers of the prices of
all commoditiss, falls further than that obtained by using basie
commodities,

Pigure 7 shows the relation between the c¢rop year index mumbers of
the prices of all commodities and those of the price of No, 2 Hurd Winter
wheat at Xansas City,. v The genarsl movement of both peries is similar,
In 1922 end 1927 the failure of wheat prices to corrsspond more closely
to prices of all commodities wes probdably dus %o ths large world supply
of wheat nlsieh forced world prices down., In 1925 &« small crop in the
United Btates, a8 well as world influences, Mﬂd to raise prices in
the United Btates and other countives (Figure 11). Greater than
average world crops and increased carryovers resulted in an acoumulation
of record world supplies in the periocd 1929 o 1934+ The influsnce of

3/ Bee Wheut Studies of the Pood Resesrch Institute of Stanford
University, Volume XI, No. 3, 1934, for rcmunmumu of
Ksnsas City prices.
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large supplies depressed whead prices far below the prices of «ll
commodities. If supply snd desand influsnces could be disregurded,
it i1s probable that the price of wheat would tend to fall faster ﬁum’
prices of all commodities dus to the relative flexibility of wheat
prices, The affscts of supply and desand no doubt accentucted the
fall which would otherwise hawe ovourred.

Yigure 8 shows the purchasisg power of Mo, 2 Hurd Winker whest
and 1ts trend. v Since 1920 the trend of purchasing power has been
slightly downward at the rate of less than 0.5 percent of the first
years / The influence of supply and demend may be more sasily seen
in this illustraticn, where an attesmpt hsas bewn made to “eliminate®
the affect of changes in the valus of money, |

Gross correlations were csloulsted in an offort to destermine the
assooiation betwesn fluetuations in the crop yesr price of whest and
index mumbers of the prices of all commodities for the sams year. &
The period covered contained 17 years, 1921 to 1937. The method of first
differences was used in calculating the messgurements. Tis coefficient
of gross correlsiion between the prics of No. i Horthern 8pring wheat
at #Mnneapolis end the index numbers of the price of all commodities
was 7 0,77, while that between prices of No. 2 Hard Winter wheat at
Ksnsas City and all commodities was 7 0.83. When perfect correlatiom

1/ Tndex mumbers of the prices of all commodities were uged in deter-
mining purchasing power, 8See Table

2/ Y « 93,6 & (~e46) X, {purchesing power), origin et 1920,
J/ Tatle 22 for correlation coefficients.
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’

is found the coefficient is ecual to 1. PFhen the relationship betwean
wvariables {s direct the coeffiocient bears & plus sign, while if the
aspoclation is inverse the coefficlent has a mimus sign. No correction
wap nade in the above coefficients for the smell mumber of obeervations.
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DEVALUATION ARD THE PRICE OF WHEAY

Ihs Price of Qold
On the money eside of the esuation giving the relationship of the

supply and demand for geods, the supply und demsnd for money and the
price level, there are at least three factors to be considered; the
‘supply of gold, the demand for gold, und the price of gold,

The pries of geld gives the relatiomahip betwsen gold and the
monetary unit. Prior to 1933 the price of gold in the United States
was $20,67 per ounce or the dollar was equivalent to 23.22 grains of
f!.ngpu‘ After devalustion the relstionship between the monstery
unit sud gold had been changed, PFebruary lat, 1934 ithe price of gold
was set at §35 per ounce,

A government has comtrol over the price of gold but not over its
value, Index sumbers prepared at Cornell University bave shown that
the internal prioe strueture of s country, whose curreney is definitely
tisd to gold at 2 constant relationship, tends te move gimilurly to the
world price level in gold. ¥ This shows that the valus of gold 1is
determined not by the government of one country, btut by supply and
domand conditions throughout the world. The valus of gold is worlde
wide and location of suapply has little affect om the value in any
particular comtry. If a coumtry devalues its momatary wnlt by
changing 1ts relationship with gold, the intermal price structurs of
thet cowntry, as measured by basie commodiiies, will advance relstive
to the world price level in gold,

:’V mt of kﬂ«;md m»‘; Cornell University,
Yare Seonomics, No, 110,



61.

¥hen & country raises the price of gold, certain commodities
respond rapidly, Basic commodities are of this type., As cosmodities
proceed along the channels of processing and distribution, their
pricss sre influsnced less and less by lowering the gold valus of the
sonetary uait,

¥hen devalustion ocecurs, the affect of raising the price of gold
on the internmal price lewsl of the country depends uponj the rate and
amount of incresse in the price of gold, upon the relation of the
internal price level and the world price level prior to devaluatiom,
and upon the change in the world price level after dewvalustion has
taken place.

If the internal price lswel is in close rslation with the world
level, the following likely combinations of the m factors, the price
of gold and the world price lewel, causing warying changes in the
internal price structure of a country are quoted from an article by
Docters ¥. A, Pearson and W, I, ilyers in Parm Econméa No. 110,
periodical published by the Department of Agricultural Ecomemics at
Cornell University.

(1) *If & country raises its price of gold at & time when the
world prices of basic commodities are falling at a rapid rate, prices
of basic sommodities in thet country will fall, but at & less rapid
rate than the world®.

(2) *If a country vaises its price of gold slowly at a time when
the world price level is falling sleowly, prices in that country will
chenge little®,



(3) *If a country raises its price of gold slowly at & time when
the world price level is stabls, prices in tlui sountry will rise
about as much as the price of zold wes reised®.

(L) %If s country raises its price of gold slowly et & time when the
world price lewel is rising slowly, prices in that country w»ill rise
more than the price of gold was ralsed”.

(5) *If a country raises its price of gold slowly at & time when
world prices are rising rapidly, prices in that country will rige much
more rapidly than the price of gold”,

{6) *If o ovuniry raises its price of gold et & rspid rate at a
time when the world prices of basic commodities are falling at a repid
rate, prices of busic commcditiss In that country will not rise so much
as the price of gold®,

{7 'Ifammmm its price of gold rapidly st & time when
the world prices are falling alewly, prices in that country will rise,
but st & less reapid rate than the price of gold",

{2) *I7 » country raises its price of gold repidly at & time when
the world price level is stable, nrices in that country will rise
rapidly st about the ssme rate as the price of gold was changed®,

(9) *17 » country raises its price of gold rapidly x% » time when
the world price level ia rising slowly, prices in that country w»ill
rise more repidly than the price of gold was changed®,

{30) ®If a country ralses its price of gold at a time when the
world prices are rising rapidly, the prices of basic cosmodities in
thst country will rise much more than the price of gold was raised®.
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*#hen the price of gold remains constant, the prica'lml of any
country tends to follow -eiou’iy the changes in the world price level®,

Devaluation means reducing the quantity of gold which will
exchange for the monetsry unit. This may be accomplished by raising
the price of gold which results in increasing the number of wonetary
units necesasry to exchange for a given gquantity of gold.

A country raises the price of gold in an attempt to increase low
comnodity prices or to stabilise prices in currency vhea the world
velus of gold incresses. Practically all important countries have
changed the relation between their monetary wmit and geld. In Decenmber,
1929 Australia and Argentina officlally suspended the gold standard.
By October, 193, 44 countries had left the gold standurd., Several
other countries at that time were maintaining a gold standard hut not
at the pre-sar lsvel, BSincs then the Netherlands and France have masde
changes in their monetary systems.

A gold standsrd has been seid "to exist in any country in which
prices of goods and the obligations of debtors are usually expressed
in terms of the value of a2 monstery unit consisting of a fixed quantity
of gold in a free gold market. The gold atandard exists v!unam the
valus of geld in a free gold markei is the actusl standard, regardless
of the machinary by which the standard is msintained and regardless of
whether this machinery operates automaticelly or is managed, The gold
standard does not require coim to be in circulstion or even to be
coined, v

)/ Kemmerer, E. ¥, "Currency Stebllisetion in Latin America, Fourth
Pan Americsn Commercial Conference®, page 2, October 6, 193l.
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Some writers maintain that the post-war gold standard of certain
countries was not the same as the pre-war standerd, a2lthough the sane
relation hetwsen gold and the monstary wnit was found, 8ir Charles
tiorgan-¥ebl in his book "The Rise and Fall of the Gold Standsrd®,
differentintes between the post.war and pre-wer gold standards and
distinguishes betwesn the ®dollsr standard® and the ®"sterling standard®,
In distinguishing betwesnt the lattsr two, he places speclal suphasis
on the results to be attained by use of the standsrd,

Figure 9 shows the index numbers of the price of gold in the
five e;mums; Australis, Cansda, the Dnited Btotes, Ingland and
Argentioa since 1928, The pre-wsr relstion betwesn gold and the
amonetary unit of each is taken to be 100,

Australis left{ the gold standard in Decsmber, 1929 ut meintained
the Australisn pound st almost par with the English wnit, Prior to
1929, there was & premium for gold in terms of the Australian pound
during the period of the World War and wp to 1925, when the pre-war
relationship was restored. Aifter leaving the gold standard in 1929
the premium for gold in terms of the Australian pound, ranged from
1.3 percent in January, 1929 to 9.2 percent in December, 1930, In
January, 1931 the value of the Austrslism peund was reduced snd in
February of that vear 1t was tied to the English pound at the yate
of 130 to 100, The index number of the price of gold in that month
stood at 130.8. When in September, 1931 Englond suspended the gola
standard the English pound fell im walue in terms of gold mmd by
December the price of gold hed advanced 42 percent, (Table 3), Sinae
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the Australian pound was tied to the BEnglish umit at 130 to 100, the
fustrelian pomd alse fell in terms of gold, uatil in December gold
commanded a premium of 81 percent. In thet menth the relation between
the Austraiien and English pound was changed to 125 to 100, Begimming
in 1931 the price of gold im Australia rese, mtil in March, 1935,
the index number stood at 216,6, Bince that time the Australisn pound
has been relatively stable at an imdex of price of betwesn 204 and 210,
(Pigure 9) (Teble 1).

At per the Australisn pound waes equivalent to the English pound
and contzined 113.002 graines of fine gold. It was squal to 4.86656
dellars in terma of United States gold currency.

Prior to December 16, 1929 when Argentine officially suspended
the gold standard and since July 1920, gold comnanded a premiwm in
terus of the Argentine peso as much asg 47 percent in July, 1921, Trom
January, 192% to Jamuary, 1929 the peso fluctuated slightly above and
below the pre-war per. In Narch, 1926 the isdex of the price of gold
in terms of the paso was 107, while in DBecember, 1927 the index number
stood at 99. Upon leaving the gold stendard in December, 1989 the price
of rold in terms of the pess followed a course similar to that im terms
of the Australism pound until in October, 1931, when the price in
terms of the peso fell from an index of 186 to 164 in November. From
1931 to Rovember, 193% the price of gold in Argentina remained practic~
ally stable. In December, 1933 gold commanded s premium of 99 percent.
Between Daceamber, 1937 and Merch, 19335 the valus of the peso in terms
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of gold agaln declined, until in the latter month the index of the
price of gold registered 226, Bince that time the gold vslus of the
peso has remained comparatively steble at a slightly lower levsl,
Since 1933 the price of gold ia terms of ths pesuv hss been alightly
higher then in terms of the Australian pound (Tauble 2).

At par the Argentine pese 1s equiwvelent to 22;401& grains of
fine gold and in terme of the gold dollar was worth 96,476 cents.
The Argentine paper peso is eguiwalent t0 44 percent of the gold peso.

In Tugland the gold standard was not legally abandoned but a
graduel break took place, and in terms of the English pound gedd
begsn o ceamand s premium in Septamber, 1931. England had maintained
her gold currency since May, 1925, She abandoned the gold standard
during the World War period and returned to the pre-war relationship
between the pound and gold in 1925, Between July, 1920 and Mey, 1925,
gold Wm"_amiminum of the pound ranging from 41 to
one percent. (Table 3) The pre-war lagsl price of gold was 77 shillings,
10} pence per ounce. ¥When the price of gold bsgan to increass in
beptember, 1931 the old relatiomship had been hroken. From September
to Decsaber, 1931 the price of geld had risen 42 percent. By April,
1932 1t hed fallen again te 31 percemt, but sgain incressed until in
October, 1934 gold commanded a premium of 67 percent over its old
relationship to the pound, BSince October, 1934 the pound price of gold
has resained comparatively stable, flutuaiing betwesn sn index of
163 snd 173, (Figure 9)
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The pre-war Canadisn dollar was equivelent to the United States
gold dollsr, both containing 23.22 grains of fine gold. Between July,
1920 and July, 1926 Canada was off the gold standard, having sban-
doned it during the month of isugust, 1914. During the period 1920 to
1926 gold commanded a premium as high as 14 percent in terms of the
Cansdian dollar, In 1926 Canada veturned to the gold standard only to
leave it sgain in October, 1931. (Teble 4) Beginning in September,

1931 the Canadian dollar fell in walue in terms of gold wmtil in
Docenber of that year the index of the price of gold stood at 121,

The dollar price of gold fall to an index of 115 in Pebruary, 1932,
fluctusting around this level wuntil Psbruary, 1933, when an increass
begsn. In Pebruary, 1934 gold commsnded a premium of 71 perceant.

Since this time the price has fluctuated within a relatively narrow
range. (Figure 9) Betwesn September, 1931 and July, 1932 the English
pound sterling price of gold wes considerebly above the Canadian dollar
price, tut simce that time the two have been comparatively stable at
about the same level.

The United States maintained the gold standard longer than any of
the above mentioned countries. Although the gold standard was officially
suspended on Hareh &, 1933, the dollar was kept st par in foreign
exchanges until April 19, 1933, HNo attempt was made afler suspension to
control the price of gold end as a result, m'mumn snd fluctusted.
In October of 1933, the Reconstruction Pinsnce Corporstion was authorised
to parchase newly mined gold at a price which was %0 be determined frem
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"tize to time¥, The dollar price of gold rose 60 pereent by Noveaber,
1933, falling again in December to 56 percent, On Februsry 1, 1934,
an exscutive order was issusd setiing the weight of gold in the dollar
st 15 5/21 grains nine~tenths fine, or an equivalent price of $35 per
ounce of fine gold, Mpn«mmut%atmm“{
¥hen the price of gold prior to dewnluation is tuken as 100, the index
pusber of price at the pressat is 169,3. (Tuble 5) When devalustion
Pwmw«m&apﬁua{mﬁtatiﬁwﬁmm, the
dollar contained 13,7043 gratns of fine gold,

As msy be seen frem Figure 9, since Jamuary, 1934 the price of
gold in five comntries has heen comparziively stabls. The price in
sustralis and Argentina has been considerably higher than in Canada,
the Unitod States, and Englind. The latter countriss raised the
pries t0 about the same level, while the forwer have maintained a
sinilar spread through most of the period since Feblruary, 1934.

In an attempt to determine the affect of deveiuation policiea
in severel countries on the price of wheat, it was necessary to
place the prices so used on a comparsble basis. Prices ia‘ sone
countries are guoted in shillings, in others in dollsrs, and in
others 1in pesons To place these warious unites on a basis which
was usable, index misbers were employed,

Yor this portion of the study, index numbers of the price of
wheat in five different countries were prepsred by months for the
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erop year, July~Juns, for the period 1920 to 1937. The prices used were
those in the original uniits of currency of the respective countries and

were furnished through the ceurtesy of Doctor O, C. Stine, Chief of the

Division of Btatisticel and Historical Ressarch, Buresa of igricultural

Eoonomies of the United States Department of Agriculture,

The prices quoted at terminal markets in each country were taken
to be representative of that countay. Buch prices resct sore rapidly
to factors responsidle for changes in priece and 1% was thought advisable
for this resgon to use such & series. In some countries this type of
price ssries is probebly the only ome available.

The index mumbers were caleulated for the following countrisss
the United States, Caansda, England, Argentina and Austrelis. All of
these countries,with the exceptisn of England, produce important
surpluses of wheat, England is by far the largest importer of wheat
uwlrmwmlylaudrmmnmwm‘

The terminal merkets of the five countries and grades represented
by the prices eres Kansas City, No. 2 Hard ¥inter in the United States;
Busnos Aires, No. 2 Semi«Hard in Argentina; Winnipeg, No. 3 Menitoba
Horthern in Csnadaj Sidney, ¥illing in Australiaj and Liverpool,
Imported Purcels in England. Althouzh the grades and types of wheat for
all countries are far from comparable, it is the writer's opinion that
they are representative enough for the present uss.

The original prices quoted in the currencies of the varisus coun~
tries are found in Tables 6, 7, 8, 9 and 10 An explanation conterning
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sach series is found in the footnotes at the end of the tables. In an
instance or two, adjattmu wers netesssry to obtain comparable prices
for the 1910-1914 base period, and in each case special notation is
given, '

To obtain index numbers of the price of whest in currency in a
particular country the following procedure was used. The monthly
sverages for the base period, Jamuary, 1910 to Decenber, 1914, were
caloulated by adding the five Januaryas for 1910 to 1914 and dividing
by five, the five Pebrusrys and dividing by five, and so an until all
12 aversges were obtained. The average for each month was taken as
the dase (100) and divided into the corresponding montbly price for
sach year during the period 1920 to 1937. The resuliing index mumbers
for a particulsr ceuntry were called *indsx puabers of the price of
wheat in surraney®. The index mumbers, as calculated for the five
countriis, are given in Tebles 11, 12, 13, 14 and 15.

Due to the fact that the index mumbers of the price of whest for
the five coumtwias thus far calculated are in currency, and that during
ths period 1920 te 1937 all the oountries had changed the relationm
between thelr mmetary unit and gold, the currency index nusbers are
not cemparable among countries, To place them om & comparable basis,
the index mmmbers calculsted in currency were placed on a gold base.
Ths resuliing indexes are called ®the price of wheat in gold®.

To perform this operation the monthly price of wheat in currency
for each country was divided by the monthly average price of gold, Y

1/ Bee Tabies 1, 2, 3, 4 and § for index of the price of gold in the
five countries.
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The index numbers of the price of sheat in gold in the five countries
are found in Tables 15, 16, 17, 18 and 19,

The prices of wheat in the five countries in terms of gold correse
ponded very clossly over the entirs period 1923 to 1937. (Pigure 10)
Although local supply and demand conditions influsace price in & partis
cular country, one may note the fact that wheat 1s a world commodity
and conditions influencing prices in one country tend to be reflected
in prices in other countries. In certain years the price in one comtry
may be out of line with that in others, dut as scon as the influence of
locsl conditions diminishes the price agsin fluctustes with that in
other countries. If yearly prices had beem used in plotting Pigure 10,
the prices in the warious countries would no doudbt correspend eiill
more clossly.

In the fall of 1924 Csnadian production of sheat was alnormally
low as compared to preceding succeeding years. T-e price in that
cowntry advenoed over the prices in other coumkries. In 1929 a similar
price situatisn ocourred and in that year Cenadisn production was alse
w;'rln. A short erop in the United Stutes in 1925 resulted in pushing
Kansas City prices sbove the level in other countries. The same thing
ccourred in Argentina. A large crop in Argentina in 1929 reduced the
price in that country below the level in the others. In the spring of 1926
gu:mib.humauduemdabmtsﬁpnmtuhrgnummm
preceding five years, znd the price at Sidney in thal ysar was above
the prices in other countries, In the arop years 1933, 1934 and 1935,
the United Btates preduction of wheat was below averzge. In 1932 the
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erop was 85 percent of that in the preceding five yeurs; im 1933, &4
percenty in 1934, 66 percent and in 1935, 85 psrcant., Thess short
crops plus tariff restrictions, excluding imports, raised terminal

sariet prices in this country above the world lewel. 4 sghort Canadian

¢rop in 1937 probahly contributed considersbly to the fallure of
Winnipeg prices to fall as fast as those in other countries in the
latter wﬂim of the crop yesr 1937.1938,

To show the affect of devaluution on the price of whezt in the
various countries, the writer 1s of the opiniom that 1% is necessery
o compare prices in currency in one country with those in gold in
the others.

In
those in znother, thers is ususlly no need to consider the affect

bmparing prices of many commodities in one country with

of local suoply on price. If thas supply of one commodity is large
it iz probable that another may be short and when many commodities
are used there is a tendency for compensating results. There is a
tendency for abundant supplies of one commodity _w be offset by
scarcity in another,

When a comparison is mude between the price of wheat in the
United Btztes and Argentina for instunce, one encounters the affect
of local supply snd demand conditions. 4s was pointed out in
connection with Figure 10, thess locel influences often cause con-
siderable differences in price between countries.

In attempting to eliminate sowe of these influsnces in a
comparison betweon the price of wheat in a partioular country smd

T4
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~ that in other countiries, it seemed advisable to combine the prices in
all five countries and use it as & busls for comparing prices in
currency in a particular country. By combining prices in gold in the
five countries, there is & tendency for locs) supply and demsnd cone
ditions to averege out and result in s price which would be more
reprasentative,

Geversl attempts were made at securing proper weights to be
sassigned each country in welghting the price index for whest in five
countries, A limited amount of time ceused the writer to disceard
this 1dea and use siaple sverages of the index mumbers of price in
the five countries.

fiven though no weights were used in deriving the price index
for five countries, the resulting simple aversges are considsred to
be relisble emough for their present use, i study of Pigure 10 will
show that the gold prices of wheat im the wverious countries corres-
pond rather clesely and the devistions from the average would
probably mot be large. The simple aversges of the monthly index
numbers of the price of wheat in five countries are given in Table 20.

