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November 9, 1955
Tot g;ts::z; = n:giuul‘.ul‘e and Forestry
M. Chairman and Gentlemen:

W nane i G G, Cortright, Jr. I am a cotton farmer from Sharkey County,
Missiseippi, and a viea president of tha Amarican Cotton Producer Associates, This
sasoelation is a federation of cotton producar organisations dedicated to the
qn-mntmphueofm:mﬁmtmm

Wo are gratoful for the priviloge of appearing bafore this committoo and for
tho opportunity to discuss the critical probloms that confront produccrs of ootton
in this country,

The businoss outlook for tho Unitod Statcs today prosonts a picturo of continue
ing prosperity. s a mation, wo aro hiring moro pooplo, solling moro goods, and
meking more profit than any nation has ever done before,

Eors Shere Down

Farmers, however, are not sharing equitably in the groat prosperity of the
nation, TIn 1954, per capita incomos of farmers totalod #18, as compared with 1836
per capita for non-formers, As cotton farnars, ve are hdring fower pooplo, Wo aro
being forced to produce less goods, and showing lover profits than we have since
29211 Fron 1951 througa 1954, farm incone dropped 20 percent,?’ Gross farm income
WALl have declined 11 percent from 1952 through 1955, according to the United States
Department of Agriculture, The total debt of farmers is 18 billion dollars, wp
two billion dellars from 1953, and the total valus of all farm sssets is down three
billion dollers from the pesk.d’ The farmer's share of tho consuner's dollar has
dropped from 52 cents in 1946 to 42 cents in 1955.

I/ AgriouTtaral Gutlook Gharts, 54 T. 5. Dopartment of Agriculture
2/ Farm Costs and Returns, 1954, U. S. Departmont of Agriculturo
3/ "Facts Impartant to Farzors,™ USDA, Offico of the Secrotary
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Cost_Increases

The high level of prosperity in the American ecohomy is not being shared on the
farm, As farm prices have been going down, equipsent costs have been going through
another serles of rises, For example, B. F. Goodrich, on August 2, 1955, announoed
that it vas raising its farm equipment tire prices 3 1/4 percent, Other major tire
firns, according to tho Wall Strost Journal, also raised their prices. On October 24,
Goodysar anncunced an edditional 1 1/2 to 5 percent inerease, On August 15, 1955,
John Deare Plow Company raised its prices 7 percent on all farm equipsent in current
production, This John Deere price risc was announced in the wake of wage concessions
granted to the UMW, CI0, J. L Caso and Company did the samo, and othar farm
equipnent manufacturers wers forced to follow suit,

These price increases by major implement firms came on the heels of a new
federal wage and hour lav increasing the minimm vage to §.00 per hour, Thus, the
farmer is oaught with price riscs from ancther direction, These wage increases
cannot fail to affect the furmer's payroll through more competition for labor
resourcos in addition to increasing the rotail prico of manufactured goods,

In the face of the closing of this price-cost scissors, the cotton farmer is
confronted with still ancther dilamma, Income is being cut through drastic acreage
controls and, at the swme timo, export markets are baing taken over by other pro-
ducing countries,

Acroago Cutg

Cotton farmers have demonstrated their willingness to do their share in adjust-
ing supply with demand; however, it is now obvious that low level acreage controls
are not accomplishing the desired objectives, Ootton ncreage has been stepped down
from 28,195,000 acres in 1951 to 18,113,208 in 1955, or about 35.7 percent. The
acroage out vas 25 percent in 1954 corpared with 1953; tho cut wvas 15 percont in
1955 comparod with 1954, Acroage roductions havo boon reflected in lower incomes for
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the entire cotton comminity but have forced extreme hardships on those families that
can stand it least. Surveys conducted by the U.5.D,A. showed that more than 55,000
farn femiliss were forced off the farm becsuse of the reduction in cotton acreage
for 1955. Additiona) thousands suffered sharp cutbacks in income and will be asked
to vote in Docombor on quotas, with a further reduction of 721,904 acres.

