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Introdustion.

The most prominznt food grain of the Cou-
casian race is wheat. It is an important crop
in almost every country undef their domination,
and, pefhaps, has a wider havitat than any oth-
er prominent product of the soil. Undar diverse
climates, differing soils, and varied develop—
ment of agricultural methods, it is an impor-
tant resource in almost everj portion of the
globe. It forms a large item in the foreign
trade of every commercial nation, and either
in the form of grain or flour appears in the
trade of even the most obscure country.

The present discussion has for its pur-

pose,'first, an analysis of the market of this

prominent cereal; and, second, a glance into



its production and distribution, especially
ﬁith regard to the United States of America.
Furthermore, an investigation of the fluctua-
tions in the price of wheat has been incident-
ally made.

It is found that the economic changes
characteristic of this transition stage of our
industrial era have caused an evolution in the
wheat Industry which has kept pace with that
in any other industry. Invention, through its
cheapenine of man's necessaries cof life, has
lowered nominal waszes, and, by putting more
useful tools and more ecajpacious machinery into
his hands, has greatlv increased his ‘product-~
ive capacity. Science has shown man the needs
of plant-life, the eapanilities of the soil,
and the way to harmonize thess so as to reap

the greatest possivle reward Tor his labor.



our systems of steam transportation and rapid
communication have made the whole world practi-
cally one great market. These three have been
the chief causes in bringing about such a less-
éned cost of production that the price of wheat
now is 50 cents, while only cight decades ago
it was $2.50 and even $3.50 per bushel. with
the westward movement of population in the U=
nited States, the more extensive settlement of
the fertile plains of Argentine Republiec, and
the introduction of American machinery into
southern Russia, cheaper lands have been brot

into cultivation and the cost of production of

wheat has bzen surprisingly lessened in +the
last decade or two. There is among the produ-
cers of this cereal a sanguine expectation,
that wheat will again rise in price to $1.00

and more per bushel, while the consumers are



as constantly expecting to buy flour at prices
ranging from two and one-half and three dollars
a barrel down. The realization, generally,of
the two conditioné at the same time is a prob-
lem for the econcomic alchemist. The former
condition 1s hardly, if at all, likely to oceur,
the latter being manifestly the tendency for

some time to come.
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Before this era of rapid transportation
and communication, a market was a place to
which goods were.brought, at stated times, and
offered for sale. The territory tributary to
such a market-place was small, embracing, per-
haps; a few dozen square miles., The prices in
each such market were determined, of course,bv
the demand and supply of the particular commod-
ity in}each such district. That the price of
an article varie@Widely T'rom the price of the

same article in other markets at any sziven time,

and that the price varied widely in the same
market within a comparatively short time, for

instance a momth, a week, yYes cven a day, is

only to be expected when we consider the slow,



cumbersome means of transportation, the ipef—
fective communication, the undeveloped state of
markets. Risks in production were great, as it
was difficult, if at all possibie, to transport
the excessive supply of some districts to oth-
ers in which there was a scarcity. Only in dis-
tricts borderinz on water-courses was a bare
approach to such equalization of supply possi-
ble. But with the devzlopment of the means of
cormunicaticon and transportation the wants of

the differeﬁt norrmilities were moré generally
known and more casily satisfied. Through this
expansion and promotion of exchange resulted
greatar division of labor, which in turn react-
ed Tavorably upon the development of exchange
- all these factors, and numérous others, work-
ed simultaneously and more or less harmonious-

ly - until a market was no longer supplied by



a small section of territory, but has been so

expanded and so highly developed that with re-
gard to at least a very great share of’ market-
able goods, it is worla-wide.

The word nmarkest is stilil used in a re-
stricted sense to designate places inn c¢ities
where certain goods are sold at stated hours
or days, but the economiSt'understands by the
term "the whole of ény region in which buyers
and sellers are in such free intercourse with
one another that the prices of the same goods:

tend to equélity easiiy and quickly"; or in a
gesneral way, "any bodv of persons who are in
intimate business relations and carry on exten-
sive transactions in any commodity"“; or,in its
broadest sense, the general offer and demand

for goods of any given sort.