4 comparison was made betwsen thess simple sveruges of the index
numbers of the price of wheat in gold in five countries and the world
price Jevel of 40 basic commodities in gold. (The reciprocal of the
latter is considered at pressnt tc be the best measure of the welus
of gold) (Table 21), As mey be seen in Pigure 11, the two follow
guite clossly in thelr brcad movements, TFluctustions in the average
price of whest away from the gemersl trend of the world price level
are due principally to conditions of supply snd demand affecting that
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commodity. During the crop year 1923-1924, the deviations of the price
of wheat from the world price lewel of basic commoditiss cen probably
best be sttributed to the increased world produstion of that year and
decreased tuying by importing netions. Im 1928 an increase in world
production to a level of 3,996 million bushels (s record erop st that
time) probably ceused the price fall in that yesr. (Pigure 11)
Baginning in 1929 world stocks sceumulated and with e high level of
production during the early 1930's resulied in record btiresking world
supplies for the peried 1929-1930 to 19331934+ BShort orops in several
of the important sheat producing sountries during 1933, 1934 and 1935
gradually reduced world supplies umtil in 1936 and 1937 they were
reduced considerably.

During the period 1929 to 1935, the aversge price of wheat inm
five countries was considerably below the world price of basic commo-
dittes,due wostly to large supplies of wheat. If sversge supplies hed
prevailed during this peried, the price of wheat could have been
sxpected to fall slightly faster than the world price lewel, dus to
the tendency for & basic commodity such as wheat to react more rapidly

to changes in the general price level,

The United Btetes abandoned the gold standaxd in March, 1933, but
aaintained the dollar at par im foreign exchange until April 19, 1933,
ACter April 19th the price of gold begsn to rise and fluctuated until
1t was stabilised at $35 per fine ounce on Februsry 1, 1934.
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In Figure 12 iz shown the index mumbers of the price of gold in
the United States, the currency price of Ho. 2 Hard Winter wheat at
Kansas City and the aversge of the index mmbers of the price of wheat
in five countries in gold.

The United States dollar had a somstant relationship with gold
{index of 100 or par) through the period 1923 to April 19, 1933. The
price of wheat in currency was thepafore the same sz the -rice in
golds During this time the price at Xansas City followed ths course
of the aversge price in five mm; ,

4 short erop, 81 percent of the preceding five years, in 1928
tended to make prices at Kansas City higher than i» five countries.
The spresd between prices at Xanses City and inm five countries in the
latter portion of the 1930 crop vear may poseibly be stiributed to
the activities of the Orsin Stabilization Corporation and subsidiaries
of the Peders) Farm Board as established under the Agricultural Market-
ing Act of 1929, 3Efforts were mede to peg the price in the fell of
1930 by the purchese of grain futures snd & decline was temporsrily
averted by pegging the price of oldecrop whest futures,

The period 1923 to the latter portion of 1932 was chuirecterised
by few abnormsl influences of locel supply end desand,

Beginning in Merch of the crop year 1932-1933 snd contimuing
until the latter portion of 1936, prices at Kansas City in gold were
above the level in other countries. This was dus prismarily te teriff
restrictions and four sbmormally short crops in this country. (Figure 10)
In 1932 the crop was 85 pereent of the preceding five yesrsy in 1933,



64 percenty in 1934, 66 percent and in 1939, 85 percent. The crop in
1_336 was slightly larger then that in 1935,

The price of gold im terms of the United States dollar began to
rise in April, 1923, and contimued after several fluctuations watil
Yebruary 1, 1934, when {t was stabilised at 69,3 percent above the
old psr of $20.67 per fine ounce, Bssic commodities rose rapidly, but
not as fast or by as great an amnint as the price of gold, baecsuse ths
world price level was falling slowly, v

1f all influsnces of supply and demand could be eliminzted, the
price of wheat at Kannsas City ocould not be expected to incresse at the
some rate or by the same smount as the increare in the price of gold
due %0 the fall in the world price level, It could be expected to
increase above the average price in five countries at = slower rate and
wammrmtmwmn_mmmm of gold,

The increase in the price of wheat in the United States relative
to that in five countries dus to the increase in the price of gold, ceme
at s time when local supply conditions, us wall as world supply
conditions, were tending to push prices up. ¥Wheat prices in five
countries in the latter portion of the 1932 crop year increased, but
prices increased such more in the United States. (Figure 12),

Mm price of gold began to rise, prices of whaat in the United
States increased rapidly. BShort whest crops in the United Btates end
world factors affecting prices reised wheut prices higher than could
ressonably have been expected from revalustion of the CUrTeney.

P Ses Farm Econowicslid, op. cite
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After Pebruary, 1934, when the price of gold was stabilised, the
price of wheat in this camtry continued to fluctuate vielently at s
level considerably sbove that in five ccuntries. Local -nypiy and
demand factors continusd to play & very important part in doasstic
wheat prices. 1tuyhoaminﬂ¢mlzthatwimautmmm
of sach crop year, July to June, from 1934 to 1936 rose rapidly,
deelining again during the creop year until a new crep was harvested,
repulting in anether inoresse. Although during this period a slow
advance occurred in the price of wheat in five cowntrise, the viclent
sdvances at ths begimning of esach crop year in the United Btates may
be atiributed to the harvesting of extremely short crops. During some
of these yeers weo imported certain classes of wheat for seed and flour,
The tariff probably exciuded large smounts of foreign wheat which
might have W prices.

The increases in United States wheat prices, as well as those in
five countries during 1936, may be attributed in a large measure to
the inorease in the world price level, (Bee Figure 11} The decrease
in prices after 1936 in five countries was ne doudbt due principally
to & fsll in the world price level. The decrsase in prices in the
United Statss was supplemented by sn increased crop, pushing prices
in this country down faster than in the five countries.

Since the United Btates abandoned the gold standard and up
until 1937, local supply and demand conditioms have foFluenced wheat
prices in this comntry to such a large exteat that 1% ie difficult te
show the affect of incressing the price of gold,

8l.
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Australia, after sbandoning the gold stundard during the Forld War,
restored the pre-wsr relation between the pound and gold in May, 1928,
As may be seen in Pigure 13, the price of wheat at Sidney fluctuated
slightly sbove the level in five countries from 1923 into a portion of
the 1924 orop year,

Puriag the period when the Austrslian pound was at par with gold,
Hay, 1925 to December, 1929, the price of wheat at Sidney followsd a
course sismilar to that in five countries at approximstely the sane
level,

Beginning in June, 1926 the price of wheat in Australia increcsed
above the leve) in five countries, This is probubly accounted for by
the fact that the erup harvested in the preceding Deceaber snd Jonuary
was but 85 percent of that im the preceding five ysars. In November,
1926, the price st Bidney was again st the level in five countries.

At the time Australis left the gold standard in December, 1929,
basic commodity prices were approximsiely 20 perceat above ths world
level. In December, 1929 the world price level of 40 basic commodities
stood at 131, (Table 21) By Pebrusry, 1931 the price of gold in
Australisn pounds had increased to an index of 131 (per = 100). In the
mesntime the world price level had declined to an index of 99 or about
24 percent. Basic commodity prices in Australis continued to decline
with the world price level bscause the Justralian price level was high
relative to the world in 1929 and the world price level had fallem

considersbly. y

)/ Farm Boonomics Mo, 110, op. oit.



83 .

The price of wheat in iustralia continued te follow the downward
course of the level in five countries, which had begun in the sarly
part of the cyop year 1929, until Nay, 1931. 2t this tise the price
al 8idney increased slightly relative to the level in five coumntries.
This slight increase could have been dus to locsl supply and demand
conditions or to soms readjustment in the relation of the internal
price structure in Australis to the world level.

In Beptember, 1931 the price of gold sgain increased. This tise
from an index of 131 in iugust of that yesr to 11 in December, an
increase of about 38 percent. During the same time the world price
level foll frem an index of 84 in Beptember to 76 in Deceaber or
almost 10 percent. The price of gold had increased about 38 percent
while the world price lavel fell 10 percent; the price of wheat rose
considersbly «bove the level in five countriss. (Figure 13)

From Decenber 1931 to March 1935, the price of gold contimued to
rise slewly watil in the latter month its prics stood at an index of
217. (Table 1) This smounted to an increase of about 20 pereent, In
the meantime, the world prive levsl fell from sn index of 76 im
Decenber of 1931 to 61 in Harch 1935, or = decline of sbeut 20 percent.
The price of whesat in Austrelis fluctusted with that in five countries
but at a considerably higher level. Thers was no substantisl incresse
or decreass in the spread betwsen the twe during this period whem the
price of gold rose sbout as much ap the world price level fell,

After 1934 the price of gold remained relatively stable. The price
of wheat im Australia is 1935 and 1936 increesed relative to the level
in five countries. Productism in Australia ism the mid-winter of the



3

\hu\

- Pro9 V2 hv\\\th\.v Py \K \\\ A v\otv\..\ v\\

954/ #5647

£27é

x

266/

1

.s%f\br\ HELYOD 4O Dl i UO

\»tu.\\\b Wl BlpeLsoys wl JOPYM FO 324y sy .*Q wLb.Ntu\‘S\ xs\w\..N\vm ]

Foor= préy -0/6/7

_ '7 oo g 108 -
547, G2t m«.m!e $26r > azes

: 226/

lﬁh&.\

e .

S\k;

L

4

Frasd

«wut 1

-——

454/ SE6/ £54/ 4241 v.:\
(<} ¥ —r T T .2 T T T L P | = T | By | T 19 il e
.wlux tohEe ‘ 7 wr‘
~ : i i
~og- : SRR i B T B et w3 T SSESREN N o
g {#o2 44 ) g~ N \ r'd IonJ \/ T { i
', IRgaeny !.K ! ../.(.\..\ P —...\ .ﬂt\/. 4... w | _ L _
[ ey Ty peet ;.z..h Y B o el 5 3 S TR I e
B N o e |
| q._...rn..\ . 3 i ST “
: 1 W = i S/ =F B t s PP i
oz/ 1, F W 0§
(49940 ) : / | =pis i i A
viymsfsag e T i A_
: : LY 2 ; |-or Codiien i3
o/ 1 i 3 =  ann e
: ¢ wru { SR \7(. w1 !
/ \ o r M : i L § |
¥ R \ : 1 1 SRR 45
o3/ _ | 3 | i ozt
i \\/ ‘ i LA Ll i
' s\\ C { \ k . _ 1\. " ,
o4/ i \ LV aE e $ M XN “ . | op/
| N 3 ARSEC (Han m G IR
3 3 i 4 : i B il
oo 4 BLETIE T : .\4 3 A\ m i i i S V- &
— (!‘I( ﬁ\ g;\) \l\‘ : *..“N.. n .
| R
" 3 & S \e\o% J° vulk f\!\\h\tw = b LG fa ,m m 0%/
§ . LAy S5 ppehal
: . ! } :
(P/°9) i s . FIERREL i ,r ; ~ B ooy
‘h\‘H ..“ ‘w i 4 - - wb_ - - | h . - “ ‘Aii.ﬁ\»
, ,, " £e  sersaehs #3 .w 81 SR e
: ! . sl
“ ! . | i = . 334 f A i P
W ] 3 “ = H : fi R 5 3
r " i i .(“.m, : e 3 M Mm‘.u s Mf PR m. I.Jb,..ﬂ%‘.4¢v..‘1w
‘ : i w ¢ “ L 2 Pt i 0
¥ i m “ : ! 3 W . .w. ~ 4 4
! : } 2 : 9 3 PR 22 3 Satiia Janeit i fonds [ty r: S .Ts.u ]
i i ! . f .W ” , i ! 1 t
; I3 3 i | | o Pt | 2X a2 1 e tloh
! 3 4 4 ! ) e | " : B4, : _..JW. i : f ”
y ik £l e 253 £ e ~ax Foud. —3T 2k S nide Tratires S s R




19351936 crop year was about 76 pereent of the average frem 1930 to
. 3934+ In early 1936 there was barvested & crop slightly more than in
the previous yesr, while production in the 1936-1937 crop yeer was
above the 1930-1934 ﬂn yoar average. Wheat prices in Australia amd
othar sountries in 1936 increased with the riss in the world price
level. In Australia prices were above the level in five countries
due to a short crop and devslustion, and wers probably higher than
could be expscted frem inoreasing the price of geld.

In 1937 whest prices declined in «ll countries with the world
prics levels (Pigure 11) The decline in Australis was greater than
the aversge in five countries, dus %0 a larger than aversgs corap,

From 1923 to Octobsr, 1931 the price of gold in terms of the
Cansdian dollar was prectic:lly at per. The price of wheat at Winnipeg
in Cansdisn surremcy fluctuated with the level in five countriss ia
gold, {(Pigure 14) i slight deviation cecurred inm 1923, In this year
Canade produced s record erop. In 1924 Cansdian production was low
esmpered to preceding and suscesding ysars snd the price at Winnipeg
wop slightly above the level in five countries. In 1929 a similer
situstion ocourred.

Canada left the gold standard in the fall of 1931 at s tine whem
the world price level was falling. By December the price of gold had
risen to sn index of 120 {(par = 100). Bssic commodily prices im Canada
contiaued to deeline with those in the world but at a higher levels ¥

o i I A
miomiu Bo. 110, ops eit,
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Although wheat prices at Miunipeg continued to follow the general trend,
they were slightly higher between 1931 and 1932 than that in five coune
triess During this pericd the price of gold had incressed slightly
more than the world price lewsl fell, The increase in wheat prices st
Tionipeg relative 1o the level in five countries occurred during the
four months after sbandoning the gold standard, From December, 1931 to
April, 1932 the price of gold in terms of the Cansdisn dollar fell and
the spread between the levsl of prices at Winnipeg and that in five
countries narrowed.

Beginning in the latter part of the 1932 crep yeer, the price of
o) began to rise and continued until about the middle of 1933, Bince
that time it has reasined practically stable,
| During this peried ef incvease in the prise of geld, the world
price level was fualling slowly. The price of gold was incressed at a
faster rate and by a larger emownt then the world price level fell,
The price of whest at Winnipeg in the neantine moved upward absolutely
and relstively to the level in five countries, (Figure 14). Basle
commodity prices also moved wupward, not at the same rate or by the game
amount as the price of gold becsuse the world price level had fallen
mmmmmtmammuwmammmmw
gold had been raised,

Begimning in 1934, the price of wheat in five countries in gold
groduslly incressed, the price at Winnipeg in currency following a
sinilsr courss tut at & higher lewel. In 1936 the price in five

1/ See Farm Econsmics Ne, 110, op. cite
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countries moved upward with the rise in the world price level, (Figure 11)
The price at Wimnipeg also rose, but faster than {n five countries.
During this tims the price of gold was relstively stadle but in that
year Cansdian production amounted to only 68 percent of the preceding
five yesrs. BEven in these five years, certain of the crops wers below
aversge due to drought and rust,

In most of 1937 the prices at Winnipeg conbtinusd to rise relative
to the level in five countries and Cansdian production was oaly &0
percent of the five years preceding,

During the pericd 1923 to 1937 gold commanded a premium in terms
of the psse most of the time, In 1923 and & part of 1924 gold in terms
of the Argentine peso commanded a premium as high as 30 peresnt. The
price of wheet in Argentine in currency during this period was sbove
the level in five countries in gold, evem though in 1923 Argentina
produced a record crep. (Figure 15).

Yrom 1924 into 1929, the price of gold was practically at par and
the price of wheat in Argentine currency fluctuated with the level in
gold in five countries, In December snd Jamuary 1924 and 1935,
irgestina harvested two short crops and the price at Buenos Aires was
shove the level in five countries. In 1929 s large crop in that country
reduced Argentine prices below that in five countries.

In December 1929 Argentina abundoned the gold standard snd the
prics of gold rose. Argentina left ths gold standard at a time when
world commodity prices were fslling. During the latter part of 1929
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and most of 1930 the world prics level fell faster then the price of
gold rose and the price of wheat during most of the year followed rather
closely the price in five countries. In 1929 irgentins produced a small
crop, which probakly accounts for the price in Argeatins being slightly
above that in five countries. |

From the lattar part of 1930 to October of 1931, the price of gold
ross faster and by 2 grester amount then the world price level fell.

The price of wheut in Argentina rose sbove that in five couniires.
(Pigure 15).

Puring most of 1931, all of 1932 and & portion of 1933, the price
of gold in Argentina was compaerstively stable, but the world price lewsl
declined. (Pigure 11) The spresd between the currensy price of wheat
in Argentina end in five countries in gold,narrowed,

In 1933 the price of gold was sgain raiped, during s tise when the
world price level was falling slowly, The price of gold was raised
faster snd by s larger amount than the world price level fell. The
price of whest in Argentina rose relative to the lewel of prices in
five countries in gold, (Figure 15). |

After 1934 the price of gold was progticelly stable at an index
vorying from 22 in March, 1936 to 214 in September, 1936, The price
a!‘m%mmw intrease in irgentins but in December and
Jumuary of the crop yesr 19351936 srgentins produced & erop of but
141 milifon bushels, ae compored to zn average of 24 millien bushals
in the preceding five yeasrs, or 98 percent of the five year average.



After 1936 the price of wheet in Argentina fell faster than in
five countries shen local suppliss had been diminished below sversge.
&tocks of wheat in Argenting om sbout July 1, 1937 werc the lowest
since 1922, ¥

England abandoned the gold standard in August, 1914 and remained
off geld until April, 1925. As showm in Figure 16, frem 1923 to
November, 1924 gold was at & presiunm as high as 14 parcent in terms
of the pound sterling. During this period the price of wheat at
Liverpool was slightly sbove the level in five countries.

England graduslly returned to the gold st:ndard and in May, 192%
the vrice of gold was again sisbilized at the old par of 113.0016 grains
of pure gold per pounéd sterlismg. Froa May, 19525 to September, 1931 the
price of wheat &t Liverpool fluctuated with the course in five coun~
triss. Escause of the fact that England iz a2 largs importer of wheat
and may draw her supplies from many gources, asbncrmal influences of
local supply conditions are less than in countries producing surpluses.
Her domsetic crop is swall snd dows not influence prices grsatly. Untid
1932, wheat entered the Liverpool msrket duty fres. In thet year a duty
of 6 cents & bushel (et par exchange) wes placed upon wheat from other
than Empire countries.

England again lefs the gold stsaﬁmiummofmﬁmm
prics of gold begsn to rise in terms of the pound, From September to

Tmited Btates Departmsut of Agriculture, Outlook Charts for Wheat
end Rye, 1939, p. 18,
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Decanber, 1971 the nrice of gold rose 42 percent, (Table 3) The
prices of buasic commodities in England rose from sa index of 829 is
Septesber to 96 in December, or about § percents  In the mesatime
the world price level fell repidly,. 2/

From Auguet to December, 1931, the price of gold in terms of
the pound sterling incressed about 42 percent. During the sane pariod '
the world price level fall about 16 percent. The price of wheat in
England rose from an index of %0 in August to 82 in November and
deolined to 72 in December. The price in five countries in gold fell
from sn index of 46 in Aiupust to 43 in Beptember, increased to 56 im
Novenber and daclined to 49 in December. Y

After & fall in the price »% gold from Decombar, 1931 to March,
1932, the price graduslly inereassd mntil the index nuabar of price
stood 4t 173 (psr = 100) in laroh, 1935, Since that time 1% has
declined slightly, reausining compsratively stable,

The price of wheat at Liverpool continued to fluctuate above the
level in five countriss. (Pgure 16) During the celendar ysar 1933,
the spresd betwsen pricss at Liverpool and the level in five countries
tanded 4o narrow. The price of gold had declined somewhat and fluge
tunted during the first portion of the 1933 calendar year. Decause of
the faet that local supply and demand influences are not eliminated in
Figure 16, 1t 1s possible that such msy have tendsd to cause the
narrowing spread during thet yeny,

3/ Bee Teble 5 in Warren m"?nm, “Yorld Prices and the Building
Industyy, page. 2. :

2/ Ses Parm Bcomemics Mo, 110, Basic commodity prices in Nogland seemed
to finctuate indepsndently of the world level during this peried,

Y/ See Tables 14, 20 and 21,
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After the 1932 crop vesr sod a porilen of 1933, the spread betwesen
Liverpool prices and those in five countries widened, Ihe price of gou
in the meantimes had been incressings From darch, 1935 to September,
1935 the price of goid declimed slightly. The spread during this tice
tended te narrvew, but it is possible that loeal supply and demand con-
ditions may have caused considersble decline in Liverpool prices relative
to those in five oountries during the latter purtion of the 1935 crop
Yoary

slthough during the orop years 1936 snd 1937 the price of gold
declined slightly, for all practlesl purposes 1t mas coaparatively
stabls,.