I vould like to polnt out that we believe production has to be reduced when
capasity to produce outruns current demands, Acreage allotment provisiens were
designed, however, to deal with domestic problems and not with a world-wide situation,
Through lack of consideration for tho domestic scens in our forelgn aid programs, the
purpose far which our acreage control program vas designed has been defeated. By
reducing our domestic acreage, we have tried to sdjust world supplies, but, at the
same time, we have stimulatoed foreign cotton produetion with foroign agricultural
aids and the encourngemont of venture capital, some of which has come from U, S,
sources, The rosult has boon an increasc in foreign cotton acreage totaling almost
exactly that of our reduction st home. The American cotton farmer has had to bear
‘the brunt of an unsuccessful attempt to adjust world supply, He is now faeing a
permanent loss of historical export markets, (See attached tables showing world
eotton produstion 1949 = 1954-55 and cotton exparts.)

Forelgn Competition

While we are suffering through a restricted acreage program, our supplies of
cotton ars being held off the world market through refusals of our government to
compete and sell its stocks at competitive prices, Foreign cotton producing
countries have boan sbls to find ready markots for their cotton through various aid
and subsidy programs and tho fact that our domestic program, coupled with our
"no mell" policy, guarantoos them s market at prices just under our prico lovels.

It is oommon knowledge that nearly all foreign countries resort to artificial
measures to ptimulato exports when such are nesded, These devices vary from diract
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subsidies to manipulation of eurremcy exchange rates. International competition
promises to booome oven tighter this yoar, as, st the end of July, Pakistan announced
that its rupee Was being devalued sbout 30 percent to stimilate exports of ecotton
and jute, Pakistan cotton was reported by the International Cotton Advisory Com-
mittee in Septesber to be significantly chesper than before. India announced that
5t vas lovering its export tax about 4 conts per pound for tho same reason, ¥ and
on Soptasber 3, Egypt anncunced a raduction in ita cotton oxport tax, 4s cotton
farmera, wo See Do hope of channeling our cotton into world eommerce and regaining

a fair shave of the world market unless we use some of tho mothods of competition
that other countries consider standard oparating procedures.

The Agricultural Trades Mission in its report to the Secretary of Agriculture
in June 1954 stated their views as follows: "It is basically important to recognize
that in order to sell our products in export merkets, We must offer them for sale at
compstitive prices and on compotitive tcrms, Wo must slso realize what is roguired
to moot both tho prosent short-range situation and tho long-rango situation,

"For the ahart range, it must be recognized that we have lawe which establish
price supporta for some commodities at levels higher than the prices of competing
commoditiss in export markets arc at tho present time or are likely to be in the
immediate futurae.

"If wo aro to be compotitivo pricowise in oxport markets, under these conditions,
it will be necessary to resort to some type of governmental expart-pricing program.

"It is common practice for many governments to carry out similar types of pro-
grams, Under such circumstances, it is unrealistic for us to expect to maintain a
fair share of export markets unless we are prepared to compete,”

The drying up of our foreign markets has already shown how sevare the results of
inaction can be, From 19/9-50 through 1954-55, total world consumption increased

i Intareational Cotton Advisary Committos, Monthly Roview of tho World Situation,

Sopt, 1955,
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five nillion, seven hundred thousand bales while domestic production dropped two
end one-half mi1lion bales.Y In tie 1920%s, the U. 5. bandled nearly 60 parcent
of the world cotton exparts. Now, despite a 20 percent increasc in world trado
since 1948, tho U, 8, position has fallen to loss than 30 percent of tho total.

This gap in the world market has been filled by foreign countries who have
repldly and knowingly increased production in the face of our attempts to adfust
supplies. Their plans call for rtill grester increasss in the futurs, It is there-
fore evident that we are being unrsalistic in cortimuing to cut domestic acreage
and refusing to compete in the world markot when foraign production and consumption
have shown such great expansion, Unless action ia taken immediately, markots which
are 1ly ours will be lost, In its October 1955 report, the

International Cotton Advisory Committec said that if the present trond is continued,
in two more ssasons, foreign free world production may bo sufficlent to meet all
consurption requirements without imports from the United States,
Domestlc Mills Threstened