The trade in wheat presents quite a num-



per of classes of “general offer and demand"
depending each upon the occupations and capaci-
ties of the parties. Thus, we may, and gener-
ally do, have, in tracing our wheat to a for-
eign consumer, the following sets of buyers and
gellers:—~ (I) the producer (farmer) and country
grain-buyer; (2) the country gréinébuyer and
the extensive buver of larger western clties,
say, Minneapolis, Milwaukee, Chicago; (3) the
buyer of these western cities and the shipperé
of a large sea-yport, e. g., New York; (4) the
New York shipper énd the extensive importef of
a large foreign port, e. g., Liverpool; {(5)this
importer and a milleyr; (5) the miller and act-
nal consumer,- this list may be considerably
extended. Each of these sets comprises a dis-
tinct market with certain peculiarities affect-

ins the price paid. For the purpose of a gen-



eral consideration of the trade in wheat, we
will group the above Qets of buyers and sellers
into three clasqes of markets; viz., primary,
principal or gcentral,and final.

The primary markets ar2 those comprising
the farmer as seller, and, as buyer, the grain-
dealer, who is now, in this country, for the
most part, an individual or corporation, with
headquarters in some larse commercial ecity, op-
erating numerous country ware-houses and eleva-
tors throughout the whole wheat producing dis-
tricts, and the man who actually receives the
grain from the hands ol the farmer is simply
representative.

The principal, or central, markets are
those in which the great mass or surplus of
wheat is sold, and in which the buyers of the

primary markets, or those to whom they have



sold, say.exporters, act as sellers, and for-
eign )
Amporters or great miliing establishments act
as buyers. wWith regard to location, any of
the great centers of wheat distrivbution,as New
vork and Liverpool, furnish examples.

The final markets are those in which the
actual consumer is the buyer.

Passing through, perhaps, successive buy-
ars and sellers from the primary market to the
centers of distribution, where the surplus is
stored, enough wheat is left along the way to

meet local demands. But it is to these centers

of distribution that the larse nilling estab-
lishments and retailers turn to buy the sup-
plies for their several localities - localities
in which the production of wheat, if engaged in
at all, is insufficient for local consumption.

The surplus over and above the demands of

IO



extensive wheat producing localitiss and of the
route along which it is taken to the centers of
gistribution, constitutes the available supply
in the central market. This supply is increas-
ed or diminished, generally speaking, by the
greater or less production of the article be-
yond local demands. The demand in this market,
coming from locallties whose production of
wheat does not meet their local demand, depends
upon how nearly these loealities approach to
meeting their needs for this commodity by their
production.of it. Now, since the surplus
comes from all quarters of the globe to' the
centers of distribution, and these in turn sat-
isfy a field equally as extensive, the prices
offered for this survlus will, by a natural
law, control the geﬁeral pfices of wheat in all

the markets of the worid, the difference in the

I1
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price in different localities,due principally

to the cost and risk of transportation to the
principal markets.

So far the different classes of markets
have been considered mainly with a view to the

carrying of the wheat toward the localities

where it will satisfy the effective demand, on-
ly the primary market having been somewhat con-
sidered in the lizht of trade.