In the ssme period wheat prises in England, as well ss those in
five ecuntries, inureased, allhough the imcrease at Liverpeol was
grexter than the sversge in five couniries. The rise in s1l comtries
during this time can possibly be atiributed usinly o the Incrause in
the world priee level. (Pigure 11}, I3 iz possible thal the grester
increaps &t Liverpool may have been dus (o cortein lossl influsnces,
Daring 1937 wheet prices in sll five countries dealinsd,
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THE CORRELATION OF WHEAT PRICES

It is possible to refer to the supply of whesat at any particulsr
time as the smount avallable for ssle, It muy include the smount of
the curvrent c¢rop, plus that amount which has been carrisd over from
the previous crop year, minus the amount which has been utilised thus
far.y In this study, the dats relating to supply refer to the
amomt of wheat produced in the crop year, July to June, plus the
swount of stocks or carryover on adbout July lst,

One of the first faoctors to be considered when speaking of price
fluctuations and causes thereof ia the supply of the particular commo-
dity concernsd,

In an attempt to measure the assoclstion of the mupply of wheat
~ with the price at various markets, cosfficients of sorrslation have
besn caleulated, (Table 22),

The cosfficlent of gross correlation is a statistical device used
to msapure the degree of associstion betwesn two variahles., Some of
the conditions shich ars assumed when one uses this msasure of relation-
ship ares Pirst, that the values of the variadbles have random fluce
tuationsy second, that the law of relstiomship between the variasbles is
constant throughout the period, which geldom occurs in a time series;
third, that if linear correlatiocn is used, a straight line best fits the

17 Supply may refer to the amount which will be offered for sale at a
given price, at a given tine and at a given market.



relation between the twe variables and fourth, that the deviations
from the average in the case of each varisble are normal. If the
nsthod of first differences s usad, as was in this study, end if
the series has cyclical movenents, the cosfficlents thus caleulated
may result in false comolusions, L4

Thers is probably little deubt that & correlation smalysis of
whest prioces and their relation to supply and productlon have definite
linitations. It is probable that many of the fam which wonld be
used have joint relationships. 4 That is, a change in the dependent
variabls dus to changes in the independent varisble depends upon the
sagnitode of snother er other indspsndent verisdles. Yor instance,
it i possible that the importance of world produstion on demestic
wheat prices depends to some sxtent on the magnitude of United States
production. It 1is also pospible that the infiummee of predustion in
Argentina and Australisa en prices inm Liverpcol depsnds to soms extent
on the magnitude of produstion in Cansds, the United Btates and other
surplus regions. To the writer, it seems that produetion snd supply
factors are so inter-related with price that the uase of linear,
maltiple and partial correlation is restricted in s study of wheat
prices,

In the use of groms linesry correlstien no sttempt has been made
to place specisl smphasis on ths results obtained and the few concrete
statomants made should be taken in the light of the limitations of

Tos Wilis, 7. C. Btatistical lethods, 1938 Editien, Heary Helt and
Company, Hew York,snd Timoshesko, V. P., Whect Prices and the World

th,amnm mmmumm,m:m
2/ Werrem, Stanlay ¥., Nemoir No. Li), Cormell University Expt., Statiom,



this method of snalysis. ,

Az has been stated previsusly, a cosfficient of correlsation of )
is perfect and a minus sign signifies inverse relstionship, while a
plus sign signifies direct relationship, |

Unless otherwise noted, the period covered in all cerrelatioms
was from 1921 to 1937 {crop years), snd in mo case was the ealculated
coefficient adjusted for the number of cbservations.

In an attempt to determine the sssociation between supply sad
price it was netessary to "sliminete® the influemos of changes in the
value of momey, This was doss by putting price in terms of purcheasing
power., In most cases the index mumbers of the mrices of sile«commodite
ies as prepared by the Bureau of Laber Statistics, couverted to a 1910~
1934 bape snd arop year average, were used for this purpose. The
Liverpee) prices of Imported Parvels wers deflated by uss of the ,
Statist index of the wholesals prices of 45 Mmhmm.y
In seme instences the price of whest was deflated by index pusbers of
the prices of 40 besic commodities, and when suoh ocourred notatlion is
given, &/

¥hen the world totsl supply of wheat, excluding the Umion of
Soviet 8ccliulistic Republics and China, for the crop year, July-June,
was correlated with the July~June aversge deflated price of Imported
Parcels at Liverpeol, s coefficlent of «0.835 was obtained, y This

yt&bh iﬁo ’
2/ Bee Tuble 4L for index mumbers of the prices of 40 basic commodities.

Y/ Prices of Imported Pardels are average prices of all recorded sales
of wheat on the British "parcels® market. Parcels are less then
carge lots, See "Whest Studies”® of the Feod Research FPowndstion of
Stanford University, Volume XV, No, 3, for the representativensss of
such & series,
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tends to show the close sasociation of year to year price changes at
Liverpoel te changes in the world supply of wheat. The coefficieat
of determination, which is a messure showing the percent of varistion
in price, accounted for by variations in supply, was 0.697.

Xansas City prices of No. 2 Hard Winter wheat for the orop year
July~fune, when corralated with world supply, resulted in & coefficient
of ~0,572, This is considerably leser them the coefficlest obtained
for Liverpes) prices and world supply (r % -.835). This tends to show
that during the period 1921 te 1937 prices at Liverpeol were associated
mors clossly with world supply than prices at Kansas City. Liverpeol
prices ares net influenced greatly by domestic production because such
& small portiom of the total wheat utilised in the United Kingdom is
produced there. During a portion of the peried, especially in the
years 1933, 1934 snd 1935, prices in the United States wers above the
world level due %0 short crops. In these yesrs tariff restrictiens
and low preduetion probably imfluence demestic prices more than world
conditions. Ordimarily, the United States is s swrplus producer and
prices in this country correspond rather closely to prices inm other
mm‘.l/xn these years of low production the United Steles was
on sn import basis for certain clssses of wheat which were used for
seed and flour, Ijb is probable that the correlatieon beitwoen Kansas
01ty prices and world supply would have besn greater if the period
coversd hed been lenger and had included more years when we were, as
we ususally are, producers for export.

3/ Bes Figure 10.




Kansas City prices of No, 2 Hard Winter were 'agai.n correlated
with world supply, although this time instead of deflating the prices
with index mumbars of the prices of all~commodities, basic commodities
wers used. This method resulted in a coefficient of +0.562, This is
slightly less than that obteined when all commodities m used
{» » ~0,572). Deflating a price series by basic commodities results
in an elimination of a larger amount of the fluctuation im price,
thus leaving less o be explained by supply and demand, A slightly
smaller cosfficient could probably be sxpected.

Work should be cenducted to determine which type of index best
eliminates the influence of changes in the value of money.

¥hen Minneapolis prices of Ho. 1 Dark Northern Spring were
correlated with the world supply of wheat, a cosfficient of «0,768 was
¢btained,. This is lowsr than that obtained for Liverpool but greater
than that obtained for Kansas City,

When prices at Minneapolis were corrslated with prices at
Liverpoel a cosfficient of 7+ 0,643 resulted, shile when Kansas City
prices were correlated with Liverpeol pricee 2 coefficieat of + 0.544
was found.

In work conducted by Doctor Timeshenke in his study *Whest Prices
and the World Wheat Market®, 1t was found that during the period 1892
to 1913 the gross correlation between Minneapolis and Liverpool prices
was 70,710 and between Kanses City prices and Livarpool prices * 0,767, &/

m‘ ”o .ciﬁ., ’b 57
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He also found s higher correlation betwess Minnespolis prices sod
world productioca than betwessn Xansas City prices and world productiqm
Liverpool prices were more highly correlated with world mémtm
than sither Kansas City or Mimnsapelis prices.

Becsuse of the fact that Ninneapulis prices represent spring
wheat, of which 1ittle is ususlly exported, and Ksngas City prices
represent hard winter wheet, which temds to be ome of the classes
usually experted, it would be expected that world conditiens affect-
ing our experts of wheat might have slightly more influemce on prices
ot Kansas City than ot Minnespelis. Although 1t is possible that
such oould be trus, it is 4iffieult to prove, At the present the
writer is nasble to give a satisfactery explanation for the closer
correlation between Winmeapolis prices and world supply than betwesn
Xansas Oity prices sad world supply. It is nonim that the
Mioneapelis futures market may give move recogaition to Liverpecl
prices then the Kansas Oity market. It seems ressonable to expest
that if Liverpoel prices are more highly correlated with world mly
than either Nismneapelis or Kansas City prices, and 1f Minneapolis
prices sre more highly correlated with world supply than Xansas City
prices, then Minneapalis prices should be more clesely sssociated
with Liverpool prices than are Kansas City prices.

¥hen Minneapolis prices wers deflated by index numbers of 40 basie
commodities and correlated with werld supply, o coefficiemt of -0.728
was found. This is lower tham that obtained when the prices were
deflated with index mumbers of the prices of all commodities {r = -0.768).
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igain, leas of the fluctuastions are left %o be sccounted for when
bagic commodities are used than when all-commodities are employed.

The world supply for the crop ysar July-June was correlated with
the Norih Dakota AugusteSeptember average farm price and a coefficlent
of «0,620 was obtained,

The association of the July~June worid productiom of whest to
the oroo yesr aversge price of Imported Parcels at Liverpocl during
the pericd 1921 to 1977, as measured by the coefficient of gross
sorrelation, was lsss than that obtained shean Liverpool prices were
correlated with world supply. The former associstieon was » = 0,726
while the latter was r s <0.835,

Doster Timoshenke using a similar metbod, but using sctual prices
ruther thas purchasing power, pricss of red whest instesd of Tuported
Parcels, snd for the period 1892 to 1913, obtained s correlation of
ramvxmurumuummmmm.ymrm
that these coefficients are approximately the same may be due to
chance, but they are probably large emough to show the associstion of
Liverpoel prices and world produetion.

The coefficient of correlation cbtained betwesn Kansas City prices
of No. 2 Hard Winter wheat and world production for the 1921 to 1937
period wag r = -0,489, It is probable that this coefficient iz less
thmmidhucmmualmerp_oﬂﬁmm. The domestic

3/ Timoshenke, op, cit., pe 2.




wheat situation relative to the world situstion during the period 1§33
to 1936 was peculiar. The United States ordinarily is a surplus
producer but in these years, due to extremely short crops, we were on
an import basis for certain types of wheat. During this peried
prices in the United States ware above the world level due principally
to low preduction and a high tariff, Because of this, it is probable
that domestic prices were imfluenced more by local than world con-
ditionas Omitting mometary influsnces, it has been shown that wheat
prices in the United States correspend quite closely to thome in
other countries and only under extreme local influences do they
deviate considerably frem the world lewvel.

In ad sttempt to further snalyse Liverpeol prices, a correla«
tion was worked "ut betweem productios in the Northern Hemisphere
and spring to fall changes inm price. Im order to make the result
as comparable as possible with that cbtained by Boetor Timoshenke
in kis correlation of the same factors, his method was followed.
% principal differences in the twes are the gredes of wheat used
and the period covered, Doctor Timoshemke used the prices of red
wheat of good average quality, while the writer used the prices of
Imported Parceis. The period covered by Doctor Timoshemko included
the years 1892 to 1913, while the writer covered the years 1921 to
1937,

Prices at Liverpoel are imfluenced by production in both Northern
and Bouthern Hemispheres. Harvest in the Scuthern Heamisphere is
ususally cospleted in the months of December snd Jamuary, and the



orop's influence on price is the greatest in the lats winter and
spring, Harvest Iin the Horthern Hemisphere beging in the spring snd
continues until late fall., It seems logical that during this period
prices at Liverpecl should be influenced by Horthern Hemisphers
produstion.

To deternine the sssociation betwesn Northern Hemisphere preducw
tion and spring to fall changes in price at Liverpool, the monthly
prices for April and Nay were averaged and taksa as representative
of spring prices, whils to represent fall prices ithe momthly prices
for September and October wers aversged. In eliminating the affect
of sessonsl variation, the aversge differense betwses prices in
April-liay sud Septemben-Getober for the 18 years, 1920 te 1937, was
dwtmiagﬁndﬁu&ihtk- yearly differsnce betwesn spring
prices was thea correlated with Northern Hemisphere productien and
a coefficient of ~0.850 was obtained. The cesfficient tends to show
that s oonsiderable smeunt of the ohange in pricve froem epriung te fall
at Liverpsel is assoclated with the sise of the cyrop in the Northern
Hemisphers. Doctor Timoshenke found the relation to be alightly
higher for the pericd 1892 to 1913, He obtained s coefficient of
gross corralation of 40,87,

 When Kansas City prices of ﬁaa‘% Hard Winter wheat were corre~
lated with Minnespolis prices of No. 1 Durk Northern Spring for the
period 1921 to 1937, a coefficient of + 0,604 resulted. This was



less than the correlation between Minnespolis and Liverpool prices
(Ryn S#0.643) and more than the sssociation of Kansas City snd
Liverpool prices (R ®70.544).

In an effort to show the relstionship of various supplies of
wheat to varicus prices, several supply-price curves have besn
celoulated,

In mwtmﬁwﬁmhhhnummwmmta
portion of supply. In thess instances, 1t should be remembered
that ths supply-priecs relationships, mathematically hm,
congider only s part of the total supply which may be avallable
and influemcing price.

Then farm prices wers not used, wholesule guotations at tere
ninsl markets have been employed. Although the terminal market
prices do not represent what the farmer reosives, they are in many
instances the basis from whish coumtry slewntor prices sre quoted
to the producer, v

The method used in the calculation of the supply-price curves
is thet worked cut by Doctors ¥arren and Pearson, and teken from
their tulletin ¥Interrelationships of Supply snd Price”. &/

1/ Gea discussion entitied "Price Determinstion in the Marketing
~ Provess,"page 39. ‘
2/ Por detalled method see ¥arrem, G. F. =nd Pesrsom, F. i.,

*Interrelatimships of Supply snd Price, Cornell University
Agricultursl Experiment Station Bulletin 466, Mareh, 1926,

104,
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There were twe purposes in using this method, First, after con-
sidering ma other !’oml« and methods of ealsulation, the writer
came to the conclusien that their method would probably give as accurste
~ Tesults as any other, and second, the writar wisbed to make certain
 cowparisens betwsen curves osloulated by the above mentionsd authors
and the ones he has computed. If such was to be done, & comparsble
method was necessary.

In all cases of calculation, price was stated in terms of pur-
chasing power by dividing the price by the index mumbers of the prices
of all-commodities as caleulated by the Buresu of Labor Btatistics,
converted to a 19301914 base, All references %o price in this section
ars in reality a reference to purchasing power.

In all instances whers yearly prices were used, they are crep
year, July-June, averages, the avaruges of the index musbers of the
prices of all commodities smployed ia determining purchasing power
mophmdmnmymrh»&hy ‘

In calculating th» methematical curve fitting the relation
hmﬁm&ywpriw,mmﬁmlc__%mm. When
placed in the form of logarithms it becomes Jog Yy @ b ~ & log x.

The comatants log b and a are determined by the solution of the twe
normal squatiens - Z (log x)2 (a) # Zlog x (log b) - £log x leg y = 0
and - 5 dog x (a)+Zn log b - T 2og ¥ = O,

The csleulated curves are based upon the relation of the pereent

that production or supply is in = given year of the average for the

P Maﬂ:ﬁhm“tmuplww:mmmwmaf
corresponding monthly index numbers of the prices of all commoditiss
on a 1910-191% base.
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preceding five years, to the percent that price is in the correspending
year to the aversge for the five yeurs preceding., Buch s procedure
tends to take inte account changes in supply end demand over periods
of time, and the eliminetion of short term movemsnts of price and pro-
duction or supply, as a baso against which comparisoms in individual
vears were made. Ths procedurs amounts to five year moving averages
of price and produstion or supply.

Instead of using adsolute figures, logarithns were used in sll
instances, Normel valuss are based upon the five yesr moving aversges
of mapply and price, each being considered 100,

After obtaining the constants log b and &, it wes necesssry %o
adjust the final estimating equation so that whea supply squalled 100,
price equalled 100, These sdjustments were necsssary to "sliminste"
certain other factors tending to influence prices In some cases it
may have been due to the tendeney of prise to increass or decresse in
purehasing power. % The revised equations were used in caloulsting
the curves siiomm in the {llustratioms.

Instesd of placing all prices on a 1910-1914 base by transferring
them into index numbers, before dividing by the index nunbers of the
prices of all commodities, actusl prices were used in stating the data
in terms of purchasing power. The result was the price of wheat in
tormg of dollars having the same vulue in purdhesing all commodities as
the dollar had in the 1910-1914 period, The same shaped curve will
result in both crses,

1/ Bee I;z{;m and Pesrson, "Interrelationships of Supply amd Prioce®,
page .
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The period covered included the years 1920 to 1937, but due to
the fact that five yeur moving aversges were used xs normal, the actual
curves are based om the period 1925 to 1937.

The relations between supply and price are shown in Table 23.

The original smd revised equations are shomm is Tuble 24.

The relation betwem the July-Juns crop year average price of
Isported Parcels at Liverpool snd the crop yesar world supply of whest,
excluding the Union of Soviet Sceialistic Repudlics and Chins, is
shown in Figure 17,

During the period 1925 to 1977 vhen the world supply of wheat
was 10 percent below the aversge for the rweceding five years, prices
of Imported Parecels at Liverpeecl tended to be 17 percent sbove the
average far the five years nreceding. ¥hen the world supply wes 10
persent above the preceding five ysar aversge, prices at Liverpool
tended to be 12 perecent below the preceding five year average. i
given perosntage incresse in the world supply tended to result in a
lens ptriking affect on price than the ssme percentage detreass im
sapply. In other words, a deficit supply has a greater influence on
price than a surplus supply.

During the same period, when the world supply of wheat was 10
psroent sbove normal (preceding five year aversge) prices of No. 2
Hard Winter wheat at Kanses City were 17 percent below normal
(proceding five year aversge). (Pigure 18). A world supply 10 perceat
belew normal temded for prices of No. 2 Hard Winter at Kansas City 23
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percent above mormal. Again, a given percantage decrease in the world
supply had & greater influemce om prices than the same parcentage
increase in supply.

When the world supply was § percent sbove normsl (preceding five
years aversge) prices st Kansas City tended to be 9 percent below
normel (preceding five ye:sr sversge), while when the supply was §
poresnt balow normul, the orice was 1l percsnt cbove normal.

During the period, a given percentege increase in the world
supply of wheat was sccompanied by lower prices st Kansas City than
at Liverpools A supply 10 percent above normal tended to give a
price of wheat at Kanses City 17 percent below normsl and at
Liverpool 13 percent below normal, Similarly, = 10 parcent decresse
in the world supply was sccompanisd by prices at Liverpool 17 perw
cent above normsl and prices at Kansas City 23 percent sbove normal.
A givea percentsge decresse in the world supply had & more striking
influence on prices at Kansas Uity than at Liverpoel.

England 1s definitely o deficit ares while tho United States is
a surplus producing country and it is 1o Y expected that prices at

j }j :

Kanses City would tend to fluetuate mors vichntly than prices at
Liverposl, v , '

Figure 19 shows the relation of world isuisvtlon of whest to
the price of No. 2 Hard Winter whest at Kansas City for two different
periods. The ourve for the period 1899 to 1912 was calculated by
Doctors Warren snd Pearsen snd taken from their bullstin "Interrela-
tioaships of Supply and Price®, while that for the peried 1925 to

? Bee Sarren smﬁ?urm, Flnumhumshipa of Supply end Priee",
ope clty, Pe 60,
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1937 was calculated by the writer,

During the period 1899 to 1913 when the world crop was 10
percent above normal, prices at Kansas City were 12 percent below
norsal, while im the p.riedl%ﬁtol?ﬁthcmnumﬁm
gave prices at Xansas City 17 perceat delow mormal. i world pro-
duction of 10 percent below morwel tended for prices at Xansas City
14 percemt above porssl ia the earlier period and 23 percent above
sormsl in the later period. The date : va a tendsncy te show that
prices st Kansss City fluctuated more violently with = given world
production in the period 1925 %o 1937 thin in the pericd 1699 to
1913, Tt is possible that the more violeat changes in the later
period may be acoounted for by incressed commercialisation of agri-
culture and by imberent changes ia our sosaouis organisation,

During the pericd 1925 to 1937, a world crop 10 pereent above
normal had & more striking influvence on the price of wheat at Kansas
City than at Liverpocl. A world production of 10 percent below
normal caused a grester change in prices at Kanses City than at
Liverpoal., When the world crop was 10 percent above normal, wheat
prices at Kansas City were 17 percent below normal, while those at
Liverpool were 8 percent below msamal. When world production was
10 percent below normsl, prices st Kansas City were 23 percent
above normal, while prices at Liverpool were 10 parcent above mormal
(Figure 20},

During the saue period (Figure 21) & given sise world supply
of whest tended for a more umm influence om prices at Kansas
City than a preportienste sise United Btates supply. Muas the
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world upﬁy of wheat was 10 percent above normal, prices at Kansas
City were about 17 percent below normal, while a United States
supply 10 percent above pormal gave prices at Xausas City 11 percent
below mormols A world supply 10 percent below normal was accompenied
by prices at Kansas City 23 parcent sbove normal, while s United
Btates supply 10 percent below normal gave prices 14 percent above
normal.

Although during the period 1925 te 1937 United States productiom
of wheat was 830 veriable that deviations from the gslculated curwe
were large, the data tended to show that prices of .l!m 2 Bard Winter
wvheat at Kansas City were influsnced more by world production than
United SBtates production, When the United States production was 10
percent above normal, prices at Kansas City were 5 percent below
normsl, with a world creop 10 percent above normal, prices wers 17
percent below normal, A werld production 10 percent below normal
gave prices st Kansas City 23 percent above normsl, while & United
States crop 10 peroent below normal relsed prices 5 percent above
sormal (Figure 22).