The cotton industry is threatened on still another front. On September 10,
U. 8, custom collectors put into effect sharply lowered tariff rates on cotton tex-
tilo imports, These new rates were agresd to by the State Departmont at Genova in
Juno 1955 for the purposs of bullding up the Japancso coonomy. Japan already enjoys
a competitive cost advantago ovor our domostic mills bocause of accossibility of
lower priced foreign cottons and cheap labor., According to the International Cotton
Advisory Committos, Japan now has one-fourth of the total warld trade in sotton goods.
At the same time, Japan in buying thres out of evary five bales of their cotton
requirements from suppliers othar than the Unitod Statos.

Isports of cotton textiles have been increasing rapidly and the lover tariff
will boost the volume of cotton yarn, fabric, spparel, towels, sheets, sta., antering

I/ Tntarnational Gotton Adviaory Gommittes, quarterly Statistical Bullstin,
Voo u, Ho, J, April 1955,
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this eountry. The implications are easily sesn, As cotton farmers, our domestic
mills are our best customers. The importation of large quantities of foreign tex-
tiles into the United States will not only displace goods produced in this country,
thereby jeopardizing the position of our domestic mills, but will have a double-
barrel offect on eotton producers, Domestic consumption of U. S. cotton will be
lowersd et the sams time that our export markets are shrinking. If we contimue to
follow the present policy, this will necessitate still greater cuts in cotton
acresge, Gotton production and manufacturing in this eountry would drop to a new
low, thereby affocting the incomss of millions of farmers, mill workers and middle~
mon,
Effoct on National Economy

This situation of depressed farm income must be solved not only to strengthen
the economic position of farming people of the United States, but also to halt the
eventual spread of this recession to industry and business. Histaorically proven
relationships show that dips in agricultural receipts forecast impending drops in
industrial income, This relationship has been basic to American sconomic thinking,
Some economists, however, have recently put forth the theory that these relation-
ships are now doad, mainly because agriculture accounts for a smaller parcent of the
total national incoms, This line of reasoning ignores the high investment in agri-
cultural facilitiss and the fact that it takes more imvestment to got the same
dollar return in agriculture than it does in business, In 1953, agricultural plants
1n the United States were valued st 156 billion dollars.l/ The average investment
per farm vorker in the same year was 14,500, According to a 1955 report of the
Machine and Allied Products Institute, the average investment per industrial worker
is §11,400, Obviously, this heavy investment in mgriculturs is an important factor
in the domestic economy,
1/ Rgricultural Gtatistics, USDA, 154
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The impartance of agriculture can be further shown by the value of industrial
sales in the farming comuntty. In 1953, thers vas 553,971,007 vorts of farn
machinery and equipment sold in the United States. In tha same year, farmers used
6 billion, 775 m1lon gallons of liquid motor fuels exclusive of lubricating oils,?’
They used 19 billion, 45 million kilowatt hours of electricity, for which they paid
434 nillion dollers, Purthormore, 21,830,000 poopls lived on farms in 1954 In
many arcas of the nation,and particularly in parts of the South, almost tho wholo
population depends on agriculture for ita income or on income derived from ferming
people. Cortainly, it remains as cne of the most izportant sogments of the Anerican

economy.

The facts are that a highly impartant segment of our economy facos a grave
erisis, Tho that causod in tho past are still prosont and
they will roact again if action is not taken to provent it,

What Should Be Done

Changos should contribute to the folloving: an increase of cotton exports;
place cotton in & stronger position bo compebo with synthetds fibers; guard agalnst
an influx of foreign textiles; discourage production of staple lengths and grades
far which modern cotton manufacturing offrs 14ttle domand; increaso farm income
through an dncroase in volumes of production accompanylng any dovmiard o justeant
in prico; and conserve tho productive resourses of tho Unitod Statos.