From the standpiont cf trading, there is
a great intermediary market, receiving products

from the producer and advancing them on to the

consunmer, known as “the exchange". An exchange
differs from the general markets above describ-
ed in that it is localized, the traders or deal-
ers of a cbmmercial center meeting at a certain
.place (building) where they transact business

among themselves. The localization makes an
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exchange as nearly perfect a market as possi-
ble. * A perfect market," says Marshall, "is
a district, small or large, in which there are
manv buyers and many seliers all so keenly on
the alert and so well acquainted with one an-
other's affalrs that the price of a commodity
is always pracfically the same for the whole of
the district". An exchange 1s, probably, the
only thine in the present state of development
of markets that, to all practical purposes,an-
swers this definition. It affords an oppor-
tunity to put the entire trading body in pos-
.session of all the latest inteliigence from all
other markets and from the entigéi%% production
and consumption - intelligence of what may in
the slightest degree affect supply or demand -

and it affords the freest scope for the prdmgt

action of all the forces of competition.
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rrained dealers, skiilied in estimating from all
available information the supply and its rela-
tion to the demand, are here brought into di-
rect and sharp competition. Some of these
dealers, eitheér agents for the producer or
specvlators who have bought with a view tq sell
at an advance, seaﬁ;o obtain the highest price
possible for the commodity and are known in the
language of the market as “"bulls"; while other
dealers, either agents for the producer or
syeculators who want to buy with a view to sell
at an advancc, seek to buy at as low a price as
possible and are known as “"bears". These op-

posing forces,- one endeavoring to advance the

price of wheat, the other to depress it as much
s possible; the oﬁe represented by the "bulls?h
allowing the price to “drop" a trifle if intel-

ligence of conditions indicative of an increased
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supply relative to the demand is recelved, or
.insisting»on a "rise" in case of report to the
céntrary, the other, represented by the "bears?
consenting very reluctantly to a little advance
upon receipt of information of the latter kind,
while otherwise persisting in forecing the price
down — keep the price promptly adjusted to ex-
isting conditions of demand and supply. This,
as can easily be seen, steadies the price by
preventing the wide fluétuations and the _dif-
ferences 1In price in the same neighborhocod at
the same time, and within comparatively short
'times, and thus resulting in smaller loss to
the less fortunate sellers and buyers, and a
more just and equal price to all,

Once, all traders speculated a little;
now a small class speculates much. At produce

exchanges, speculation has developed into what
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is called dealling in "options", or “"futures“.
This sort of speculation attracts the most
wide-spread and most earnest attention with re-
gard to wheat, and has called out much opposi-
tion in the way of discussion on platform and
vy the press, leadinz to the proposal of sever-
al legislative measures known as "“anti-option"
pills; viz., the Butterworth bill of the fifty-
first Congress, and the Hatch and Washburn
pills of the fifty-second and fifty-third Con-
gresses, The"deallng in futures" is the buying,
or contractineg to buy, say wheat, on any day
within the current or some designated future
month on which the seller (generally)may choose
to deliver the same; that is, 1t is at the sel-
ler's ﬁoption" to chose the particular day with-
in the month designated. Here the "bull" spec-

ulates for a "rise", and the "bear® for a “fallw,
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or, defining the terms and giving the functiouns
of the parties, a "bull" is a speculator . who
wui fix a price at which he will take a given
quaritity of wheat in a certain month in the fu-
fure, vhile a “bear" is a speculator who will
fix a price at which he will furnish a given
quantity of wheat, to the would-be purchaser,
vvin a certain future month. The commodities
sold are only representative goods as are ele-
vator and ware-unouse recelipts, representing,
not a particular lot deposited, but merely or-
ders for a certain quantity of a certain grade
of the wheat as named in the contract. The
forms of contracts are stereotyped with full
provisions except as to quantity, price, and
time of delivery, and elaborate provision is
made for ths quickest possible cancellation «~f

debts and settlement of contracts.
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The speculator may not be able to distin-
guiSh vetween the grades or qualities of the
goods he buys and sells if they ‘were placed be-
fore him, nor may he have much or any idea re-
garding the care, storage, and transportation
of the goods; such knowledge belongs essential-
ly to the trader. The speculator fulfiilis his
functions if he studies all knowable circumstan-
ces that may cause a rise or fall in price, and
after due consideration enters the market to
buy 1f he expects a rise, and to sell if he ex-
pects a fall.