Doctors Warren and Pesrson found that during the period 1899
to 1913 a world crep of whest 10 percent above normal caused Kansas
City prices of No. 2 Hard wheet to fall 11 percent below normal,
shile & 10 percent above normsl United 8tates croep gave Xansas City
prices 10 percent below mormal, When the world production wes 10
percent below normal, prices at Kansas City wers 14 percent above
normal, & United Btates production 10 psroent below normal gave



prices 12 percent sbove normal. They slso found that world produstiom
was inclined to have more influence on the Kinnesota farm price than
414 United Btates produstion. ¥

Pigure 23 shows the relation between the United States total
supply of wheat and the prices of No. 2 Hard Winter sheat at Lansas
City for the period 1925 to 1937, VWhen the domestic supply of wheat
was 20 percent above normel, yearly pwrices at Kansas City were 20
percent below normel, while a supply 20 percent below normal gave prices
at Kansas City 32 perecent sbove normal,

In an attempt to show the influence of the United States supply
of wheat on fars prices in surplus and deficit producing sress, curves
were oaloulated for the states of Georgla, (deficit area) snd North
Dakets (surplus ares).

When the United States supply of wheat was 10 percent above normal,
the AugusteSeptember averuge ferm price im North Dakots was I percent
below norsal. th United Btutes supply wes 10 percent below
norual, mmmuimwmmmmmmmm
peroent zbove mormal (FPigure 2% 8/%

Figure 25 shows the relation between the United States supply
of wheat and the August-September average farm price in Georgia. When
the mupply was 10 percent sbove mormel; e Seorgla farm price durimg

)/ Warrem and Pearson, ¥interrelationships of Supply and Price¥,
ops cite, pv 67 and 130,

4/ Porth Dakota prices obtained from Yuller, O, M. and Willard, Rex R.,
Prices of North Dsketa Farm Products, Dulletin 2352 and Browms, Willard
Oop and Mller, Cap B., rmormmrm
Minsogragh Bapplensnt, Forth Dekota Agricultural mt. tatione
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6.

August snd Beptesber was 4 percent below normsl. When the United
States supply was 10 percent below normal, the price received by
wmmﬁomumsmmtummv

A 20 percmut shove normal supply of wheat in the United Btates
lowered prices in North Dakota 25 percent below norsal and in Georgls
8 percent below normal. When the United States supply was 20 perceat
below normal, Georgia farm prices were 10 percent sbove umorwsl, while
North Dakota fars prices ross 42 percent above mormal, In both
states & given percantage increase in the United Btates supply had &
less striking influsnce on price then the ssme percentage decrease in
supply (Figure 26). 1

In ths period 1925 to 1937 when the United Otutes supply of all
wheat was 20 percent below normal, the June prige of No. 1 Dark
Northern Spring at Minneapolis wes 24 percent sbove normsl, while when
the United Btates supply of wheat was 20 percent above normul, the
June price in Mioneepolis fell 16 percent below normal, When the
domestis wupply was 10 percent below norwal, the price ia Juns was
11 percemt sbove normal, while 3 supply 10 percent above normal
depresred Sune prices 9 percent below normale i given deoresss in
the Jaited States supply of whest had more affect on the June price
2t Hinnespolis then a similar incresss in supply (Figure 7).

England draws her supply of wheet primarily from the surplus
areas of Canada, the United Biates, Argentina sad Australis, The

v Qm‘in prices obtained from United States Deparésant of Am«lm.
Prices Receiwed for Farm Products - Southeastern Stutes; Statistical
Bulletin 16, and Crops and Markets.
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harvest in Canada, the United Stntes and other countries of the
Horthern Hemisphere takes plece from Mey to Beptember. Prices at
Liverpool during this period were influenced considersbly by
Northern Hemisphare production, &

In the period 1925 to 1937, & crop in the Northern Hemisphere
10 percent belew normal (proceding five year aversgs) gave a 29
percent above normal (preceding five yesr average) change in price
from April-May to September-October of Imported Parcels at Liverpool,
4 Northern Hemisphere crop 10 percent sbove normal caused s price
change in Imported Parcels at Liverpool from April.day to Ssplember~
October of 21 parcent below normel, Prices at Liverpool terd to be
lower in the fall than apring. Largs supplies arriving on the
market probebly acosunts for this. The fzll price tends to be lower
after & large crep in the lNorthern Hemisphere then after a short
crop.

3/ See disguseion wnder "Coefficients of Correlsation, Relation of
Production and Price®, and also Timoshenko, V. P,, Wheat Prices
and the World Wheat Market, Cornell University Agricultural
Experiment Station Nemeir 118, July, 1930.
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DIFFERENTIAL PRICE BEHAVIOR AMONG THE CLASSES OF WEEAY

The price of a particulsr grade of a class of whsat at & terminal
markst in the United States iz the result of the action and interaction
of numerous forces, many of which are world-wide in importance and
cause price adjustaents in all markets, Others are nationsl in seope,
directly affecting prices in this country and sometimes those in other
countriss emly indirsotly. Usually the internstionsl foroes are
strongest, although at any perticular time domestic influences aay
doninste those of world importance, causing domestic prices to deviate
considerably from the world level,

Prices of one class of vheat msay be high or low relative to
another depmnding upon conditions of supply and demand for esch. Prices
of one grade within s cless relstive to snother in the mame class may
be high or low, depending upon supply snd demend conditions of one as
compared to those of the other,

Price relations among the various classes of wheat are the basis -
for this section, This type of price behavior lends itself to sualysias
by the use of ratios.

The following is & statement msde by Doctor Working of the Food
Research Poundation of Stanford University, % In speaking of differen-
tial price behavior in relation to the price series, he states “the
ideal situstion is found where ons series responds exactly like a second
series 10 a1l factors that besr on the second, and reflects, in additiom,

}/ Working, Holbreek, "Differential Price Behavior as a Bubjeet for
Commodity Price Analysis,"reprint from Economsirica, Jourmal of the
Zoowsmetric Bociety, VYolune ), Bo. &, mew, 1935,



.. “%’L

a fairly mzovbuﬁy of speecial influences,®

Prices of wheat by classes prebably have snough of these charsctere
istics ‘Gﬂk snable one o utilise a method of differential price analysis.
Price differences among the classes are associsted with conditions of
sapply snd demand relative to sach. Tn sttempting to study these
differsnces, production and price retics were pr-pud showing the
relationship betweesn the production of ome class of wheat as compared
to ‘another and prices of both.

If supply deta were available for e longer period, it is prodable
that the relation would be more significant, This 4is also trus with
the prices employed, If prices were available for each class of wheat
as s whole instead of specific grades within the class, the price
ratios would he more comparable as between clusses.

The warious classes are represented by the prices at terminal
markets of the mnmuwmmu.ymmspm, Hoe )
Dark Northera Spring at Ninneapolisy Hard Red Winter, Ro. 2 Herd Red
¥Winter at Kansas City; Soft¢ Red ¥inter, No. 2 Red Wiater st St, Louis)
Durum, No. 2 Auber Durum st Mimnaspolis) snd Whitej Soft White at
Portland, Weighted average yesrly prices were used in all cases,
(Table 26),

The first step in the calenlation of the production ratio was to
obtain the percent that the produstion of ssch class of wheat was of
the total United States produetion of all wheat for each year during
the peried 1921 to 1937, (Tuble zs).\ Ao an exauple, to determine the

1/ The class mame 1s givem first, the grade and class of whect represen-
ted in price second, and the termimal merket last.



production ratic of hard red spring to soft red winter, the percentage
valoe for the former was divided Ly the percentage valus of the latter,
Eimilar ratios were caloulated for esch of the 10 unlike combinations
| of the five clamses for each year in the period 1921 to 1977,

The price ratfo of hard red spring to soft red winter was obtained
by dividing the yearly price of the former by that of the latter, The
sans procedurs was followed in obtaining the prise ratios for sll som-
binstions in sach years The ratics of produstion end price are given
in Table 27, ¥/
| In disecussing the produstion ratics refersnce is made to the per~
centage values when speaiing of relatively high or low production.

Figure 29 shows the production and price retios of saft red winter
to bard red winter for the pericd 1921 te 1937, Only 2 glanoe is
necessary o see the inverse relationship betwesn the twe, that is,
vhen the production ratio is high the prioce ratio tends %o be low and
vice verss. A high productien retio may be dus to & short erop of thet
class of whest represented in the denominator of the fraction with
average production of that class represented in the sumerator. i
large production of that class represented in the sumsrator with ealy
aversge production of that class represented in the denominster will
also result in a high production ratie, Varying magnitudes of produc-
tion for each class will cause changes in the sise of the yatios.

A smal) retio msy result from a largs production in the olass of
wheat represented in the denominstor with average production in the
class represented in the mumerator, A small production of the class

17 111 raties were wmitipiiad by 100,



hprcmm in the numerator with average production of the class
represented in the denominator will result in a low production
ratio. Yarying degrees of yrodustion for each class will csuse
changes in the sise of the ratio,

A large price ratio will resuit fiom & relatively high price
for the class represented in the mumerator with a relatively low
prics far that represented in the denominutor. A small prise matie
will result from a relatively low price in the mmerator with a
relatively high price in the denominator,

in incresse in the produstion ratio and & dscline in the price
ratis tends to show that the class of whent represented in the
aumerateor has fallen im prics relative to that in the deneminstor
while production of that class represented in the numeraztor has
increased relative to that in the denominator,

A decline in the production ratie and an insresse in the price
ratio tends to show that the class of wheat represented in the

punerator has increased in pries relstive to that im the denominator,

while production of that class represented in the numerator hes
fallen relative to thet in the denominator.

Pigure 29 indicates that in the years 1933, 1934 and 1935 the
production ratios of soft red winter to hard red winter were ex-
osptionally high, During these yesars the preduction of seft red
winter had incressed relative to the total United States productiom,
while hard red winter hed declined. The price ratios for this
period decressed showing that relative to the price of hard red

123,
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winter the price of soft red winter had incressed.

In 1928 the produstisn rutioc was extremsly low dus to a large
produstion of hard red winter snd a short crop of seft red winter,
The prics ratio in this year was relatively large showing that the
price of soft red winter was high relative to hard red winter,

Figure 30 shows the production and price raties of duwrum te
soft red winter, An ianverse relationship was found., In 1928 en
exceptionally large production of durum and a shoyt crop of soft
red winter ceused the production ratio for that year to be high.
Tha price retio was relutively low, Boft red winter sas high in
price relative to dwum, Beginning in 1931 the production ratios
of thess two classes of wheat were low, dus principally to short
erops of durum. 3Soft red winter produstion during these years was
lower in sctual bushwls, but the dedline was not se great proper-
tionally as for durunme. The prices for these two classes show that
relative to soft red winter, durum was high in price.

The production snd price raties of durum %0 hamd 2ed spring
sre eshown in Figure 31. In 1921 and 1922 the production ratics
wore high, In these years the erop of durum was large while that
of bard red spring was reiatively small. The price ratios in thess
yearw wore low, vhich indicated that relative to hard red sprisg

128.

prices the price of durum had sdvanced, Short ¢rops of durum relative

to those for hard red spring begimming in 1931 tended for durwm
prices %o advance relative 1o those for bard red spring. In 1935
and 1937 produstion ratios incressed and price raties dscreased,

showing that hard red spring pricses sdvanced relative to durum prices.
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In yeurs 'wm ths production ratios and price ratios do not mowe
inverssly, other factors were probably responsidle., imong these it
nay be that the carryover of esch cluss of wheat has sonsideradle
influsnce, Changes in demsnd for the varicus classes may bave some
affegt,

In 3924 the produciloa ratic of white wheat %0 hard red winter
. was very low, and the price ratico was exceptiomally high. (Migure 32).
In this year the orop of white wheat was only 5.8 pervent of the
total United States predustion, while in ths periocd 1921 to 1937
production of white averasged 11 percent. In the same ysar the pro.
duotion of hard red winter was 42 percent of the total United States
production, while during the period 1921 to 1937 it averaged 40
percent, A similar situation cecurred in'1931. In 1933, 1934 and
193% the production ratios wers high and the price ratios low, This
condition tended te show that relative to hard red winter wheat
production, the production perceatages valuss fur white wheat had
increased and prices of white whent bad declined relative to those
for hard red winter. Durisg these years the spresd betwsen the
production and price retios was large.

Pigure 33 shows the ratiocs of white to hard red spring. DBetween
1921 and 1930 the spread betwsen the produstion ratios and price
ratios was wids s8 compared to latter yesrs, the prics of white wheat
during this peried was Ligh relative to hard red spring and the
production of hard red spring was large relative to white. Begimning

127,
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in 1931 the production percentags values of white whest increased
relative to that for hard red spring and the price ratios dearsssed,
showing that white declined in price relstive to herd red spring, ¥
Other factors besides production influenced the relation betwesn
prices of the verious classss and cevsed & 2msll increuse in the
pries rette of vhite o hard red spring in 1936, when the production
ratio incressed tremendously, ,

During the period 1921 to 1937 the productisn percentage values
of white wheat Incressed relstive to the percentage values for durum
whest. The prics ratio of durus to whits increesed, which indissted
that relative to white wheat, the production of durum hsd decrsused
snd 1t price hsd fncreased. TFrom 1931 te 1930 the mroduetion ratie
of durum o white whest uas above the price ratio, while in the pericd
1931 to 1937 the production retlo was helow the price ratiec, When
eompared to their Telatlon ovar the entire 17 years, white wheat was
hizh relative to durem fn the flrst paried and in the latter peried
durum had incressed relative to white whest, &hort erops of durum
relative te white fncressed the price of durum more than white after
1929, (Pigure ).

The production snd price ratios of hard red apring % hard red
_winter whest are shown in Mgure 35, In 1925 & deoresse in the
production percentage value of hard rod winter with an increase in the

3/ Production percentags vaiues refer to the parcent that the production
of a particular class of wheat 1is of the totel United Btates produstion,
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production value of hard red spring resulted in s large produstion
ratio, The price ratio declined but mot in proportion % the
increase in the production ratio. With certain exceptions, there
soomed t0 be & tendancy for the price ratio to change less than the
production ratio. In 1931 the production of hard red spring wes
ssall, ouly 73 silliom bushels,as compared to an averags of 169
million bushels for the period 1925 to 1929, The produetion of
bard red winter iz 1931 was 514 million bushels, ss compared to an
average productien of 332 million bushels for the years 1925 to
1929. The low production of hard red spring and the large produc-
tion of hard red winter resulted in a low production ratic. The
price ratio was high and tended to show that relatiwe to the price
of hard red winter hard red spring had incressed.

The production ratio of white to soft red winter wheat bas
varied less in the last 17 yeers than the rutic of hard reéd spring
%o bard red winter, (Figure 36) In 1928 a reduced production pere
centage valus for goft red winter with shout an awwrags production
vilue for white resulted in a high produgtion retie. 4 decline in
the price ratio cocurred, showing that soft red winter had increased
in price relative to white., In 1931 a fall in the production ratio
tended for an increase in the price ratio, although there was a
greater proportionste change in the price ratio than the production
ratio, It is probable that factors other than produetion are rep-
ponsidle for this.
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From 1921 to 1926 the production end price ratios of hard red
spring to soft red winter were less varisble than in the remainder
of the 17 year peried, (Figure 37). In 1928 a short crop of soft
red winter tended to increase the production ratie considerably.
Although the price ratio declined, it fell proportionslly less than
the increase in the production ratie. Short crops of hard red spring
from 1934 to 1927 resulted in low production retios. During this
- period the price ratios increased,

Figure 38 shows the production and price rxtios of durum to
hard red winter wheat. Over the past 17 ysars the production ratios
of themse two classes of wheat have taken a downward trend, which
tends to show that relative to the production of hard red winter the
production of durum hag been declining. In the msantime the price
ratios of durum to hayd red winter have shown a tendency to incrsase,
indicating that relative to the price of hard red winter, the price
of durum hes incressed. The production and price retics wers guite
variable from year to yesr, slthough the tremds were evident.

Very little work has besn done in the past on price differen~
tials ss pertaining to the various classes of wheat, The inudequate
attenpt to explain price differences by the use of production data,
will show ths occurrence of price differences and a need for studying
this type of price behavioer,

If pignificant results are to be obtained, it is probable that
it would be necessary to prepers waighted prices to repressnt each
class. Each grade within the class could probably be weighted by the
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amount sold at the repressutstive terminal markets.

If intra-class price analysis (price 4ifferences between grades
within the class) 4s to be attempted, it is possible that sufficient
price data are now available, at least for certsain classes.



13,

8EASONAL VARIATION IN WHEAT PRICES

One of the simplest methods of sttempting to show sessponality
in prioes iz to tabulate in graphic form the number of times monthly
hi@wimmhimrwlmmmmwnsmﬂnu

Pigure 39 shows ths results of this method vhen applied to Ho. 1
Horthern Bpring wheat at Minneapolis for the 52 year period 1886 to
1937, The primery data upon which the graph 1s based were taken
from the 1937 Annual Report of the Ninneapolis Chamber of Comserce
for the year snding December 31, 1937,

In 28 years out of the 52,monthly high prices in July were
lower than in the preceding June, while in 24 yesrs prices were
higher in July then im June., In this month new crop marketings begin
to arrive on the ¥inneapolis market, but it is probadble that the
mospects and eatimstes of the sivring wheat crop in the United Etates
sre an importent factor in depressing prices in this month, es-
pecially if the outlock ia for a large cxop. Although some new whest
arrives at this market im July, the larger portion ususlly does not
nove until iugust and SBeptesber. Spring wheat prospects in Csnads are
usually price influencing factors st that time., In July the marketing
of wheet in the winter wheat belt is hesvy and prices at Minnsapolis
are influsnced by this condition, slthough probably not as much as
Kansas City prices.

3/ See Green, K. K., Sessonal Fluctuations in Wheet Prices, Circular
121, Kansss Btate Agriculturel Experiment Station, December, 1925,



In August Minneapolis prices during the 52 years wers higher
than the preceding month in 19 years and lower in 32 years. Prices
in this month probably feel the complete affect of the movement of
wvheat ix the winter wheat belt. Receipts at Kinveapolis during
this period are usually hesvy and crop prospects in Canada no doubt
influence prices to some extent. Harvest is usually at its pesk in
the spring wheat belt of the United States, In August thers seems
to be & dacided decrease in the frequency of price improvement.

Septenber prices increased lni frequently than sugust prices,
In the 52 year period the September price was higher than the Auguast
price in only 17 years, m.mJSthm«.’mmtmﬂa
was lower, The marketing of epring wheat is heavy in Septenmber,
although there is a decided decresss in the marketing of wheat by
farmers in the winter wheat belt. During that period harvesting
is underway in the Canadisn sprimg belt but it is still toe early
for a heavy movement to market. BExperts of whest from competing
countries are usually light during this time, whieh may have &
tendency to stremgthen prices.

In Gctober there seems to be a slight tendency for prices to
increass more often than in Septeaber. In this month prices wers
higher 40 percent of the time against almost 33 percent of the time
in September, In October monthly high prices were higher than the
pressding month im 2} of the 52 years snd lower in 28 years. Of
the factors tending to depress prices im October, heavy marketings
at Minneapolis and increased movement of the Cansdian erop sre



probably important. Prices in this month may tend to rise dus to a
deareams in receipts at other termimal markets, especially in the soft
rod winter and hard red winter wheat belts. |

As cmm to prices in the preceding mounth, mm prices at
Minneapolis declined in 35 out of 52 yeers and increased in 17 years.
The tendency for weaker prices in this period may be dus in a large
measure to the beavy movement of Cansdiasn wheat. ilinneapelis receipts
are ususlly smaller in this month than in sny of the preceding thres
sonths, but usially lerger than in any of the other momths with this
exception.

Decenber prices show a tendency to strengthen. In the 52 yesrs,
the monthly high prics afla.;lﬁnrhhonaprmg at Hinnespolis was
higher than in the preceding menth in 26 yssrs snd lower in 25 years.
In the later part of Decesber the (rest Lakes are usually fresea over
and closed to transpertztion. This reduces the movesent of whest
from Canada, another factor which may tend for strenger prices is
the reduction in the primary movement of wheat to terminal markets in
the United States, |

Jamuary prices show a distinct tendemoy to incresse over December
prices., Prices in this month were higher than those in the preceding
month in 40 of the 52 ywars, while they were lower in oaly 11 years.
During this sonth the movement of wheat from Canads is reduced and
exports {rom competing countries sre usually the lowest. A}.WA
the harvests in Australia and Argentine are underway, movement of the
crop into export channels is still very light. Wheat movement to
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terainals in the United States is relatively small. In this month
there is ususlly quite a drop in the juantity of wheat in store in
public and private elevators at MHimneapolis. The visible supply

of United States wheat is usually ssaller in January than in previous
mnonths, although the Canadisn supply is msually larger. |

Minnespelis prices show a tendency to weakem in FPebruary, In
this month, prices were lowsr in 31 years and higher in 13, (Pigure 39)
Exports from the Scuthern Hemisphere are ususlly large im his month.
Australis snd Argentima export a large portion of their crop and
thess incressed exports tend to depress world prices, shich are
reflected in our domestic markets. Sometimes local factors temding
to strengthen prices may dominate those of world Wm and cause
priocss to advance. »

Nareh prices show tendencies somewhat similur to those of
Pebruary., In 30 of the 52 years prices in this month decreased as
compared to those in February, while in 18 years prices advanced,
Exports from Australis and Argentins continue to be largs. Foreign
demand for domestic wheat is usually reducad at this time, and will
tend to weaken any prios incressing influences which way be at work,
especially if the erop in the Scuthern Hemisphers is large.