Wo thorotoro affer the following spooific rooommondationss

L Mequate cotton acreage is essential for a healthy agricultural Aserica and
wital 40 our oobbon sconcey — mills and producers, If farmers are $o have the
opportunity to maintain their fair share of the world market without destroying their
markot at home, it s cecontial that tharo be ostablshod an vor-gld dual purooss
program. Such  progran should aasuro cobton salos in the world markot st compotitive
2/ igricultural Statistics, USOA, 1954

2/ Production Boonomies Resoarch Branch, Agricultural Resoarch Sorvice, USDA.
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prices and provide a textils import guota under Section 22 which would permit
foreign exporters of cotton textiles a fair share of the domestic market on a his-
‘torical basis and, st the same time, prevent excessive textils imports, Our domestic
=ills should also be afforded the raw cotton equivalent of export textiles at the
export price, The adoption of such a dual purpose program is necessary if we are to
prevent complete disruption of the cotton economy of cotton produeling and manu-
facturing areas,

Ve specifically endorse and urge adoption of Senate Bill 2702 introduced on
July 30, 1955 by 63 mombors of tho United States Semste. Briefly, this bill provides:
(1) that the Commodity Credit Corpcration is directed to use its welsting powers and
suthorities to encourage sales for export of such quantities of ootton as will
re-establish and maintain the fair historical share of the world market for United
States cotton, said volume to be determined by the Secretary of Agriculture; and
(2) 1n order to prevent materisl interference with the sales program authorized under
Section 1 or with tha cotton price support program, or to prevent loss of domestic
markets for cotton, or a reduction in the amcunt of cotton products produced in the
United States from United States cotton, the quantity of manufactured cotton products
which may be imported into the United States shall not exceed by more than 50 per
contun the average amnual quantity imported during a represeatative paricd of two

yoars, as det by the v of Agriculturo: provided, that net
to axeood 25 por contum of such quantity may bo ontored during any calondar quarter,

It is significant to note that our government already has the muthority to
carry out both of these provisions. Thers is also azpls precedent for administrative
use of this authority in the export programs of 1939-40 and 1944-45. In addition,
the Commodity Credit Corporation is now selling or has sold more than 20 other
agricultural comeodities in world trade at eampetitivo pricos.
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411 of the surplus cottonseed oil stocks have been moved into use. AlL
governzent-ownsd protein meals have been sold. Surplus soybeans have been moved into
world trade on a competitive basis. This has been accomplished with s minimum of
of disruption to normal trading and illustrates vhat can be done when the authority
already provided by Congress is used judiclously and effectively.

2, In addition, we recommend that the national cotton allotment for 1957
bo set at a lovel commensurate with an off-take of 14 million bales, five million
bales of which should be an export goal. The cotton comminity cennct contimua to
sbsorb the loss in employment opportunities and income mede mandatory by minimm
allotzents, Contintied reductions in acreage serve only to cut farm incoms and as a
signal for foreign producers to increase their plantings. Acreage controls are
effective only when dealing with the domestic situation or when coupled with a salos
progran to deal with the surplus in an effective manner.

3. We recommend one change in the provislons of the law applicabls to estton
scroage allotments. With acreage allotments at present low levels, state and county
reserves are wholly inadequate to deal effectively with small farm hardship cases.

We urge that a national cotton screage reserve, over and abovo ho natdonal allotment,
be authorized that would be oarmarked specifically for small farms, Such a resarve
would prevent displacesent of many farm families if used to adjust allotments on
small farss to four acres or the highest planted in the past three years, whichever
1s smaller,

4 Cotton growers are striving to attain levels of income comparsble to those
1in the rest of agriculture and in other industries in these United States, If cotton
farmers are foroed to take a reduction in price suppart levels, adjustments should be
made in a mannar to corvect existing markoting insquitics and theroby accomplish
long-tarn benafits for the entirc industry. This could bo dono by using the sverage
grade and staple of the crop as the basis for the loan rather than middling 7/8 inch,
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Such a shift would discourage the production of unwanted staple lengths and grades,
We recommend continuation of price supports at 90 percent of parity with changes in
basic calculstions as outlined above. It should be pointed out that the shift from
the old to the new parity formula will lower price support levels substantially.
The current differonce in parity for cotton batwean tho old and now formula is
approximately 100 points or $5.00 per bale, We considor the change in the parity
formala to Bo a dosirablo one to ovontually attain a more current relationship
between selling prices and costs. This change in itself could, however, decresse the
loan value of the 1956 crop by $60,000,000, if 12 mllion bales were to be produced.