In order to establish a future price, an
estimate of the future demand and future supply
is made, and thus is created a present specula-
tive demand and supply, the relation of which
to sach other determines the price of “futures™

i. e., the price at which wheat can be bought
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and sold for future delivery. “ The price of
rputures' is an anticipation of the actual fut-
ore pricem. It is the market estimate of what
the commodity can be bousght and sold for at any
gy lven time in the future, and as the present
nas indications of what the demand and supply
of wheat will be at any given future time, the
price of "futuresg hecomes, for the present,
practically the real price of wheat 1o be de-
1&vered at a certain future time.

The sstimate of future demand and supply
is influenced by many and various circumstances.
Evary plece of news, at ali authenticated, af-
fecting -the future supply or demand, has its
bearing on the price of "futures" and the trans-
actions of the market. Any event that would
brine about a rise in price,- as an anticipated

partial failure of crops in India, rumor of war
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in any wheat-raising or wheat-using country,
darought in the Dakotas, chinch-bugs in Minne-
sota and Wisconsin, grass-hoppers in Kansas,
frost in North Dakota, an increased exportation
of whezat, scarcity of cars,- incrcases the spec-
ulative demand; whilg anything that tends +to-
wards a {fall in price,- as, favorable exporta-
tion stipulation between foreign countries thus
reducing the U.S. export of wheat, cheapeﬂed
transportation rates, favorable outlook for In-
dia's crop, plenty of rain in the Dakotas, a
surprisingly good yield in Minnesota, cheapened
transportation rates, and the like —bring a-

bout a decreased speculative demand. An in-
eraase in the expected future supply causes an
increase in the speculative suvply, while a de-
crease In the expected future supply causes an

increase in the speculative demand, the price
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of "futures" adjusting itself promptly upon the
arrival of news producing a change in thelr re-
lations.

Thoss who think there willi be a rise 1in
the price of wheat,enter the market to.buy,
while the "bearsiwho think there will be a fall
in price, sell short to the "bulls"; and hope
to "buy in" again at lower prices in order to
fulfill their contracts. This short-selling
has the tendency to increase the speculative
supply -and so to lower the price. It is this
short-selling that the proposed "anti-option®
legislation was intendsd to suppress, as well
as, according to the report on the Hatch biil
in April,'92, by the House Committee on Agri-
culture, "to relieve the producer of the de-
structive competition to which he is now sub-

jected by the offering , upon the exchanges, of
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j1limitable quantities of fiat or fictitiuos
products by thess who do not own and have not
acquired the right to offer and sell", and also

' demand '
wto restore to the law of supply anthhat Tree
action which has been destroyed by 'short-sell-
ing'".

The assumption all aliong is, that, since
the agzregate of recorded sales amounts to man-
y times the entire crop of wheat, the great
majority of these sales are of *fictitious", or
C"wind", wheat, which enters into competition
with the real article, increases the supply of-
fered, and consequently reduces the prices.
Now, 1if, according to prominent anti-optionists,
from ten to twenty times as much "Pietitious"
wheat has been sold as actual wheat during the

year, how is it that the price of wh=zat is not

correspondingly reduced (down to a few cents



23

per bushel), but instead is the same as the av-

erage would be if there were no"exchanges"? Be-

canse the short-seller, when he comes to cover

his contracts,i.e., when he mus? deliver the

actual wheat according to the terms of the con-~
tracts, is obliged to buy actual wheat at the
actual market price - supposing here that he
had been selling "wind". Nothing will bring
prices down like a 1afge supply relative to the
démand, but nothing will forqe prices down, in
exchanges, like a "stampede of bulls in a rush
to liquidate"; and, on the other hand, there is
nothing that "will send prices up like a rush
of frightened bears to cover their short-con-
tracts", In speculating on the future price ,
not "wind", but meteorological, political, eeco-
nomic, and other influences determine the rela-

tion between the speculative surprly and demand.
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As to the large excess of recorded sales
over the actual supply, the explanation is as
follows:f