Prices in April teonded to show an improvement over those in
Haroh, In 32 of the 52 vears prices advanced over those in March
and decreased in 19 ywars. In this month exports of wheat from the
Southerm Hemisphere are usually dscreasing. %he Great Lakes are still
closed to tranaportation and there is no great incresse as yst in the



spring sovement of wheat from Canade, Aveilable estimates of oconditien
of the winter wheat crop and prospective plenting of spring vheat are
often price influsacing factors at this time,

The Moy price at ¥inneapolis incressed over the preceding month
in 29 of the 352 years and decreased in 22 years. Although export
novemsnt in Argentina and fustralia is usually lighter in this memth,
Cansdisn movenent increases. The Great Lakes are usually epen for
transportation by the end of ipril, It is possible that if the
Cansdian crep in the preceding fall was large, the movement in the
spring would be lwpertent, Spring and winter whest prospects may at
tines influence prices in this momth. The acresge of wheat seeded and
'WM&MMM&«Mn&Wan
futures merket.

June prices show a tendenocy to decline as compared to the previeus
nonth. The price in June decreased in 31 out of the 52 years and
ineressed in 20 years. Harvest in ths winter wheat belt ususlly begins
in this month and movemsut from farm to merket proceeds. linneapolis
primmiaﬂmoﬁby&tummmmmtotpﬂm
at Kensss Gity. It i{s probadls that price influencing conditions
concentrated in the winter whest belt seldem affeet prices at
Minnsapelis and without affecting prices at Kansas City. The influence
at Kansas City is probably more diregt than the affect at Minnespelis.
Spring wheat prospects in Cenada and the United States no doudt tend
to influsnocs prices in this month. In sowe years, through its influence
on export demsnd, Buropesn productiem may tend to infiusnoe prices,
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Figure 40 shows dats similar to thet in Figure 39, although for
Ne. 2 Hard Winter whest at Kansas City, The material was prepared by
Professer R. M. Green and taken from his Wiluiin "Seasonsl Fluctua-
tioas of Wheat Prices¥. & With the exception of the tendencies ia
thcmﬂuaf&motmmmm, th-primathﬁmhyd
seasonality sinilar to prices at Kansas City.

New wheat arrives in the Kansas City market befors it does in the
Ninneapolis sarket. Winter wheat marketing usually begins st least a
month before the marketing of spring wheat, Ths large movement of
wheat in the winter sheat bDelt in the early pertiom of the arop year
tends to depress prices at Kansap City directly and indirectly those
at Minneapelis. As the crop year proceeds into September, Cctober end
November, prices at Xansas City are probably influsnced less by new
crop supplies in the winter whest belt than Ninnsapolis prices are
by new crop marketings in the spring belt. During the momths of heavy
spring vheat movement, prices at Mimneapolis are influenced more
direstly by this factor than are prices at Kansas City. It is alse
probable that Minneapolis prices ars influenced more directly by
Canadisn crop conditicns,

The sscond method smployed to measure seasonality is that of
indexss of peasonsl veriation.

1/ Gream, R. V., Beasomal Fiuctuations of Wheat Prioes, Cirewlar 121,
Eangas Btate Agriculturel Experiment Station, December, 1925,



Monthly weighted average cash prices of No, 2 Hard Winter wheat
et Kansas City were used for this purposs. Each monthly price was
divided by the corresponding monthly index number of the prices of
allecommodities in an attempt to “eliminate™ the affect of changes in
the value of momey, v

In calculating the indexes of seasonsl varistion the method of
umummmw. To obtsin the index for Janusry the
following operations were performed. Trend was represented by a 13
month soving average determined by adding to the sum of the July to
Juns purchasing power wvalues the sum of the succeeding Auguast to
July valuss and dividing the total by 24. The result, s 13 month
moving sversge, was centared on the seventh momth, Jamuary in this
instsnes. A similar procedure was uped to obtain trend values for
all sonths from Janusery 1921 to December 1937, The next step was
to obtain ratios of actual sonthly purchasing power values to the
corresponding trend values. For January the ratioa were found by
dividing each monthly actual purchasing power value by the corres~
ponding monthly trend valuss. The ratios so obtained for all
Jamuarys in the 17 yesr period were then sversged. The resulting value
was the unsdjusted index of sessonal veriation for January. ifter
these calenistions were completed for all 12 months, the indexes
were adjusted to total 1200, (See Tuble 28 for the sdjusted values).

3/ The Bureau of Lebor Btatistics index mumbers of the prices of ell
commodities converted to a 19510-194 bese were used for this
PArpose,



Professors Welte and Cox at the Unitersity of Hinnesots prepared
indexes of seasonal variation of the price of Eo, 2 Hard Winter wheat
at Xansas City using sctual prices rather than purchusing power, 3
The writer followed the same procedures in caleulating the indexes
baud%mhningmmtthoahmmtmmwhuw
mining seasonal variation using sctusl prices. With this exception
snd the fact that the indexes based upen actual prices coversd the
yours 1921 to 1935 while thoss based upes purchasing power included
two additfonsl years, 1921 to 1937, the twe are comparable, ¥/

Anuyhmiq!igmtl,tbotmm:mdntmm.
¥ith the exception of Nay, the two moved in the same direction im
svery month, In May the index based upom purchasing power rese, while
that based upen actual price fall,

Based upon the indexes of seasonsl variatiom calculated from
purchasing power, Kansas City prices tended to decline ia July,
increased in August, September, October, November, December, Jamuary,
and Yedruary, A decline ocowrred in ¥arch, followed by 2n increasse
in April and Nay and & decline in June. |

Figure 42 shows the index numbers of sessonality calculated by
Professors ¥aite and Cox for No. ) Northern Spring wheat at Minneapelis.
ﬁewmmmuhu,umm&mimwuam

ym«,:me. co:,m&,mmvmuwdkimﬂ
NMerketings of Minnesots Agricultural Preducts, 1921-1937, Bulletinm
127, Winnemsots Agrioultursl Experiment Station.

2/ bata taken from Mimnesota Bulletin 127 ere found in Table 28.
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begimning in May and ending in November. is was stated in connection
with Figures 39 and L0, increased supplies of spring wheat om the
Minneapolis market tend to depress prices in iugust, September snd
Hovember. Prices in the months of June and July are probably weskened
by heavy marketings of winter whezat at Kansas City and spring whest
prospects in the United States and Canada, After November the tenden-
cies for sesponal varistion are similar at both markets, Juns prices
fall faster at Kansas City than at Minneapolis, probably dus to the
harvest and prospects for a crop in the winter wheat belt.

It iz probable that regular, re-occurring seasonal varietion in
wheat prices is limited to & rether smll amount snd is dominsted in
most years by cyelicsl influentes which very in magnitude and time of
appesrance. v

1/ Bee Minnesota Agricultural Experiment Station Bulletin No. 127,



PRICES OF WHEAT PRODUCTS

Index mmbers were prepared for the Minnespolis sholesale prices
of Nou 1 Northem Bpring wheat, Spring Patent, flour, Btandard
niddlings, Standard bran and the Hiansapolis retail price of white
bread by months for the crop years 1920 to 1937,

The original prices in sctual units are found in Tsbles 29, 30,
N, 32 and 33,

The same method was used in arriving at the index nuabers as has
besn deseribed in the preparation of index numbers of the price of
wheat i3 five camtries. Aiverages of the five monthly prices for each
sonth during the period January 1910 to December 1914 were used as a
base. The base price for each month was divided into the corresponding
wonthly price for each crop year frem 1920 to 1937, with the exceptiom
of flour, for which the period ran frem 1920 to December 1937. In the
caleulation of the index mmbers for the retail price of bresd corres-
ponding months for the pericd Jamuary 1913 to December 1914 werw used,
no dats was available prior to that time. 211 prices used with the
exception of those for retail bread were monthly aversges. The prices
taoted for bresd are for the 15th of the month im most instances. The
index munbers sre found in Tables 34, 35, 36, 37 and 38.

Figure 43 was prepared to show the relation between the purchasing
power af the price of Sprimg Patent flour at wholesale and the United
States supply of all wheat. The pupply-price curve was calculated by
mmmmmumumnmmrmwn
curves for sheat. The preceding five year moving average of purchasing
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power and supply was used as a "normal® for sach. The price of spring
patant flour vas stated in terms of purchasing powsr by dividing prioce
by the index wambers of the prices of all comsodities. 3 The perted
covered includes the crop years 1925 to 1936. The calculated price

values obtained for various degrees of supply are givem in Table 23,

The ariginal and revised equations are found in Tuble 24.

During the perfod covered when the United States supply of wheat
was 20 percent below normel, the Minneapolis price in teras of pure
chaping power was 17 percent above mormal. When the supply of wheat
was 20 percent above normsl the price of flour was 12 percent below
norsal, A short supply of wheat had a more striking influence on
flour prices at Minnsapolis than a large supply.

Figure 44 shows the relation of the United States total supply
of wheat to the June price of No. 1 Durk NHortherm Spring wheat at
Minneapolis and the July.Jume aversge price of 8Spring Patent flour st
Hinneapolis. Wheat prices cover the period 192% to 1937 and flour
prices are for the period 1925 to 1936, The two curves are not
strictly comparasble, but the writer doubts if the curve for wheat
would have been chenged appreciably if crop year aversge prices had
been used instead of the June price end if the period covered had bemn
1925 to 1936 instead of 1925 to 1937.

There is o tendemcy for wheat prices to be influenced more by a
given supply them are flour prices, Data presented later will further

1/ Bureau of Labor Btatistics index converted to = 1920-1914 base,
and & Crop year average.
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substuntiate this statemant, I 1is logicsl to expect much & condition.
For as & commodity passes through the channels of progessing it is
affected less and less by factors csusing price changes in the raw
material,

During the period when the United States supply of wheat was 20
peresnt above normsl, the June price of No., 1 Derk Borthern Bpring
was 16 percent below norsal, whils the crop yser aversge price of
Spring Patent flour was 12 percent below norsal. When the United
Gtates supply of wheat was 20 percent below norssl, the June pries of
wheat was 24 pereent abowe normal and the erop yesr sversge price of
flour was 17 percent above normal.

Index numbars of the wholesale price of No, 1 Northerm Spring
whest, Bpring Patent flour, sad the retsil priee of breat at Minnsapolis
for the periocd 1923 to 1937 are shown in Pigure 45. Prices of o, )
Northere Spring whest were mot avallable for all months after 193,
As may be seen, the prics of flour follows the price of whest more
closely than does the price of tread. Yrom the ¢rep year 1923 into &
portion of 1924, the price of bread was considersbly sbowe the prices
of flour snd wheat, based upon the relation of wheat and flour prices
in the period 1910-1914 and bresd prices in the period 1913-.1914. Prom
1924 to 1929 the prices of all three corresponded more closely to the
relationship held during the base period then in any other portion of
the 15 years. In all months during this period, the index pumbers of
the price of wheat were bhelow those for flour and bread, Index
wunbers for flour fluctusted sbove and below bresd.
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Begimning with the rapid decline in price which atarted in the
crop yesr 1929, wheat prices fell faster and further than either flour
or bread prices. Eased upon their 1910 to 1914 relationship, flour
prices declined but were high relative to wheat prices. Bread prices
continued their level which began in 1926 wntil the niddle of the 1930
crop ysar, shen s gradual decline started and continued until July,
1933,

In July, 1929 the index mumber of the price of No., 1 Northera
Spring wheat was 140, In the sane month the index of the price of
Bpring Patent flour stood at 162 and that of the retail price of bread
161, 1In Decembar 1930 the price of wheat was 78, the price of flour
110 anéd the retail price of bread 152, The price of whest had fallen
44 percent in the 17 months, the price of flour was down 32 pereent
and the retail price of bread fell 5} percent.

When the price of whest had reached a low point in December,
1932, the index musbers of prices were as follows: Wheat, 49} flour,
843 snd bread, 116. TFrom July, 1929 to Decamber, 1932, wheat had
declined 65 percent, flour 42 percent and bread 22 persent., During
this period of rapid deflation wheat prices fell fastest, flour prices
fell next end bresd prices fell least of ell, (Tublss 34, 35 and 38),

When devaluation occourred in April, 1933, wheat and flour prices
sdvanced Mt reteil bread prices continued on their former level until
July, 1933, From April to July wheat prices advanced 66 percent and
flour prices 53 percent.

On July 9, 1933 the processing tax of 30 cents per bushel om the
ailling of wheat, as authorized under the Agricultural idjusteeat Aet,
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bacame effective. From June to July of that yeer wheat prices advanced
32 percent, flour prices in the meanwhile had risen 36 percent and the
retail price of bread over 1l percent.

From august, 1933 to July, 1933 prices of flour and bread remained
prastically stahle. (Pigure 45) In the secntims the price of wheat
fluctusted from & low of 7% cents per bushel im April, 1934 to & high
of 126 cents per bushel im July, 1935, H

After July,19%6 snd up wntil July, 1937, the prices of wheat,
flour and bresd were somewhat near the relstiom thet existed during
the base period. (1910-1914 in reference to wheat and flour and 1913~
1914 in reference to bread), After July, 1937 a sudden decline
ocourred in the prices of wheat and flour, whils the price of bread
continued on 1ts previsus level.

Mgure 45 shows soms of the seriocus maladjustments and dis~
oq uilibrius which occurs between prices of various commodities
during periods of inflatien and deflation., The price of raw msterial
(whest) moves fastest, while the prices of semi-processsd or memuface
tured goods (flour) move less rapidly and ths retail price of goods
(bresd) changes very little,

Index mumbers of the prices of No. 1 Morthern Spring wheet,
Spring Putent flour, Standard bran, sud Btandard niddlings ave shown
in Pigure 46, This greph shows how prices of bran and middlings
follow the price of wheat more closely tham the price of flour,

1/ Tased upen monthiy highs and 1ows as obteized from the 1937
Amual Report of the Nimneapolis Chamber of Commerce.

Ay
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Based on their 19510-191i relationship prices of flour were high
relutive to wheat during most of the 1922 to 1937 peried. From 1323
to 1926 fleur prices followed the course of whast prices more closely
than did prices of either bran or middlings. Bince bran snd midddings
are used principelly as stock feeds, it seenms legical to conclude
thet demand for these may cause mors variation im price than in the
case of fleur,

During the peried 1927 to 1929 mnd the greater portien of the
1936 crop year, the prices of wheat, flour, bran and middlings wers
sonewhat nearer their 1910 to 1914 relationships Buring the defla-
tion ers begimning late in the 1929 crop year, prices of all four
commodities declined. From 1930 to 1935 fleur prices were high
relative to wheat prices. The prices of bran and middlings followed
clogely the dowpward course of whest prices during most of the period.
There seeneod o be & slight tendency for wheat prices to fall faster
than prices of bran and middlings from 1929 to 1930, tut remained
above the lstter from 1931 to 1932, When prices advanced in the
apring of 1933, wheat prices tended to rise faster than thoge of bran
and middiings, Aftar the prices of wheat and wheat products had
sassumed a relationship in 1936 gowewhet nearer their relatiomship
in 1930 to 1914, the repid decline in prices in 1937 tended to couse
& new dig-equilibeivm, Prices of whest, bran and middliings declined
more than the price of fleur. (Figmre 46).



155,

INTERRATIONAL TEADE IB WHEAT

¥heat as a commodity of internatiomal trade is extremely important,
Although complete data are not available, it appears that the inter-
national trade in wheat equals the combinedvolume of all other grains. Y4

The trade routes over which whest passes in the process of trans-
portation are shown in Pigure 47. Bvery importunt ocean, sesa, and canal
on the face of the esrth is utilised in the movement of wheat fyrom coun-
tries with a gurplus to those heving deficitg.

, The chief surplus areas of wheat production are in Canada, irgentina,
the United Btates, Austrelia and the countries of the Danube Basin,
including Hungary, Yugeslavia, Bulgsris and humenia, Other aress, although
of less importance, are found in Northern Africa, in the countries of
Norocoo, Algeria and Tripoli, in Indias, Eussia and Polsnd.

The countriss having a'deficit production, thus necessiteting imports,
isclude the United Kingdem, other countries of Western Burope, Turkey,
Spain, Italy, Japan, Chine, «nd the 8candinevian countries.

In recent years the importsnce of France, Gurmany and Italy as large
importers of wheet has lessensd considersably, dus principelly to
increased domestic production and increzsed tariff barriers.

The largest portion of Canada’s wheat exports go to the United
Kingdem, although smnller amounts are taken by Belgium, the Hetherlands,
Germeny, France, Italy, China and Japan. Although Unlted States exports

)/ Bee Whest Studles, Food Research Institute, Btanford University,
Yolume 15, Ro, 2.
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have fallem to lew levals in recent yeurs, the principal importars
of gur wheat in the past have beenn the United Kingdom, the Metherlsnds,
Ttaly, Germeny, France, Belgius, China and Japan. Australian exports
tend to bde utilised by the United Kingdom, Italy, countriss of Northe
western Burepe, China, Japem and oartain aress of Egypt. Argentine
wheat finds its way inte the United Kingdom, the Netherlands, Brasil,
Germany, Italy, France and Belgium, v

The exports amd imports of wheat, imcluding flowr in terms of
grain, for important countries since 1920 are given in Table 43, The
volume of wheat snd fleur sxports frem the primcipel comntries hes
fluctusted rather viclently during the peried 1920-1937. (Pigure 48).

At the clese of the World Rur the United S8tutes was the largest
single sxporter of whest and flour, but im 1922 Cansdiasn exports rose
and surpsssed the United States. 8ince 1922 Caneda hes been the chief
esxporter of wheat, and shipmants from this country have steadily
declined to o low of 4.6 nillion bushels in 1935,

Exports from the Uniled States in 1935 wers the lowsst since
1866, Date prier to this time were not available. Domestic exports
of wheat and flour in 1866 totel slightly more than 12.6 sillion bushels,
while net exports in the same ywer amount te about 6.4 perceant of our
total productien. In 1879 net exporis frem the United Btates sgualled
40 percent of ocwr production, )7 percent in 1920, From 1934 to 1936

short erops resulted in imperts of certain classes of wheat for seed

snd flour purposes. mmmmm;mmermuy

mnit-d States mmt of Gmn xnmuma Trade in Sheat
apd Wheat Tlour, Trade Promotion &-rin Ro. 10, 1925,

2/ nited States B‘ymt ef Agrieulture, Agricultural Bsatisties,
1937+ pe 9 Tadls 1.
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Argentine exports of wheat have shown a slight upward trend ainge
1920, In 1929 = record quantity was exported. In that ysar total
shipments of wheat from Argentina amounted to 203.1 million bushels.
In only twe years during the period were exports from irgentina larger
than those from Canada, In 1920 irgentima exported 193.1 million
bushels while Cansda had shipments amounting %o 144.3 million buzhels,
and in 1937 the former country had exports egqualling 147.6 million
bushels againet 1l4.4 million bushels for m.' Since 1928 exports
from Argentina have been larger than those fyem the United Btates in
svery year exoept 1930.

Australian eaports have increased in the peried 1920 to 1937.
That country exported an average of 8l.2 millien tushels in the
pericd 1920 to 1924, as compared to 107.5 million bushels for the
five years 1933 to 1937,

The volume of imports by deficit countries from 1920 to 1937
414 not fluctuate as violently as the volume of exports from various
surplus countries. Extreme changes in the quantily of exports are
noticeable in Pigure 48, One would logloslly axpect such a tendency.
Demand for wheat is usually less variable than the supply of wheat.
Extreme changes in habits of consumption or domeatic production im
deficit areas will cause long-time fluctuations in demand, but
ususlly vielant changes in demand for sheat are ths axcepiion rather
than the rule,

Exports are influenced by numerous factors, including production
in lmporting and exporting countries, lariff reguiations, trude
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agreements, general economlc condltions, monetary changes, price levels,
and goverument action. It geems probable that in s mejority of cases
domestic end foreign supplies, especially in importent importing and
exporiing countries, have considerable influence under existing tariff
and trade conditions,

The imports of whext, including flour in um‘ of grein, by
principal defiocit countries during the period 1920 to 1937 are showm
in Figure 49. |

The United Kingdom is the most important tuysr of whest and flour,
In the period 1920 to 1924 the United Kingdom isported an sversge of
218,9 aillion bushels per year, compared to average imports of 210.8
nillion bushels for the five years 1933 to 1937, which wes & reduction
of about 3.7 percent. Imports of wheat and flour by the United
Kingdom have been comparatively stable since 1920,

Ttalian importation of wheat and flour declined over the period
1920 to 1937 (Figure 49). Italy imported an sverage of 92,5 millien
tushels of wheat and flour in the five yesars 1920 to 1924, while
during the period 1933 to 1937 imports averaged 23,3 miliion bushels,
a redustion of sbout 69,2 million bushels or 74 percent. Italisn ten-
dencias for incressed domestic production sinee the instigstion of
the "Battle of Wheat® have reduced demsand for foreign vheats. Along
with this decresse in demsnd, govermaental policies of incressed
tariffs and foreign exchange control have limited the possibilities
of importations.

Pranch imports of wheat and flour remained comparetively stable
from 1920 to 1931, declining sfter the latter date to & lower level.
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France imported en average of 52.4 million bushels in the years 1920
to 1924, while in ths peried 1933 to 1937 imports fell to an average
of 26.4 million bushels, & reductiom of 26,0 aillion bushels. Wheat
production in France increased fros an average of 291.4 aillliom
bushels in the peried 1925 to 1529 to 305.1 million bushele for the
5 years 1930 to 1934,

Izports of wheat and flour into Germany from 1920 to 1928 showed
an upward trend, A reversal of trend began in 1929, snd since then
the decline has been alwost contimnous until 1937 (Figure 49).
Germany ifamported s average of 48,6 million bushels in the years
1920 te 1924, 7.9 million bushels in the pericd 1925 to 1929, and
2147 million tushels in the period 1932 to 19¥7.