5. There is too little authentic infermation regarding the effects of price
upon the consumtion of estton, both in the domestis and farelgn markets, Wo urge
that the Department of Agriculturs initists studies to detarmine the competitive
positions of U. S. cotton and synthetics, the inter-relations of price in principal
ord uses, and the competitiva position of U. 8. cotton and forelgn growths. e
rocomsend that such information, togother with cost reductions accompanying rescarch
findings and 1 in cotton prod be used in
long-tern adjustments in price support levels, These should serve as first steps

toward development of price support levels, volumes of production and cost relation-

ships that will mean a healthy position and incomea for cotton
grovers in tho futuro,

6, Ve also recomsend that our Technical Assistance Program should emphasize
health, sanitation, and the raising of nutritional levels, We do not believe that
4t benafits any foreign country, and certainly it doss no good to tho United States,
for us to encournge the production abrosd of arops of which thore is alroady a world
surplus and of which production is curtailed in tho Unitod States.

7. Undor tho oxtension of erodit for agrieultural developmont in foroign
countrios, wo rocommond that all loan applieations should be screend carefully for
possible sdverse sffects on United States producers, We proposs that all such loans
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should be conditional upon & commitment by the borrover not to use the proceeds to
promote incressed production of crops which are in world surplus. This should also
be done far Bxport-Import Bank loans and all other loans and eredits.
The future of eotton groving and manufcturing in the United States is ovar-
shadowed by the critical nature and af the immeds Efforts

have been made by producers and milla to secure relief through administrative use of
tho tools already provided by Congress, This relief has not beon given,

As cotton farmors, Wo bolieve that action to ro-establish and rotain for the
Undted Statos a falr share of tho world cotton market with adoquate protection far
domostic mills must be initiatod baforo wo can move forverd oa a sound basis tovard
doveloping a long-range cotton program, Under such a progras, income parity for
cotton should reflsct a fair balance and equity between agriculture, industry, labor
and other segeents of society. With present conditions, the cotton former can expect
to receive about loan level prices for his cotton, Without this protection amd with
oxioting supplios, he is faced with bankruptoy, Sliding seale odjustmonts, under
prosent conditions, would do 1ittle toward reaching tho hoart of the problam and
would only serve to furthor roduce farm incomo,

Ve respectfully urge that the Senate Committes on Agriculture and Forestry
initiate necessary mction when Congress reconvenes in 1956,



TABLE I. Cotton Exports: World Total, Foreign Countries and United States y

Bales of 500 lbs. gross
i G i United States :
B sPercentage:
1of World
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izz 1
27.0 s War Yoars
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icute Dollar Shortages Abroad
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1/ Foreign Agriculbural Service, U.S.D.A.

2/ Proliminary

The marked upward trend of exports from foreign countries since World War IT reflects in part the
increases in foreign cotton production as shown in Table II. It contrasts sharply with the declining
trend in fmerican exports which dropped off abruptly after 1951-52.

It will be noted that in the second half of the 1520's - widely regarded by economists as the most
nearly normal pericd between the wars - United States shipped abroad anmually more than 8-1/2 million bales
and held almost 60F of the total cotton export trade in the world. In the sccond half of the 1930's, a
period in which price supports were in effect in this country, shipments still exceeded 5-1/2 million bales
and were aver 42% of the world total, Passing cver the war years and the depressed early postwar years to
the years of recovery, we see a four year revival from 1943-G through 1951-2, In this pericd (which
included 1950-51, the year of export restrictions) our exports averaged 5,171,000 bales which amounted to
more than 43% of the world total. In the last three seasons, howsver, notwithstanding substantial in-
creases in total export trade, United States exports have fallen away abrupbly.




TABLE If. Cobton Productiem: World Total, United States, and Other Couztries 1515-50/195L-5.
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Business, Industry, Labor show gain
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Farm Price Squeeze Increases
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