Supposing there are 1,000,000 bushels of
actual wheat owned in a given commercial center.
The owners enter the market, buy and sell among
themselves, "transferable orders" representing
actual wheat they own, very similar to ware-
house receipts, afe passed between them until

the time of delivery when the last seller deliv-
ers the actual wheat to the last buyer. By this
time, the quaﬁtity has passed between, say,twen-
ty or thirty different pérsons, each sale thus
recorded, except the last, being noted by the
anti-cptionist as so much "wind" sold, yet so
-mueh addition to the actual supply in the mar-
ket. If each lot of grain is sold and resold

the same number of times, for the one million

bashels s0ld there will'be twenty or thirty mil-

lions recorded, and so, if during the year the
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aetual supply in all commercial centers of the
Inited States is 200,000,000 bushels, the sales
recorded may aggregate two or three billions of
bushels, which would be about five to six fimes
the entire wheat c¢rop of the United States.

The‘extension‘of markets involves an in-
erease of risks to the ﬁroducer unless these
can be met with a more or less sufficient safe-
guard. Whatever may be the popular prejudices,
and arguments in legislative committee rooms,
against specu1;tion, the fact remains that it is
the only real safe-guard against loss to the
producer, in the market - the central feature in
the economic organization of modern sodiety. Be-
sides providing the machinery for carrying over
surplus crops frém prolific years to poor ones,
speculation provides (1) 2 continous open mar-

ket; (2) a measure as to the value of the c¢om~



>
modity from day to day; (3) a more steady daily
price; (4) a fairly reliable future price; (5)
a minimization of risks and losses by preventing
unduly wide fluetuations; and (6 ), on the whole,
a more intelligent and developed market result-

ing in a better utilization of economic forces.

—~=0~=

RA
V\B»"——)?mﬁ’f

APR 11 1396

J‘o '—a:gc::a"

Dak, pge) o5



27 .

Having discussed briefly the market and
its operations, a consideration of the causes of
these operations and of the movement of the sur-
rlus of wheat with its influence on the price of
2ll wheat so0ld, may now follow. In this inves-
tigation, the figures given by the statistician
of the U. 3. Department of Agriculture will be
taken as a basis.

"The wheat'market of the world,' which is
open for the surplus progduction of prodqucing
countries is e¢ireumseribed and very small when
the generéi use of wheat as a bread grain is
considered. Practically it is all in Europe,
and even there limited to the necessitiss of a

few countries." fGreat Britain, with its small
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area yet with a population of nearly forty mil-
lions engaged chiefly in manufacture and com-
merce, populous little Belgium, and Germany,
practically furﬂish the market for which the
wrheat-growers of the world are striving in com-
petition. ZFExcluding these three countries, Fu-
rope is practically self-supporting, the excess
in the eastern countries being sufficient to
mest the deficiencies in the western lands. To
supply the comparatively small amount required
t0 meet the FUropean deficiency, the fields of
the United States, Argentine Republic, India,
and Australasia are prineipally relied upon, and
the sharp competition between the agriculturists
of the rivals for the possession of this*worla's
market® results in furnishing a cheap food sup-
ply for the artisans of the manufacturing na-

tions, and, necessarily, in low margins to the



producer.

The classification of the principal coun-
tries into importing and exporting countries may
be made as follows, excluding those in which
supplies and requirements are c¢losely balanced
or nearly so (the figures being ithe average of

the period 1831 to 1390 and in millions!:+

Table I.