Shipments of whest from sxporting to importing countries can
ordinarily take pluce only whep price relationships between the
surplus and deficit areas are conducive to purchases and ssles for
export purpeses. Thia price relationship has been given the
convenient name of "wheat export price parity®, & Such s conditien
of relationship refers to "a price in an exporting country ss will
enable the vhest ssrchant i1 the customary course of trude to purchase
wheat and deliver 1t ¢, 1. f. port of destinatios, se that the
inporter may wnloed it and sell it to smillers and merchants at going
prices sp of type, grade sud quality, with = profit to exporter and
importer®. A consideration of sxpart purity does not infer that if

}/ 8es Taylor, Alonse E., Speculation, Bhort Selling and the Price
of Wheat, Wheat Studlies, Food Research Institute, Stanford
University, Yolume 7, No. 4, 19%.



such exists between two countriss exports must necegsarily tuke pluce.
Other influsnces also play an important part in determining the
importerts choloe of comtry from which purchases are to be made,

mmmmphnmimtwiathnf
Mt from cne country to aﬁm¢ The possibility for adverss price
Aoages, during the procsss of tramsportation, is hedged against by
use of the futures market. The Chicago and Liverpocl merkets are
usually used for this purpose, slthough considerable hedging ia done
st Winnipeg. Imperters usually hedge in the Liverpool market, while
axporters, especially thome is Borth imexrice, generslly use the
mm;.mnmmmumu;

When large sxporta of wheat take place, the domsstic price must
approsch export parity. If certain comtries, who are murplus
ymmwm&nwmmm;mnﬁm'mlm,wua
amm'hm onrryovers, it is possible that prices in the
latter comntries, 1f at export parity, wers higher than those in the
former coumtriss, quality considered, ‘It‘ both groups of eountries
had sinilar export paritly prices, it is possible ilat the conditions
nay have been due to & leow guality orop in the large osrryover coun-
tries, ap compared to & high guality crop is those successful im
exporting their surplus. It is also possible for ome group of smrplus
conntries to lose their export, trede %o amother group, if prices in
the former were above export nmarity whils those in the latter wers
at or below export parity.

frhe shipping differential, as an important slement in determining
sxport parity, is defined as the "total cost frem the elevater at the
departing peint of price registration in the emporting coumtiry to the
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receiving port of price registration in the izporting comtry”. v
Besides the cost of tramsportstiom, it includes mumercus cther minsor,
elthough fwportent,expenses such as cost of inspection, weighing,
comsipgions and interest,

In & sale of cash wheat in North imerice for emportation, the
common method is to close the trunssction based on prises ot the
port of destination im the imperting country. The bide by the
inporters apply to wheat at the port of destinstion und usually do
not include unloeding cherges. They do includs cost of the grais,
insurancs and freight. The importer usually hes considerable advan~
tags gver the exporter in the cost of unlosding, storsge and delivery
of the grain after srriwal at port, Heeause of this fact and the high
costs invelwed, most of the transactions are done on a C.1.f, basis
ports of destinantion., This fact also sccownts for the diffienity an
exportsr may have vhen delivering astual grain om a futures contruct
inmm,umutn'uheftbnwmmmmmhn

Only wader wmsual conditdens 1s it possible for an exporter at
Chicage, for instames, without making s sals 10 sn importer in the
Liverpocl market, %0 purchase & cargs of wheat at the Chicage basis
price (future), maks s sels in the Liverpesl futures mariet, ship
the wheat wnsold to Liverpool and delivery such on his Liverpool
contract whan that matures., 7This s ususlly impossible becauss the
shipping differentisl ends st $he port of destimation. To deliver
grain am = futures comiract involves additional expensss such as

ﬁ ‘a?hr, ﬁn }‘. M‘t ttﬂiu, ?ohlﬂ 7, Noe 4, op. cite,
page 243,
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unlozding, storing and delivery upon the exchange. Sometiues it 1s
possible to make & transaction when prices at Chicago are emough below
Liverpocl to pay for the additionsl expenses. In such cases, & few
transactions would soon bring the prioces at both markets back to

their correct rclagimhip, esither by increasing prices at Chicsgo or
reducing prices at Liverpool.

¥hen a country has a large surplus, domestic prices tend to be
adjusted at export parity. That is, prices at Busnos Aires, in the
case of Argentina as an exporter, would bs enough below Liverpool
prices, the United Kingdom as an importer, to make it possible for
whest, quality considered, to be shipped from Argentine to Liverpool
and s0ld st & profit to both exporter ssd importer. If & country has
& large surplus, bus due b0 other factors the domestic price is above
export parity, a large carryover will usually result.

As may be ssen in Tsble 28, United Stutes exports of wheat have
considersble seasonslity, » The largest exports are mede during the
f:11 months after harvest, 4t this time a large supply entering the
domestic market tends to depress prices. I7 domestic prices were at
export parity before the new crop, large new crop supplies will tend
1o depress prices still more and result in more favorable conditions
for exports. If prices before tha new crop were above export psrity
snd new supplies depress prices below export parity, mrice relations
for expert woutld exist.

Although price relationships betwsen exporting und importing
countries ave !apert&gt in the movement of wheszt through internstiomal

)/ Indexes of sessonsl variation based on dats in Table 11, Agricultural
3tatistice, 197,



trade, it is assumed in the sbove diacussion that importers desire

to Ixty in the particular country concarned., Export parity may exist
and still no aexports take place. A favorable price relationship is
rot the omly factor to bs considered., Trude agresmsnts, tariffs,
aonstary and credit conditions, trade bslances, attitudes of importers
and importing govermments, and quality are only a few of the factors
to be considered in sddition to prices.

184,



165.

FOREIGN AGRICULTURAL POLICIES IN REGARD TO WHEAT

Of the many sgriculiural commndities produced throughout the world,
vheat hop been subjected 1o more governmsntsl legislatior and control
than epy other single commodity. This reveals in s manner the impor.
tance aliached to wheet in the welfare of a nationsl sconomy.

In the vears prior to the late world.wide depression, agriculture
in gemerszl had been oxpossd %0 iegisiation and sontrol, but most zovern
zants wers content 4o assume only policies passive in neature, They
‘have besn interested in furthering the prosperity of the agricultioml
olass, but usually limited their metiom to education, ressarch, im-
proveasnt 57 credit facilitlies, und the betterment of the marketing
aystem, With tha oollspse of agricultural prices beginning in 1929,
namerous govermments took definite staps to alleviate the strained
conditions, and aid the farmer in sscuring hie share of the national
income.

¥ost governmmtal policies have had one or more objectives as
their immediate aim. MNost policies have zttempied to increcse ogri-
altural prices, aad to legssn the farmer's debt lmurden resulting
frou the process of deflation. In certain countries the policy intro-
duced and practiced hes been influenced by the urgsat teed to reduce
imports and increase axporte, to aveid e dis-locatien of the bzlance
of trede snd protect pold reserves. iAnother importsnt consideration,
besring on the policles of certain ecountries, hsap heen ihe desire
for incresszed selfwsufficiemcy. The spirlt of nationaliss snd domestlic
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self-gufficiency did not originate with the depression, but was given
& new fapetus, In some cagea thess ideas were so strong that the
nolicien of the matire state pointed in their directien.

In sn importsant agricultursl country, the action to bs tekem in
regerd to wheat hzs been depesndent upon the relative importsnce of that
commndity, the goverament's attitude towards protestion, aid, and the
nstion's financiel conditien,

411 measures, enssted by goveruments in an atteapt o0 lessen
agricultural depression and/or btuild up domestic producing power, may
be divided inte three general groups, namelys (1) thouse pertaining to
the restriction of imports, (2) those tending to incresse exports, and
(3) those influsmcing domestic production and consumption.

Of the policies aimed at the restriction of imports, the most
commons is protection in the form of tariffs. Tariffs ordinarily have
teo uses. They are either levied for the purpose of osbtaining revenue
or else for the protedtiom of domestic producers against foreign
competition. In the United Stetes there have bewn sdvocites of a
teriff for revemus omly, thoss who favored protection and those who
desired to do away with the existing teriff altogethar, The second
group has ususlly besn the strongest, resulting in our vertous tariff
laws.

In countries where certaln agricultural commoditiss are produced
beyond domesiic needs, and where exports are necesssry to reduce
suppiies, & tariff for the protection of these commodities tends
usually te be ineffective. Tariffs on wheat in the United States
have usually been of this type. In 1933, 1934 and 1935, when this
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country was on an import basis for certain classss of whest, due to
extrensly short crops, the tariff tended to muintain donestic prices
ebove the world level, Ordinarily, the United Btutes produces wheat
for export, and if it is to be sold in the world market ia large
quantitles, prices in this country must approsch & level which will
allow for existing costs of transportstion, bandling charges, etc. If
doneatic prices are above the world level, export trade canne$ proceed
norsslly, A country msking large sxports of wheat cennot expsct
donestic prices above world levels. Large exports =nd domestic prices
alove world levels do not ocour simulisnecusly, unless export subsgi-
dies in soue form are paid Ly the government,

A surplus of wheut in the United Etates tends to depress domestic
prices to & level which will enable foreign buyers to purchase and
ship the commodity to import markets, at a cost not more than necessary
to buy and ship from competing countries, juality considered. Largse
exports tend to decrsase local supplies, until supply and demand reuch
s price equilibriun tending to increase domestic prices to a level,
whieh, plus costs of transportation and handling ahargu, will not
enable an importer to purchase and sell in the world merket without
a losse _

In an lmporting country, where due to domestic shortages, imports
4re Decessary, 4 teriff is a powerful instrument in eliminating
conpeting forsign wm&tu It has been the policies of some governwents
to mm their tariff walls to such heights that imports have been
virtually impossible. Domestic producers in thess countries have
obtained prices comsiderably above world levels, Prices paid for
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donestic whent in some cases have besn so high, the cost ol flour aud
bread so out of proportion to other comsodities, that consumers have
condemned the practice,

In August, 1938 practicslly all the importunt countriss ied
tariff duties on imported wheat, (See Tuble 44 for rates), 4t that
time United States wheat was subject to rates warying from 4 cents
& bushel in Bwitserland to $3.82 in Germany,

The general tendemcy in the pest hes been for tariff rates to
increase in tines of depression snd diminish in periods of prosperity.
Although tariff rates have besnm high for a longer period than since
the late eccnomic depression, during this time they have been a
hindrance to international trade. Frevious to this period trads
agreamsnta sontaining "most favored nation clauses™ gsve a degree of
stability to tarif?f rates. Bince 1929 many coumiries have placed
thelr tariff laws at the disposal of the execuiive branch rather thua
the legislative branch of government. Thiz action tended to make
rotes nore flaxible and easier 4o lancrease. 4 luck of trade agree-
nents during a portion of the period hes aiso reduced tariff stabilidy,.

Begides the use of the teriff in sn effort to exclude foreigs
commodities, other practices have come inte being. Hotuble umong
these ars the ailling guotas and alxing requiresents. In effect they
resuli in monopolistic control over importatliens. The government
under this plen enforces strict regulations, stating the perceat of
esch types of wheat to be used in the mamufacture of flour. This
usually results in compleste utilization of weak domestic wheats and
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limits imports %o those strong foreign whests which may be acquired by
& practice of dbarter, This plan zlso resulits in a tendency for the
acreage of weak domeatic wheat to incrense or st least be maintained,
while it might otherwise decrezss if importations of strong foreign
wheats were permitted,

Import restrictions in the forms of import monopolies and &
systeu of licensing have also been used. These plens require permits
from the government to import, or the purchase of foreign exchange
from the government,

In countries where devalustion has m place, imports have
been restricted, dus to the higher prices for imperted goods. It has
slso provided, in some capes where there was a lag between the rise
in prices snd ocwrrency devaluation, a stimulus to exports, This
method of stimilating exports often results in ineressed berriers in
foreign countries in the form of import restrictions.

Certain comtries, in an effort to reduce the preportion of
imports to exports by increasing the latter, have entered into agree-
nents based upon mutual prefersnce in trading policies. In effect,
they usually smount to s statement in which each country promises to
give the other trading preferences and tariff concessiong for certain
conmoditiess Amonz the most common of these irade agreements are the
reciprocal trade tresties of the United SBtates and the Empire Preference
agresmants between England and her possessions. The British Preference
System has been a blow to our whest exports. is s result of the
preference given to REupire countries, Canada has a decided trading

advantage.
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Hond in hend with the devalustion policies of some governnents
has besn the strict control over foreign exchangs, which makes
possible the allocation of definite amounts for the purchase of
inported goods. This practice, along with devalustion, has been used
t0 & considerable extent im Argentina to creaste s profit from which
wheat bomuses could be paid,

Of the policies of exporiing nations, having as their objective
the intreass of domestic exports, there are three principal types,
namelyt (1) thoss which result in the payment of export bounties and
preniuns, (2) thoss based on & two price system, that is, » domestic
price and a world price, and (3) those based upen bargsining and
reciprocsl trade treaties.

Export bounties bave been used by several nations but are not
iammf at the present time. One of the ressons for this plan’s un-
popularity is the fact that cash payments are not always forthcoming
dus to stringent credit and financial conditiona. RExport bountles
have besen common among the swrplus wheat producing regions of the
Denube River Basin, Import certificates sre considered a form of
export boumty., In effect, this plan amounie t an equal exchange
of imports for exporis, and would not incresase net exports, in
agreenent is ususlly entered into whereby the couniry agrees to
exchange & quantity of wheat of & glven grade and quality for wheat
of & different grade and guality. This scheme has been used in
sxchanging weak domestic wheats for strong foreign wheats.



The second typs, that of a two price system, has also been used
to some extent by the countries of the Danube Basin. Ais a general
rule, this plan has limited use., The two prics mntn has been
propased several times in the United 8tates, The Helary-Haugen Bill
introduced in Congress seversl years ago, had as its pelicy the
payamt of a domestic price fw that portion of the crop consumed
in this country, and the ssls of the surplus en the world market at
going prices, The differencs between the twe prices was to be met
by an equalisation fes to be imposed upon the commodity in its
processing. The Bill in its final form was passed by both Houses
of Congress, but was vetosd by President Coclidge. y

Some consideration has beem given to the third method, that of
preferential trade treaties, and it will suffice to say that such
agreenents, having as one of its parties compstitors of the United
States in the world wheat market, has adversely influmnced cur whesat
situation. |

Policies affecting conmmption, production and indirectly net
incoms to the producer have tsken a variety of ferms. In sone
countries such as Germany, Italy and Russia, internal contrel of
sgriculture has embraced the production, consumption snd marketing
of the commodity. In these countriss agricultural legislatiom has
been given a definite place in their ecomomic program.

I/ Genate Document Wo. 141, A Meesage From the President of the United

States, Vete Memsage Relating to the Agricultural Surplus Contrel
Act, TOth Congress, lst Session, Nay 23, 1928,

in.
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0f the various measures used domesticelly to improve the farmerf’s
competitive position the use of production bonuses and fixed or
stabilised prices has been limited primarily to the deficit areas.

In these countries fized prices hive been possible to some extent,
bscause there was a dcfiéit of the commodity and the government's power
to restrict imports, thus reducing suppliss. When it was impossible

to maintain s fixed price by regulating imports, the governmeant would
appropriate a sufficient amownt to make up the difference between the
actual and fiwed price, Due to strained financial conditions this
method has limited uses. Of the exporting countries Ceneds, Australia
snd Argentina have endesvered to pay a fimed minimum price. If no
provision is made to contrel production, thess asthods tend to

inoreass acreage, and thus spagnify the probles.

Certain of the foreign countries have sttempted production
restriction, but ususlly with little succees, Frence h.s used this
plan and lawa to that effect have been passed, but their enforcement
has lawed and in meny cases becgme ocompletely inoperative. In
general, with the exception of the United Stetes, goverrments have
had more snimapiasm for agricultural expension than curtailment, and
- have ususlly been more successful with the former, especially in
thoge scuntries whese the gocl bae heen self-sufficlency,

Varieus other methods have been used to attackthe problems from
e domestic standpeint. Among these have been credit expansion, reduced
taxes, lower freight rates, debt moratoriums and legislation influencing

competing products.
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It has been the practice of most governments to umse a combinstion
of measures. v The use of these prectioces has had at lesst three
‘important effeots on the world wheat situation. In the first place
they have directly interferred with international trade; secondly,
they have increased, or at least helped, maintsin wheat production in
countries where vheet would have ctherwise declined; thirdly, they
have tended to reduce whesxt consumption., The yeduced comsumption in
certain countries has beem due to raising the price higher than
comsuners wars willing to pay, vh;le in other countries reduced
mmm has been coused by milling restrictions that lowered the
quality of flour.

At the present there seema to ba little tendency for foreigm
governmants to relax intervention. Some tendency hus been exhibited
by certain countries to reducs tariff barriers and to inetigate trade
treaties. It is probable that wore reduction in tariffs may tske
place in the future, accompanying more stabilised prices and a solution
of the problems arising from economic msaladjustments emon ' ~utiors.

},/ S4e Table 4L for practices in importsnt wheat importing countries.



WHEAT PRODUCTION

Sensral Considerations

Plunt historisns are not in agresswent with regard to the exact
origin of wheat, but the majority sesm to ithink that it the dawn
of history the plent was under genersl cultivatiom in Western Asis,
Soom ssem to think that the plant originsted nesr the Indus River in
the Himalayam Nountains,

Wheat 1is not a native of North America dbut was brought here by
the eurly ocolonists., It was under cultiwvation in the Virginis colomy
ss serly as 1618, The spread of {ts cultivetion followsd the settle-
ment of the country and s now grown to soms extent in every state
in the Uniom.

The wheat plant hes climstic sdaptstions which makss it unigue
among plents., It is stated thet omly barley, potatoes and certein
hey crops sre grown under colder conditiens. v It ip rlso stated
that mo part ef the earth is too hot for this plent, provided the
humidity is not too high, The humidity of the trepics restricis
its commercial production to the more temperste sonesy moist clim:=tes
being cenducive {0 rust and other wheut plant diseases.

In regard to rainfall, wheat has both humid and arid limits,
the humid limit verying with the tempersture., In the southeastemn
portion of the Unilted States very little wheet is growm where the

)/ Baker, 0. E., The Potential Bupply of Whest, Econonic Geography,
Volume 1, Ro. 1, pe 24, March, 1925,

174,
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zverage tempersture during the growing sesson sxceeds 68 degrees F., and
where the rainfall is over 50 inches sanually. In areas where the teme
psrature is slightly colder, 4O inches of rainfall tends to murk the
humid boundary of whest production. In this country the majority of
wheat 1s grown in reglons where the annusl rainfall eversges less than
30 inches., PFor the world in general, near the cold limit of productionm,
40 inches of precipitation tends to merk the liait of production; while
in the warmer sections, 70 inches marks the upper limit. In the
colder aress of the United Btates, such as in the hard red spring and
white wheat regions of the Rorth Central and Northwsatern states, as
well as in the Southwestern portien of Canada, as little as 9 to 11
inches of rainfsll have produced a crop. In the warmer areas, where
evaporation is high, mere rainfall is required.

A sinimun of 90 days is usually required for &« well m:tured
whest plant. Fall seedings of whest are on the ground nine to ten
months,

¥hezt s grown on e variety of widely different solls, although cer-
tain soil types are usually suggestive of an imporiaznt wheat growing
ares. Aimong the most famous whest goils are the silt losas and clay
loans which are rich in organic matter, &

According to biologlcal claspifioation, the wheat plant belonge
to the grass family, Poaceas Uraminese; to the tribe Hordess, and

i/ Thie discussion is bused on information taken from Hughes, H. D.,
snd Henson, E, R,, Crop Production, The Kachillsn Uompany, 1935.



176,

genus Triticum, This latter grovp is agein 4ivided intc specles and
subespecie of whick the wheat nlant balongs tc the sativum s=nd terax
c‘.ivi;im regpectively. 7The four common wheats under the sub-specie
tenax are club, common, durum znd poulard., Common wheet is by fer
the most importent, not omly in the United Stites btut throughout the
world, ibout 85 peresnt of the totsl acreege in this commtry is
sesded to common wheat, while club wheat makes up sbout 7 percent,
durum slightly less and poulard wheat is not gromn comzercially to
any exteat,

Wheat is alse classified as to the time it iz peeded, spring
whest belng sown in the spring and winter wheet being sown in the
fall. Wheuts are commonly grouped as to celory red, white and amber
being the most important.

Another classificution commonly used ig beged upon hardness.
The herd wheats are those usually cultivated in regions of hot dry
sumvers. They have characteristics of high zluten or protein
content, hard texture and usually low molsture content. They are
known in the ailling trade as strong whents beciuse ther yisld a flour
capsble of producing breed of good volume and tewture under & wide
variety of baking conditions.

Boft whesats are usually produced in arees of moderate tsmperature
and slmndant rainfell. They are considered wesker in Lsking guality
since they do not lend themselves to = variation In baking treatment

)/ Hughes and Eansen, op. ei{..., #. Akl



and do not produce a loaf of good volume and texture. The soft wheats
are usually low ip protein content, high im moisture, and of soft
texture., Certain soft wheats, although weak, have good milling
qualities, thet is, they produce a high yield of flour of good

color,

The common wheats of soft and hard texture are used .‘m‘ making
bread flour, ceke, psstry and biscuit flour, cs well as other cereal
flours. Various proportions of hard and soft wheats are used in the
preparation of these flours. The better bread flours of high guality
are produced from mixtures containing larger smounts of hard wheat.
The other flours are usually produced from mixtures containing higher
quantities of soft wheat. The durum wheats are used chiefly in the ‘
namifacturs of ssmolina from which is mede mecaroni, vermicelli snd
other edible pastes. They are sometimes used in blending with the
hard and soft common wheats in the making of bread, cake and biscuit
flours.

In the United Btates definite standards have been sdopted for
the grading of whest. Prior to the passage of the Grain Btandards
Act, the nation's commodity exchsnges hed & system of grading, which
was developed out of pure necessity in the commercial buylng and
selling of wheat., But ii was not until the adoption of the official
grades that all parties interested in }thc trade hed a wniform
method of grading. The sstablishment of the United States official
standards for whezt graeding has given definite meaning to the various

177.

classes,sub-classes and numerical grades,which has aided the commercial
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buying snd selling of this all importeni bread=stuff coamodity.

i stated in the Handbook of Officisl Grain Standsrds of the
United Btates, "wheat shall be any grain which before the removal
of dockage, consists of 50 percent or more of wheat and not more
than 10 percent of other grains for which standards huve been
enbubliched urder the provisions of the United Btutes Graln Stundards
Act, and which, after the removal of dockage, contains not more than
50 percent of broken kernels of grain of any sise,"

Aceording to the Greln Btandards ict, whest 18 now divided into |
seven classest (1) Hard Red Spring, (2) Durum, (3) Red Durum, (4)
Hard Red Winter, (5) soﬁ Red Winter, (6) Waite and (7) Mixed.
Pormerly, the Act divided wheu.t into five commercial classest (1)
Herd Red Spring, (2) Durum, (3) Hard Red Winter, (4) Soft Red Winter,
and (5) White. This latter classificsilon was revised for i%s purpoce
of differentinting between common durum and red dsrum <ad also o
create a class into which could be placed those whesals which were
badly mixed and which would not fall in sny of the oiher clssses.
Each of the classes have two or three sub-classes and euch sub-class
hes f:.vn nuseric:l grades and & sample grede. The gemple grade |
conthins that wheast which will not mset the grading requirements of
any of the numerical grades. ¥ith the exception of the claes kmown
a8 nixed wheat, the varieties which fall into each cluss are
distinctly different in appesrsnce and in general hablt of growth,

The statistics on acresge, vield, snd production used in this
study are those prepared by the aureaﬁ of Agricultural Economics of
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the United Etates Depertment of igriculiure unlsss otherwise noted,
They are in meny instances official estimates mads by the sgricultural
aewtmﬁ of the various countries concerned., When officiasl
estimetes of this kind hive not besa svellable, speciul foreign corres-
pondents of the United Btates Departsent of Agrioulture located in the
countries have prepared the estimstes. .

The statistics conbining sxoresge and produciion in countries
neving different harvesting dates are placed on' 2 arop vear basis, thét
ts, the Tigures refer to tNe year of harvest. Harvests of the Northern
Hemisphure countries are combined with those in the Southern Hewlsphere
countries which !.modiamy follow, For sxample, productiom for the
yesr 1938-1939 would include the crep in the Northern Hemisphere for
the yesar 1938 and that in the Southern Humlaphare for 1939, the harvest
of whick begins lste in 1938 and ends early in 1929,

When roference is made to a 8pecific crup Year or crop years, only
the firat portion will be stated: thus 1938, mesning the erop yesr
19331929, ’

" 4)1 dete involving the world, the Northern Hemisphere snd Burope
axcludes the Uniom of Soviet 3oclalist Republics and Chins. This 1s
done because the official estimstes which are svailable for U. . 6. R.
are considered to be unreliable, and no officlal estimates are
availabls for China., This practice 1z followed by the Buresu of
Agricultural Zconomics, Due to this exclusion the figures representing
the world, the Nortlwrn Hemlgphere and Purope arc mo doubt low, but

1t seemp remasonsble to beliewe thzt they include a large enough area
to acourately represent trend. They sre the best estimsntes which have

teen available.



The harvesting dates for the different regions are 3o varisble
that wheat 1s produced in vuying'amtuiu in every menth of the
years In the Northemn Hemiasphere the largest amount is produced in
the latter portion »f the ealendar ‘s;tar. In the United Btates harvest
usually commences in June in the Southern states and ends in the
Horthern #tates in late August and September, The importsnt wheat
regiong of the Prairis Provinces of Cansds usually begin their
harvests in lrte July snd contimue through August snd September.

In Burepe harvest begins in certain of the southern aress in Hay
and is cowpleted in. the northern countries in Octobsr, In India and
the surrounding regions, it begins in March and continues through
May, China has harvesting dates similar to surs, June through July.

In the 8suthern wwairchere harvest upually comnences in December
and is completed in January. This is especlally true of the two
- important countries, Australis and Argentina, Tsking the world as &
whole, the largest qusntity of wheat is produced in the period from

June %o September,

Pigure 50 showe thé distribution of the world acresge of wheat,
based upon the average acresge harvegted for the five crop years
1930 to 1934, Phest screage ss a whole is widely distributed, but im
the isportant reglons is rather concentrsted, Iﬁ North fmerica the
isportant sren is found in the central portiom, while in Eurvpe the

)/ Dats en acreage seeded has not been available for countries
other than the United Htntes.
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importznt wheat areas sre mors disparped, The prineipsl areasz are
found south of 55 Jegrees porih latlitude. Tn africs the ucreage is
coneentreted in +he ertrsse northern and southern parts, The important
sress In Asia ere found in the extreme gouthern portion, principally
India, and in the ertrems ponthesstern pert, including Chine, In
Scuth Anerdeu ths lergeet scresge is found in the southern portiem
hetueen 25 and 47 degreez south latitude. In Australic the extensive
screnge is limited %0 the extreme southesstern division. The average
zorual worléd acreage of wheat for the five crop vesrs 1930 to 193
war egtimated 24 754,11 nillion acres, as compered to 243.2 million
acrer For the period 1925 %o 1929, an increase of about 10.9 uillien
acres (Teble 45). World whest acrwege has been ineéressing stesdily
for a periosd of ves~a. ¥ Ia the ¥orthern Hemisphare whest acrezge
inoreayed from sn snmirl aversge sres of 205.3 million acres in the
period 1925 o 1979 to 215.6 million scres for the five years 1930
o 193, or slightly over 5 percent. In recent years the acreuge in
the Horthern Hem!isphere has conatituted sbout #9 perecent of the
satimated world total. Nerth American acreage, which during the
neriod 1925 ¢o 1929 constituted about 34 vercent of the world totsl,
declined from 82.6 million acres during this period %o 81.1 million
sores for the €ive ye=rs 1930 to 1934,

Conmparine tha game two periods, screage in the bBouthern
qemisphere, which ig composed prineipslly of ihat in sustrslis apd

1/ tnited Btutes Dspartment of Agriculiure, Outlook Charts, Wheat
end Rve, 1939, p. 13.



183,

Argentina, incressed about 600 thoussnd acres, or only slightly over
1§ percent,

Eince the World Wer acresge in Burope has been incressing slmost
constantly, Vv In 1922 there was harvested elightly over 65 million
aares, while in 1935, a year of record acreags, there .uu harvested
about 78 million acres. Europe's average anmwl screags for the five
years 1925 to 1929 was about 0.4 million acres, ss compared to 7641
million zcres for the period 1920 to 1934. Europe as & whole is a
deficit aree but it does have areas of surplus. Itz largest surplus
ares is found in the countries of the Danube Bssin, including
Hungary, Yugoslavias, Bulgaria, and Rumania. This region hed en
average acreage of 19,8 million acres for the years 1930 to 1934,
an intrease of about 5 percent over that in the period 1925 to 1929.

In & comparisen of the whest acreages in spefified countries
bused on the aversge annusl acresges for the two periods 1925 to
1929 =nd 1930 to 1934, it is found that Canada ineresased her acresge
about 2.5 millicn acres or slightly less than 11 percent, while during
the same time the United Stutes had s decressed of almost 4.1 millien
nores or sbout 7 percent. Frence and Itsly incressed their acreages
slightly, while Germany's rose from slightly over 4 million scres w
almost 5.1 million acres, or an increase of about 29 percent.
Australis =nd India increuzsed their respeciive acresges by 2.4 million
scres or almost 19 percent and 1.8 million acres, or slightly less than
6 percent, Over the two periods previously mentioned, of the importsat

)/ Outlook Churts, Wheat snd Rye, ope. cit., p« 15
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whest producing countries for which dute are available, only Argentina
reduced acreage, During the first period, 1925 to 1929, she had an
aversge acresge of about 19 millifon acres, while in the later period,
1930 to 1934, she had an scresge of 17.1 million acres, » decrease of
about 1.9 million acres.

The dute avallsble for U, 5. 8. R. show & tremendous increase in
acrecge, Lased upon the aversge acresge in the two periocds, 1925 to
1929 and 1930 to 1934, the ares in Mt had increased 14.8 million

acres, or about 21 percent,

Bhent llelds

Table 46 shows the yield per ascre of wheat in importent wheat
producing countries. Yield depends so much upon olimatic conditions
that in sreas where rainfall iz & controlling factor it is often
quite variable,

In 2 atudy conducted by the Food Research Institute of Stenford
University, nine year moving aversges of yleld in important couniries
and aress were prepared for the period 1890 to 1932. Y

For the countries of Morthern Ruaope, excluding Prunce, the
trend of yield per zcre from 1890 to 1910 was upward, from 1910 to
1920 the trend was downward, and since 1930 the trend has baeen up.
The nine year moving averages centered on 1890, 1910 sznd 1930 were
21.1 bushelg, 25.6 bushels and 27,3 bushele per acre respectively,

v Bennett, M. X,, Trends of Yield in Yajor Wheat Reglons Bince 1885,
Pood Research Institute, Whest Studies, Volume XIV, Xo, 3, :
Novenber, 1937,
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The countries of Southesstern Europe had a relatively constant
vield from 1£90 to 1913, declining during the war period and incressing
after 1920 to spproximately the sume level in 1930 es in 1890 and
31910. 8ince 1900 the region described as Western Mediterranean,
includiag the countries of Spain and Pertugal in Burope and the coun-
tries of Northarn ifrica, has meintsined a relatively stable yleld per
acre, the nins year moving averages concentrating around 11 bushels
per acre, | |

In South America there was a dowaward trend during the period
1890 to 1915, with a 'distinct upward trend since. Australia's yield
per acre has been varisble over the past 50 years. The moving average
centered on 1890 was 8,5 bushels. This declined about 20 percent by
1898, 4 substuntial incresse took place thereafter, which culminsted
in an av;rago vield centered on 1910 of 1l.1 bushels. although the
average yield by 1924 was considerably above 1ll.1 busheis, a Jdecline
took plece and resulted im a moving aversge centered on 1930 of 1l.4
bushels. |

In the United Btates there has been three distinet trends in
vield per scre, bused upon the iype of whest considered. In the soft
red winter belt the trend over the period 18901930 showed a gradual
increcse, For this ares, the nine yesr moving average centered on
the year 1890 was 14.8 bushelsj on 1910, 15.8 bughelsj und centered on
1930, 17.4 bushels.

In the spring wheat belt the trend from 1890 to 1910 was relstively
stable at about 13 bushels per acre. Beginning in 1910 there was a
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gradual decline, until the moving average centered on 1918 was about
9 percent less than in 1910. A slow increase in trend began in 1919
and continued until 1926, when the average cantered on the latter yesr
was about 9 percent ebove that of 1918 or approximately squal to that
of 1910, The trend suddenly turned downward after 1926 and the woving
average centered om 1930 equalled 10,7 bushels, which was a decline of
2.3 bushels in five yesrs,

In the hard rod vi:nt:r belt of the Unim ftates the trend of
yield per acre has been slightly dommward, but not nesrly as prmmm
ag that in the spring belt.

Betwesn 1290 and 1910 the trend of yield in the Prairie Provinces
of Canada was relatively stable at about 18 b\xahnla per acre. . In 1913
a sudden decline began similar to the one in the United States spring
wheat belt but more drestic, and culminated in & moving aversge
centared on 1920 of about 23 percent below that of 18.4 busheis in
1910. During the early 1920%s the trend ross and resulted in an
average for 1925 ¢f approximately 18 busghels per acre, simil:zr to the
yield in 1890,

¥heat vields in the Pacific Northwest were on the incresse from
1890 to 1913, when the respective moving sverages centered on thoss
yvears were 12,4 and 19.8 bushels per acre., Bince 1913 the genersl
trend hes been similar to that found in the hard red winter wheat
belt, with the exception that since 1925 the yleld hes been relatively
more stable, failing to decline as substantially alter 1930.



Of the 13 countries listed in Table 46, five had lower and 8 hed
higher aversge yields in the period 1930 to 1931 than in the § years
1925 t0 1929, Pour of the countries had ylelds in the first period
leas than ) bushel different from those in the later period. Of the
countries having lower yields in the later period, rust snd drought
reduce yields considerably inm the United 8t:tes and Canads, Of the
8 countries having increased yields, most of them had only a alightly
higher yield in the later Mw. The grestest incresse was in
Germany. This country had an average yleld of 32,1 bushels per acre
in the period 1930 to 1934, as compared to 29.4 tushels in the yeurs
1925 to 1929 er en increase of 2.7 bushels. This increase was |
substantial considering the already high yield.

Ereduetien _
The quantity of wheat produced in wny particular ares iz dependent

on the number of acres harvested and the yleld per acre. Acreage
harvested is ucreuge seeded leass acres abandoned for vurlous ressons
such as drought, rust, frost, etc. The latter is dependent upen the
farser, while the yield is only partially determined by his action.
The farmer may, through proper menagesent asnd fertilisation, contrel
to some extent, the yield awer s period of tine, but in any individual
year climatic conditions are vmapcéuibu for the grester vari:tiona
in yield,

Lis shown in Figure 51, the world production of wheat, excluding
U. 8. 8. R, and China, has been incressing sinoe 1890, & Based upon

3/ United Btates Department of Agriculture, Agricultursl Statistics,
19”’ Po 15; Table 5,
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a uthmticdlybcalculam straight~line trend, the rate of increase
has been 37.8 million bushels per year, or 1.3 percent of the average
for the entire period, 1890 te 1936, Y Dues to the large area included
and the great variation in climetic conditions from year to year, the
world production of wheat is quite variable,

During the World War period a substantial reduction in Buropean
'productian had its influence on the world trend. In the period 1930
to 1934 Ruropean production constituted about 40 percent of the world
total, excluding U, 8. 8, R. and China. Although European production
in the war period caused a reduction in the world total, this decrease
was accentuated by reduced yields in the United States and Canada.

The average world production of wheat for the period 1925 to 1929
was estimsted as 3,623 millioa bushels, as compared to an average of
3,797 million bushels in the five years, 1930 to 1934. Evean though,
prior to the 1938-1939 crop year, the record production of 3,996 milliom
bushels i{n 1928 occurred in the first period, the productionm in the
latter incrwagd 174 million btushels, 8hort crops in the United States
and Cansda due to drought and rust in part of the 1930 to 1934 peried,
decreased production (Tabls 47).

Since 1390 Europesn production has shown two distinct trends,
although both in the same direction (Figure 52). 2 tne tirst began
in 1890 and ended with the outbresk of the World War. During this
period the rate of increase, based upon a straighteline trend, amounted

3/ ¥ = 2,949 + 37.8 X, (millions of bushels), Origin at 1913.
2/ Agricultural Statisties 1938, op. cit., p. 15, Table 5.
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to 13.46 million bushels per veer or 1.3 percent of the trend valus
of the first year, 1890, v Daring the World Nar s tremendous decline
in production took place and by 1917 it was only 635 percent of that in
1913, The outbreak of hostilities had reduced the avuilable men znd
acreage which could be devoted to wheat produstion. Upon the comple~
tion of the War Buropesn production sgain increased and at a more
rapid rete thsan in the pre-war perloed, until in 1933 Burope hud an
estinsted record crop of 1,745 million bushels. This crop was 102
percent over the low of 865 million bushels in 1917. In the second
period, 1917 to 19¥7, Europesa production incressed at the rate of 137
uillien bushsls per year, which amounted to sbout 4 percent of the
trend valﬁa for the first yesr (1917), or 2.8 percent of the average
for the period. 2/

In the five years ,1?25 to 1929, European production waes estinmated
at 1,350 nillion bushels, as compared to sn sverage of 1,516 millien
bushels for the period 1930 to 1934, an increass of about 166 millien
btushels., In the szme two periods the surplus sreas of the Danube
River Basin produced an sverage of 306.5 million bushels in the first
period, and in the latter period an sversge of 312,3 milllion hushels
(Tsble 47). In the last 12 years production in this area has shown a
slight upward trend, ¥ ‘

1/ Y = 1024 + 13.46 X, {millions of bushels), Origin at 1890.
2/ 1 = 129%.1 # 36.99 X, (sillions of bushels), Origin at 1927,

3/ Includes the countries of Hungary, Yugoslavis, Bulgaria and
Rumanise. See Agricultural Outlook Charts for ¥hest and Rye,
19393 Pe 1
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During the 5 yeers, 1925 to 1929, the countries of Morth Amsrica
had & total average production of 1,264 million bushels as compared
to an average of almost 1,094 milliom bushels during the period 1930
to 1934, s decrease of some 150 million bushels, The data for North
America are ;muct.imily an sddition of United Btates and Cenadian
production snd during the last 12 years have shown a slight downward

trend., x/
Southern Hemlsphere produgtion, of which that in Australic and

Argentina make up shout 85 parcent, increased from an average of 447
million bushels in the years 1925 to 1929 to 499 million bushels, the
avsrage for the peried 1930 to 1934 In recent years, 1935 to 1937,
the production of wheat in this portion of the world has been balow
the 1930 to 1934 averuge {Table 47).

Mgure 53 shows the production of whezt in irgentina for the
pertod 1890 to 1977. ¥ In 1890 tais country produced a crop estinated
at 31 million bushels, while in 1928 one of 349 million bushels, an
increase of 318 bushels or over 11 times. From 1590 to 1928 the trend

was definitely upward, while in recent years it has tended % be more
1svel. & In the period 1925 to 1929 Argentinme production sveraged 243

Y/ igricultural Outlook Cherts, op. cite, De 1és

2/ Trend lines for irgentina, Csneds and Australis were saloulated by
the semi~-zversge umethod,

3/ agricultursl Btetistics, 1938, op. cit., ps 15, Table 5,
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aillion bushels as compared to an average of slmost 244 milliom bushels
in the five yesrs 1930 to 1934, an increass of about 1 million bushels,
During the latter period this country's production amounted to zbout
6.4 percent of the estimated world total. Thias small figure may lead
one to believe that Argentina is not very important in the world wheat
pituation, but of the total domestic production only & small portion
is consumed inm the Argentine, leaving s substantisl surplus to be
exported to deficit ureass. 4

Cansdian production for the period 1890 to 1937 is shom in
Figure 54« As may be seen, the trend has been definitely upward until
the 1930%s, when drought and rust reduced production considerably. In
1928 Canada produced a record crop of 567 million iushels az compsred
to 42 million bushels in 1890, The aversge snnual production for the
five years 1890 to 1894 was 43 million bushels, while that for the
period 1925 to 1929 averaged 421 million bughels, an incresse of
about 10 times, During the period 1930 to 1934 Cenede'’s productiom,
although reduced below aversge by drought and rust, was about 9
percent of the estimsted world total. During the same period 64 per-
cent of her production entered into Internationsl trade. This latter
figure gives some indication of Canada’s importance as a surplus
producing ares.

Pigure 55 shows Austrslian production of wheat from 1890 to 1937.
Besed upon date for the five years 1890 to 1894 and the five years
1930 to 1934, Australian production incressed over 6 times, from aa

1/ sgricultursl Statistics, 1938, op. cit., P« 15, Table 5,
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aversge crop of 30 milliom bushels in the earlier period to one of 186
millicen bushels in the later psriod. In the ysars 1930 to 1934 wheat
production in Australia constituted about 4.8 percent of ths world
totad, excluding U, 8, 8. R, and China, while during the same period
this country exported sbout 67 percent of her entire erop. v

The estimates availeble for U, 8, 8. K. tend to show a consider-
able increase in production in recent years. According to estimates
published by the Buresu of Agricultural Ecomomics, wheat produciion in
Us 8¢ 84 Re averaged 791 million Lushels in the five years 1925 to
1929, In the period 1930 to 1934 it was estimated the crop aversged
924 million bushels, an increase of about 17 percent over the first
period. is has besn previously stuted, the dats for this region are
considered to be rather insccurate.

¥orld production of wheat and trend since 1920 is shown im Figure
56 and world total supply since 1922, excluding U, 8. 8., E. and China,
is shown in FPigure 57. _?/

Estinctes of wheat acresge and production in the United Btates
prior to 1866 have not been avsilable. The duta for acresge since
1866 refers to the ares harvested rather than seeded, Based upon
acres of wheat harvested, the ares devoted to wheat production in the

1/ ¥Weorld Production datas, Agricultural Stetistics, op. cit., p. 15,
Table 5, supply deta, United Stutes Departaent of Agricuimrc,
¥heat 8itustion, February, 1939, Table 16.

2/ World Productien date, Agricultural Statistics, op. cite, p. 15
Teble 5, supply data, United States Department of igriculture,
Whest Situation, Pebruary, 1939, T:ble 16.



P 1 g g

b

!

|
R

e s ks

5
.

-

—
)
,

.