Importing. . Exporting.
mited Kingdom, 107.5 United States, 83.3
Prance, 37.4 Russia, 83.2
Italy, 19.9 India, 31.0
Belegivum, . 1.2 Roumania, 1.2
Germany, 18.8 Australasia, 3.2
Switzerland, 10.9 Augtro-Hungary, 5.8
Greece, 9.0 Bulgaria, 5.7
Netherlands, 3.8 Chili, 3.9
Spain, 6.1 Argentina, 3.7

Total, 237.4 Total, 244.0

This table shows that the 'nmited Kingdom
absorbed, between 1380-90, over 40 per cent of

the commercial supply of wheat, and that this

country with France, Italy, Belgium, and Germany
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furnished a markey for 80 per cent, the average
of exports for all countries during that period
being 250,000,000 bushels. Sinde then the aver-
age annugl importation’of wheat into the United
Kingdom over its productioh for that period has
grown from 30,000,000bushels to 127,000,000 (the
average for 1892-4), more than gquadrupled, being
now about 60 per cent of the "world's surplus"”
wheat.

To show thé changes sinée 1890 in the
three countries absorbing surplus outside of Eu-
' rope, from data as far as available, the follow-

ing table is eonstructed: -

Table II.
(FPigures in millions.)
United Kingd. Germany. Belgium.
Year. Prod. Imp. Prod. Imp. Prod. Imp.
1880-~-90Av.77.7 107.0 82.9 18.8 17.9 19.2
1391 77.0 ..., 85.8 ..... 15.8 ....
1392 63.0 187.5° 118.2 47.8 20.7 in
1893 52.5 183.4 110.0 25.8 17.5 creas

1894 62.1 188.3 114.0 42.3 18.5 1ing.
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It will be seen that the product{on §f the
nited Kingdom is gradually diminishing, while
its imports are increasing; that the importation
intovéermany increases mach faster than its pro-
duction; and that the importation into Belgium
is increasing while its production continues at
almost the same figure.

These being then the countries that prom-
ise to be the future market for the "world's sur
plus”, let us see from what sources and in what
proportions ihey derive their supplies.

TablekIII.

(Omitting the less important European
countries. Bushels of wheat given in thousands)

Germany.
Countries. 1892. 1893. 18%84.
United States, 23,128 11,545 11,872
Russia, 9,443 793 10,208
Argent ina, 2,428 - 5,558 12,6 99
Roumania, 3,39 5,270 . 5,248
Other countries, 9,205 2,698 2,189

Total, 47,573 25,800 42,308
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Table III. (econt.)

United Kingdom.

Countries. 1892, 1883. 1894,
nited States, 121,857 114,211 93,8®
Russia, ' 8,144 18,782 31,314
Argentina, €,470 14,645 24,775
India, 23,325 11,566 9,984
Australasia, 3,75 4,833 7,238
British No.Am., 11,313 9,137 8,386
Other countries, 12,773 10,246 12,338

Total, 187,487 183, 420 188,321

(The figures given for the United Kingdom
inelude flour, originally given in long hundred-
weight, reduced to bushels of wheat. Under "Ger-
many" only the wheat in the grain is given, as
the only available statistics on the importation
of flour into this empire are on "flour and meal
of all cereals", in the importation of which
product Germany depends almost wholly on Austro-
Hungary. )

Regarding Belgium there are no statisties
on the importation from different countriés du-
ring 1892-4 available, but it is reported that
its importations are increasing and come prinei-
rally from the United States, Russia, and Argen-

tine Republic.
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From table III we find that the United
States is the most extensive exporter of wheat
and wheat flour and the largest seller of these
articles in the "world's market". In 1892, Ger-
many drew from it as much of the commodity as
from all other countries combined; in 1893, al-
most the same proportion; and in 1894, nearly 39
of the quantity
per cent,it drew from all other outside sources.
It must here be noted that the importation of
rye greatly affected the wheat importation éf
1894, as it.(the former) amounted t0 more than
40,000,000 bushels, over 54 of which eame from
Russia.,

The United Kingdom imported from the Unit-
sdStates in 1892 nearly twice as much as from
all other countries; in 1893, nearly one and 2/3

times the amount it received from other landsj

and in 1894, a little more than the amount 1t
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derived from elsewhere. Yet we notice a sfeady
decline during the last few years. The same is‘
true of the importation of Indian wheatv inio
Great Britain.