Lokt ]
I} foic 0
t g 1 "'7_

AR arEaas tavesaas

iz x3 3%
g ibei b ' ' !
RS TRl Calvy ¢ el ifpe e

4
R R =

1
&l
13

!
i

+1929-%0 . |

.'.3:1
ey

-

i]k&b_;‘ml
3 7

|

i

4

1_
‘-—M

57

¥+ e

¥
brg- Kissra m(ma,m

27
g
4475.5 +6 T

| gmm ‘

4 V.

730

. 1
i
P

r Joly,
«

S i

. o
7
ere s
§
i

1o

1;-:‘ ﬁ/’
o Whedt, 2a

| orlgsm 7228

¥: IS9P ¢ 387X

flfv beps

of Wheo! Fuclodin

y

)
‘
1
+

:
i

:
HR LI

t

L
i

=l

:

3.;”‘ }*:.;”.
"v

e

el o

, P )
51 Warld Tohel Sopply

T i A
| y eI
.

1
+

e

P2 :
g s6Morte

i

:
.

4000
7 "3.,2{
2

Vovmmag e

Zrape/s
o
:EIA?:
2
200
! z
i % |
%z‘lilﬁm
Buratels
| g000]
£ 400 |
#4090 |
S L
.

| DS

reslaiien!

i

{

\

H

e ey

|

t

Vo e

1

: £5

1 e

[WEIHR L i
=)

| (il 3

1

— -

}

{

:

9 adfeSal X

'

'

:

o

[ pE ST
{
:



199.

United Btates shows a gradual incresse from 1866 to 1920. B8ince the
latter data there has been a slight downward trend. In 1266 there
was harvested an estimated 15.4 million acres, while in 1919 the area
was 73.7 million acres, sn increass of more than {78 percent, 3/

During the period 1925 to 1929 there was harvested an average
acresge of 58,2 million acres, while the zverage for the periocd 1930
to 1934 was estimated to be 54.2 million acres, a decline of about 4
million acres. In 1935 and 1936 the harvested acreage was below the
1930 to 1934 svarage by 3 and 5.3 million acres, respectively, & In
the gane two years it was sstimated that the scresge seeded smounted
10 69.2 and 73.7 million acres. &/ During the ysars 1933 to 1936 a
considerable area was absndoned because of drought and rust,

Fheat yields since 1866 show a slight upward trend. A recoxd
yield was atteined in 1915 when it was estimrted the yield for sll
wheat in the United States averaged 16.7 bushels per acre. The
lowest yield on record occurred in 1876 whem it amounted to 10.9
mshels, In recent yesrs the lowest yleld ocourred in 1932 when it
was sstimated at 11.2 bushels per acre. &/

In Figure 58 is shown the production of wheat in the United
States since 1866, A second degrse parabola has been used to describe
the trend. 3/ From 1866 to about 1920 the trend in production was

Y/ Agricultural Statistics, 1938, op. cit., p. 9, Table 1,

2/ Table 45,

Y/ igricultural Outlook Charts, Whest and Rys, 1939, p. 3

4/ Agrieultursl Stetistics, 1938, op. cit., pe 9, Table 1.

5/ Y = 671,309 + 8223% +(-142)X2, thousands of bushels, Origin at 1902,
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upward, but sincs the latter date has tended to be somewhat level,
United States total production in 1865 was estimated st 169.7 million
bushels as compared to & crop of 87%,7 milliom bushels in 1937, The
average production for the 5 ysars 1925 to 1929 was 822.7 million
btushels, while that for the period 1930 to 1934 amounted to 732.6
mililon bushels, 2 decline in the latter period of about 90.1 milliion
bushels, &
| Total wheat acresge in the United Stutes is widely distributed,
but large portions are centered in importunt producing aresas,

¥ith respect to total screage of wheat, Kansas is the most
important state. In the five yesrs 1928 to 1932 wheat acresge in
Kansas averaged alightly over 12 sillion acres or sbeut 21 percent of
the United States total. Narth Dikota is the secend most important
wheat producing stats, and in the same period had an estiamated area
of 9.6 million ecres, or about 16 percent of the total wheat acreage
in the United States. Fased upomn acreage date for the 5 yvears 1928
to 1932, the eight most important utaﬁa were Kangas, North Dakota,
Oklahome, Momtana, South Dakote, Nebraska, Texas and Washington, in
the order named. Besed upon production datz for the same period,
the states in order of importance were Xansas, Horth Dakots, Hebreska,
Oklahoms, MHontens, Washinglem, Texas and South Dekots, 2/

As stated previously, wheats may be divided into two types
dependent upon time of seeding, winter and spring. In the United

1/ Agricultural Statistics, 1938, op. cit., p. 9, Table 1.

2/ United States Depsrtment of Agriculture, Yearbook of Agriculturs,
1933, p. 406, Tuble 4j and Agricultursl Statistics, 1937, p. 12,
Table Bo



8tutes the acreage of winter wheat is cenaiderably larger than that of
spring wheat. In the five years 1925 to 1929 winter wheat acresge
amounted to about 66 percent of the total screage, In the same period
production of winter whsat averaged 67 percent of the total.

The production of winter wheat is the most important in Kansas,
Nebrasks, Oklahoma, Yexss, Illinots, Hissouri, Ohio, Indlana, Weshington
and Colorada., Of the average total winter wheat acreage harvested in
the 5 years 1928 to 1932, the acreage in these 10 states coustituted
about 7 percent, while production in the same states was 77 perceat
of the totale ¥ Winter wheat production is most important in the
Central Great Plains area, the ssstarn portion of the North Central
states and the Middle Atlantic states. ’

Spring whest production is less widely distributed, concentrating
to a large extent in the Northern Creust Plains arsa. The iaportint
spring wheat states include North Dekota, South Dakots, Montans,
Washington, Idabe, Uolorade, Nebrasks and Oregemj although smalier,
less importsat areas, sre fwgd in Wyoming, Illinois, Wisconsin, Iowa,
snd Utahe The United States Departament of Agriculture divides spring
wheat into two groups, durum and spring wheat other then durum,

is indicated in the Grein Btandards Act, there are five prinecipal
classes of wheat gromn in the United Statest hard red spring, soft
red winter, hard red winter, durum, and white.

The clzss hard red spring is grom in practically all geographicsl
divisions except the Bouth atlontie, but its prddustion of importance

)/ igricultural Statistics, 1937, op. cit., ps 13, Tuble 4.
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is concentrazted in the North Central States. Although it has been
the leading class of wheat in Maine, New Hampshire, Vermont and
¥isconsin, its production is greatest in North Dakota, Minnesota,
South Dakote, Wyoming and Montana, In 1924 this class of wheat was
mmdumusouum.vmmw- period 1921 to 1937
the production of hard red spring averaged 136 million bushels, or

18 percent of the total production of all wheat (Table 25). This
class ranks third in total production and is considered the strongest
of the flour wheats.

Kith respect to total production, the most important class of
wheat i{s hard red winter, This class is grown to soume extent in all
geographicel divisions, but principslly in the states of Kansas,
Oklahoma, MNebraska, Colorsdo, Texas, illinoh, ¥ashington and Montana,
In 1924 ¢t m':.g the leeding class of wheat in Utah, New Mexico und Iowa,. /
In the same year the acrsage of this clags made up the following percen-
tages of the total acreage of wheat in the succeeding statest 95 per-
cent in Xansas, 93 percent in Nebrasks, 86 percent in Oklehoma, and
86 percent in Yowa. The averasge production of hard red winter for the
vears 1921 to 1937 was 313 million bushels or 40 percent of the total
production of all wheat (Teble 25), Thiz class produces s strong
flour and iz conaidered of good milling guslity. While the clase
hard red spring is seldom exported in appreciable guantities, bard red
winter ususlly constitutes a considerable portion of ocur total wheat
exports.

1/ United States Department of Agriculture, Distribution of he
Clasees and Varieties of Wheat in the United Ztates, Departaental
Bulletin Mo, 1498, May, 1929. '

2/ U. 8. D. A, Depertmental Bulletin No. 1498, op. cit., p. 66,
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Based upon total production, the class soft red winter is next to
hard red winter in importance, This clags is grown in sll geogrephical
divisions. In 1924 it was the leading clase of wheat in Pennsylvenia,
'Rhode Island, New Jersey, namm-m,,gm. Meryland, ¥irginia,
Wowt Virgimia, North Cerolina, Bouth Garﬁlm.., Georgis, Florids, Ohio,
Indisna, Michigan, Misseuri, Kentucky, Tennessee, #lsbama, Mississippi,
Loutsiana and Arcansas _The grestest seresge is found in Ohle,
Indians, Missiseippl, Pennsylvenia sad Illinoie. 1In 1924 this class

ocoupied 98 percent of the total acrsage devoted to whaat iﬁ. Ohio,

" 87 percent in Indiana, 90 percent ia Misseuri, and 99 percent in

1 ?umyl‘"mﬁh. m average production of soft red winter i‘er the 17
years, 1921 to 197, was 195 millien bushels or 25 percent of the
total productien of all wheat (Table 25). Boft red winter wheat is
usually not ene of the chief classes axported,

The fourth ranking class is white wheat whick is grown to some
extent in all divisiemns, 2lthough principally in the far western
division. In 1924 it was the lesding class 1m New York, Comnsctiout,
Arisona, Nevada, Weshington, Idahe, Oregon, and Californis, but its

- productiion of importance is concentrated to a large extent in the
statas of Washington, Oregon and Idaho. In 1924 soft red winter
veeupled 90 percent of the iotal acreage deboted to whest in New York,
96 percent in Arlzenz, 52 percent in Idshe, 52 percent in Washingtom,
ésmmmmm%mmzmmsram.ynmmm

L’ U, 8. D, A, EP&MM Mhm Ro. 1498, opselite, Po 67,
,E/ Us Be I's Ao Departmental Bulletin No. 1498, op, cite, Do 66.
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period 1921 to 1937 the production of this class of wheat avereged 83
million bushels or sbout 10,7 percent of the total productionm of sll
wheat (Tsble 25)., White wheat is soft in texture, low in protein
and guite bigh in moisture contemt. It has objectionsble festures
when used in the preperstion of bread flour. In years when we sxport
an appreciable quantity of wheat, this class ususlly constitutes a
considersbls portiom of the total.

The class of whest designated as durum is the }.ogat important
as regards quantity of production. Durum whest is grown in the same
general divigions and in wmost of tb-‘ states where hard red spring is
procuced. In 1924 it was not the leading class in any state but most
widaly grom in North Dekota. The chief éurum producing states are |
North Dpkota, Bouth Dakots, Minnesots and Montana. In 1924 this
class of wheat occupied 32 perosnt of the total wheat acreage in
North Dakota, 47 percent im South Dakota, 4 percent in Montana, znd
&mtinﬂmcnhq.yltudumtomm'biaxn
Haspehire, Wyoming and Colorede. In the period 1921 to 1937 produce
tion of this class averaged 47 million bushels or 6 percent of the
tokal production of all whest (Table 25). Durum wheat has a
relatively low molsture and protein content, snd a hard texture.
Conaiderable quentitiss of this class have been included in wheat exports
in the United 84¢ates in the past,

Lfﬁ; 8., D. 4. mmm m‘tﬁ i-;ﬁ 1496, 0pe Citey Do 68,



CONCLUSIONS

Hheut prices fluctuste with the general price level, showing
changes in the value of money. Devictions from the general lavel
of prices are explained principally by fsctors assoclated with
supply and demand.

During the period 1875 to 1291 the purchasing power of wheat
remained practicslly stable, The price of whest and the general
price level declined. From 1897 to 1913 prices of commodities,
including wheat, rose. The purchasing power of wheat in terms
of 21l commodities remasined practicsally stable.

Index mumbers of the price of wheat in gold in Canads, the
United Ststes, iustralis, England, and Argentina followed a similar
course from 1923 or 1937 {crop ysers). Deviations from the level
in five countries are explezined chiefly by local cupply and demend
influences. During the years 1933, 1934 and 1935 short crops in
the United Btates resultad in domestic prices sbove world levels,

Brosd movements of the price of wheat in gold in five coune
tries and the world price level of besic commodities were similar
during the period 1923 to 1937. Supply and demand influsnces
affecting world wheat explain ths principal deviations from the
world price level, Llarge supplies during 1929 to 1933 (crop year)
depressed wheat prices below the world price level of basic
commodities,

Res-valuation increased wheat prices in the United States,
slthough prices were higher than could reasonzbly be expscted from



incressing the price of gold. Locel supply snd demsnd conditionsg which
increased domestic prices played an lnportaﬁt part during the period
of re-valuation,

Develuation of the Canadian dollur, the Argentine peso, and the
sustralisn and English pounds increzsed wheat prices in currency at
terainal markets in those countries above the lavel in gold in five
countries,

During ths period 1921 to 1937, as msasured by gross linear
correlation, the association of Liverpool prices to the world supply
of wheat was greater than Kansas City prices,

In the same period the association of Xansas City prices,
deflated by index numbers of the prices of all commodities, with
the world supply of wheat s slightly greater than that between
Kansas City prices deflated by basic commedities and world supply.

During the period 1321 to 1937 iinneapolis ;?rieu of No. 1 Dark
Northern Bpring wheat wers more highly correlated with Liverpool
prices than Kansas City prices of 1.40. 2 Hard Winter wheat.

Hinneapolis prices were more highly correlated with the world
supply of wheat than Kaneas City prices.

During the period 1921 to 1937 Liverpcol prices were more highly
correlated with world supply than world production.

In the saume period Kansas Clty prices were also more highly
correlated with world supply than world production.

Kansas City prices were moreclosely associated with Hinneapolis
prices than Liverpool prices, although less than the assdciation

batween Mirmeapolis prices and Liverpoel prices.
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5 smell supply of wheat hap a more striking affect om prices than
2 large supply.

From 1925 to 1937 & world supply of whest 10 percent sabove normal
was accompenied by lower prices at Xansas City than at Liverpool.

A given world production of sheat had & greeter influsnce on Kinsas
City prices during the period 1925 to 1937 than during the neriod 1899
to 1913,

A world erop of wheat 10 percent below normal had a more striking
affect on prices at Xansas City them at Liverpool.

During the p‘ﬂ.oé 1925 to 1937 a given sise world supply of wheat
had more influence on prices at Kansas City than s proportionate United
Stetes supply. A world erop 10 percent cbove normal lowared prices at
Kamisas City more than a United States crop 10 pervent above normal,

From 1925 to 1937 a United Btates supply of wheat 20 percent sbove
normal lowersed farm prices in North Dakota (surplus area) more than in
Georgia (deficit ares).

4 United 8tates supply of whest 20 percent below normal had a
more striking a®fect oo the June price of No. 1 Dark NHorthern Spring
wheat at Himneapolis than & supply 20 percent wbove normal.

i Horthern Hemisphere ¢rop 10 percent a2bove normsl was sccompanied
by a spring to fsll chenge in price at Liverpool 21 percent balow
normal,. | & 10 percent below normal orop was accompsnied by s change
of 29 percent nhove normal.

Price differences among the classes of whest in the United States
can be explained to large extent bv variations in the production of

each claus,.



Beasonality of Minneapolis prices are similar to Kansas City
prices, except during the months of August and September when
#inneapolis prices tend to be depressed more than Kansas City prices,

During the period 1923 to 1937 a given United States supply of
wheat had & greater influsnce on Minneapolis wheat prices than flour
prices.

The price of wheat fluctustes more vidontly than the price
of flour, shile the price of fleur in tum fluctuates more violeantly
then the retail price of bread.

From 1923 to 1937 the Minneapolis prices of Standard middliings
and bran moved more closely with the price of wheat than Spring
Patent fleur.
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Table 10.- Aversge Spot Price Per Dushel of Ho. 2 Hard Winter Wheat, st

Roighted

Kansas City, By Hoaths, 1909-1910 to 1914~1915 snd 1920-1921

to 1997-1938

o |
525238 BRASAIARYRRLABREY.
gegEsy ASAAIDIGACIIRCBRGE

3 §R4S8R SAI8953FLEOARERRYR
ié 535853 55RIALHAIRAIEEESE
§d ss3se3 mmaspdanageasengss
24 2sgeey 2833995553354 908 388
155593 §3I3UEEEIASRIALRE

i

3

3
14 373933 sEnsaLRndgenIsy g
4

i

4

Aoa..

24 1vgesy 2eHE3IKAIZLRIYNR

44 geqmay §I3aRBERINTII0HLNE

§d sesesy anansamanaeotsaang
14 sgseen 33qq5IARRRULIRELNY
A4 Jasver 3ageRamRRRsIIRRTY

o 08 e

i‘!ﬁ
1933
93
1935
1936
1937

8

LA awmd &

s Agricultursl Statistics, 1937, Table 18,
oawmd Beobadba Tautwaen T Bewmbhas 7

1926.1935
AORE SO e

Original, Xsnsas City Grain iarket Review. Becondary, Buresu of Agricultural Economics, ecupiled

7 Computed by weighting nniag price by mmber of carlets.

as followss Crop years, 19201925, 1928 Yearbook of Agriculture, Table 22.
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Table 12.-~ Index Nunbers of the Aversge Price Per Busbel of Millimg Whest
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1/ Caloulsted on & corresponding month basis, Jemusry 1910 to December 1914 equals 100.

2/ Biwple sverage of monthly index mmbers.
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Index Wumbers of the Spot Price Per 100 Kilograms of No. 2 Seai-hard
» in Argentine Currency, By Nonths, 19201321

hest &t Buanos Aires

to 19771938 }/
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)/ Celeulated on = correspending meath bssis, Jamwary 1912 to Decssber 1914 equals 100,

2/ Simple wverage of monthly index mwbers.
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Table 15.~ Index Mumbers of the Price Per Bushel of No. 2 Hard Winter Wheut

=t Kansss City, By Honths, 1920-1921 to 1937-1938 )/

i

e

3
1R

§NS18EISIRERRAE DAY

| 335a589sgeesenngye
{ 53853833 3rRrayRR

RINEEIRRIgRRIAREYR
CERELS LELPIS B
ERHARAIIAGRRITHIRS

”35533533““333595

ARSE3Y
SRARLY
INIRES
39558
RASIER
$RIBIY

$RITIS

ERRALYIREARRIASEIY 3sassas

VEEEELREEL LA b B

CEERRFELELLARRELLE

EELPELT B PO P ES

BLEEREELE IS T
HERARNRRRERRRAGRE

SRENES

4 53559555580 AI28AKY  IRTeS

AIGFES

RSN

[TITITE

BBRERE |

s

MnﬁWﬂﬁMﬁ,!Ml%&%mlmﬁmhm

?ﬁ‘*-"“‘:

aversge of monthly infex mumbers.

Caloulsated by dividing the index mmber of the price of whest ${n currency by the corresponding index |

masbers of the price of gold ss glvem in Toble 5.
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Index Bumbers of the Avarage Epot Price of No. 3 Manitobs Northern
Thest at Wanipeg, in Gold, by Nomthe, 1920-1921 to 1937-1938 }/
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)/ Calculsted by dividing the index mumbers of the price of whest from in Tsble 11 by the corresponding

index munbers of the rrice of gold s given in Table 4.
2/ 8impls aversge of momthly index mumbers.
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Price Per Bushel of Mill
» 1920-1921 to 1937-1938
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}/ Csloulated by dividing the {ndex mumbers of the prios of wheat from Tabls 12 by the corresponding index
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2/ Bimple average of monthly index muambers.
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Semi-hard
By Moaths, 1920-1921 o 1937-1938 )/

)

Index Bumbers of the Spot Price Per 100 Kilograms of Mo, 2
912-1914 = 100
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J/ Calculated by dividing the index nusbers of the price of wheat as found in Table 13 by the corrsspending

" index mambers of the price of gold as givem in Tuble 2.
2/ Bimple average of monthly index pumbers.
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index pumbers of the price of gold as givem in Tuble 3.
2/ Biwple sversge of momthly index numbers.

}/ Caleulated by dividing the index mumbers of the prics of wheat as found in Tuble 14 by the covresponding
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Table 21.~ World Price Level of 40 Basic Commodities in Gold in 10 Countries,
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» Canada
Bethsriands, 5.7 Belgium, 5.1j Australia, 4.63 Swedenm, 2.6 New Zealand, 1.5; and ¥ » 1.0

The weights are as follows: OUnited States, 29.23 United Kingdom, 29.1j France, 13.7)
Sources Farm Ecomomics, Cornell University, No. 108, June 1938, pp. 2621, and later issues.
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Hinnsapolis, By dopths, 1920-1971 to 1937-1938 )/

Table 34.~ Index Numbers of the Price Fer Bushel of Bo. 1 Northern Bprimg
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Y/ Calculated on s correspending wonth begis, Jasuary 1910 to Decesber 1914 equals 100.

2/ 8imple sverage of momthly index mumbers.
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Teble 36e~ Index Nambers of the Price Per Tom of Btandurd Ni
By Homths, 3.%-—1? o 1937.X938 '
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(1910-24 = 100)

Table 37~

Index Numbers of the Price Per Ton of Stendard Bren ia 100 Pound
Sscks at Wirmeepelis, By Nemths, 1920-1921 te 1937-1938 }/
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4/ Calculated on & corresponding meath besis, Junuary 1910 to December 1914 equals 100.
2/ 8imple average of monthly index musbers.
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Table 42.~ England: Index Nusbers of Wholeszle Prices of 45 Commodities,.
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for Impoertunt Exporting and Importing Countries, 1920-1937

Table 4{3.~ Whest, Including Flour, in Terms of Grain: Internstiomal Trade
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