The reason for this is found in the in-
ereased importations from Russia, Argentina, and
Australasia; those from the first-named éountry'
having doubled each year for the last three
years; regarding those from Argentina, the same
istrue; while those from Australasia have great-
ly increased. Furopean and all other foreign
markets for wheat indicate that the competition
for that cereal is constantly increasing and in-
tensifying,- due, prinecipally, to lessened cost
of production, and nearness to the sea-board in
in these three countries.

wheat

The Argentine Republie, with a,crop of 80,

000,000 bushels (1894) and a population of five
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millions, is capable of placing 35,000,000 bush-
els a year on the Furopean market. Its wheat
fields average less than 100 miles from deep-
water harbors. To reaech shipping ports, no ap-
preciable inland freight is thus paid on its
wheat. Russia, likewise, has the advantage of a
short haul and a speedy transportation. Further-
more, the capabilities of this country as a
wheat—producer are beyond computation., American
farm implements -and machinery are sold te an e-
normous extent, and permanently established a-
gencies of the great reaping and other manufaet-
uring concerns of the nited States arz solidly
located at Odessa and other important entrepots
to the wheat-growing regions. The same may be
gsaid of Australasia, with ths addition that the

farmers, generally, of Viectorialand reported,and

this during an off year, that they could make a
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wheat
margin of profit at raising,if they received 1s.
6d. (3cents) a bushel.

The United States has its wheat fields far
from the sea-coast, their location and the shift-
ing to cheaper lands being best shown in the fol-
lowing table giving ten year periods:-

Table IV.

(The figures express in millions the num~
ber of bushels of wheat produced by each divi-
sion in the year given.)

Divisions. Years.

East of Miss.R. 1859, 1839, 1879. 1889. 1894,
No. Atlantie, 24.6 25.2 34.2 32,0 27.2

So. " " 28.7 22.3 28.5 27.4 > .4
So. Central, 17.1 14.4 24.3 24.5 28.0
No. " " 79.8 127.6 204.8 148 .7 155.0

West of Miss.R.

No. Central, 15.2 87.3 124.7 174.8 15.5
Western, 7.7 20.6 42.9 '63.1 58.2
Total, 22,9 83.2 187.7 237.7 223.7

Total.for U.S5.,173.1 287.7 459.5 468.4 40.3
In general, it may be said, that the second

total comprises the product of the new wheat



37
lands of the West and Northwest, while the first
consists mainly of the produce of the older.prd—
tions of the country. Computation shows that in
1839 thevproduct of these newer lands amounted
to only 13.2 per cent of the grand total for the
Tnited States. In 1869, it amounted to 30.7 per
cent; in 1879, to 36.5 per cent; in 1889,to 50.7
per cent; and in 1894, to 43.6 per cent. That
is, up to 1889 there was a continuous and rapid
progress in the exténsion of wheat growing over
new territory, in which wheat is produced on
cheap land adapted to the largest use of labor-
saving machinery.

Now, this section furnished, in the later
years at least, nearly all of our country's sur-
plug, and our wheat field has been steadily mov-
ing westdward and so farther away from the coast

(Atlantie) nearest to the scene of its consump-
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tion, that the aggregate of freight chargeé has
incfeased, not only in amount, but in proportion
to thé price of the grain, particeularly. In this
country the freight rates offered by railroad
companies on grain are very low, but, according
to U, S. Statistieian's reports, on this day the
freight on wheat per bushel taken by rail from
Topeka, Kan., or from eastern So. Dak. to Chiea-
g0 is 18 cents, and from there to New York, 13
cents, a total of 29 eents. By utilizing the
lake and canal routes from Chicago or Duluth to
New York these rates are reduced about g cents,
leaving them stil}l at 20 cents per bushel. These
rateé éﬁe about the average.

If our‘competitors, Argentins, Russia, and
Australasia, ¢can lay wheat down at the sea-board
for 368 or 38 cents a bushel and make a living

profit on it, while it costs us on an average 24
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cents freight to take it to the sea—board,’( of
course, it will be remembered that it costs a
few cents more per bushel for wheat from Argen-
tina and Australasia to reach its destination,
and from Ruséia a little less, than from the U-
nited States wherefrom it is from 2te 6 cents )
how can we expect to eompete with theﬁ? It
wonld leave the Dakota and the Nebraska farmers
12 to 14 cents, while the lowest reliable esti-
‘mate of the cost of produetion of wheat is 28
cents. Such a result is, of course, not expeet-
ed or immediately threatened, as the surplus of
the countries in question is not large enough as
~yet to alone meet the deficiency. Yet the tend-
ency remains without a doubt, and it will be re-
sisted somewhat by the building of inland water-
ways and cheapened produetion.

Recurring for a moment to the operations
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of the market desceribed in the first subdivision
of this discussion, we have for the wheat-market
{of the world) Great Britain, practieally,as our
dominant central, or principal,market, loecalized
at Iiiverpool, as is the common conception. The
speculations and operations referred to, go on
hére and prices are determined as already ex-
plained. These prices dominate those of all
other markets as they are fixed at the place of
consumption of the greatest mass of the surplus,
where the real needs and actual holdings of that
rlace are better, at least more readily, known
than at other places,and reports regarding vari-
ations in supply about as quickly received; Oth-
er central markets are practiecally the same, ex-
cept that allowance for carriage must be made,
but have the one disadvantage just mentioned

- while they have an advantage of less importance;
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i. e., regarding their own holdings and outlook
idwheir vieinity. All primary and final markets
must ceonform to the central oﬁes, besides,allow-
ing, of course, for transportation and what pe-
culiarities may be econnected with partieular
-ones,

As to the fall in price of wheat, which has
been touched updn somewhat in the way of cheap-
ened produetion, the table of Mr. Sauerbeck,lon-
don's eminent statician, may be cited. The fall
in priee of this cereal .is bften cited as if it
‘indicated the course of prices in general, but a
comparision of the price of this cereal with the
prices of a large number of important commodi-
fies tends to show that the fall of the former
is exceptionally large, far exceeding the aver-
age decline in prices. Mr. Sauerbeek takes as a

standard of comparison the average prices of 45
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commodities for the eleven years from 1367 to
1877, ineclusive, and constructs a table of rela-
tive prices. He finds that the average price of
all these commodities for 1894 is.about €3 per
cent of the average for 1887-77, and that the
average price for 1894 of wheat is 41%, flour
48%, rice 58%, potatoes 60%, maize 61%, barley
83%, and of oats 66% of the general average of
1887-77. This shows the decline in the price éf
wheat to be 59 per cent as compared with a gen-
, efal decline of only 37 per cent. The fall in
wheat is thus seen to be nearly one and 3/5
times as great as the general fall in prieces,
as indicated by Mr. Sauerbeck's list of commodi-
ties.

The average annual price of wheat in Eng-
land was for 1890, 94.1 cents; for 1891, §$1.091;

for 1892, 89.2 cents; for 1893, 77.6 eents; and
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for 1894, 67.8 cents. Deducting freight, ébout
‘forty to forty-five cents are left for a bushel
of Kansas or Dakota wheat in 1884, but with the
cost of production estimated at from 25 to 30
cents is helped to explain the fact that in spite
of the low prices of wheat it 1is still supplied
in sufficient quantities to meet the require-
ments. Fxpansion in regions where it can be
produced cheaply, like our own states of the
West and North-west, as shown by table IV above
and the subjoined comment, or the Argentine Re-
publie, tends to produce some surplus and de-
press prices, but this depression tends in its
turn t0 cause diminished production in regions
where land is more valuable, and costs of culti-
vation higher; and thus it happens that without
any considerable overproduction the price con-

tinues to fall as long as improved processes,
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cheaper transportation, and aceess to cheap’ land
progressively lower the cost of producing the

grain.

-~ 000 --
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