Sociedad Espaiiola de Historia Agraria - Documentos de Trabajo

DT-SEHA n. 1504
Octubre de 2015
www.seha.info

THE DYNAMICS OF INTERNATIONAL TRADE IN CEREALS,
1900-1938*

Gema Aparicio * and Vicente Pinilla**

* Independent Scholar (Fort Wayne, Indiana, U.S.A.)
Contacto: aparicio4@gmail.com

** Universidad de Zaragoza and Instituto Agroalimentario de Aragén
Contacto: vpinilla@unizar.es

© Octubre de 2015, Gema Aparicio y Vicente Pinilla
ISSN: 2386-7825

This study has received financial support from the Government of Spain, through its Ministry of
Economy and Competitiveness, project ECO 2012-33286. It has also received backing from the
European Social Fund and the Government of Aragon, through the Research Group ‘Agrifood
Economic History’ (19th and 20th Centuries).We are grateful for the comments received on its
presentation to the 10th European Social Science History Conference. The usual disclaimers apply.



Resumen

El objetivo de este trabajo es analizar la dinAmica del comercio internacional de
cereales en el primer tercio del siglo XX. Para ello se estudiara su evolucion a lo
largo de ese periodo, comparandola también con la del comercio del conjunto de
productos agrarios y alimentos. Ademas, se examinara la composicion por
productos de este comercio. Para el trigo, maiz y arroz se estudiara el
funcionamiento de sus mercados, con especial atencion a los flujos de importaciéon
y exportacion entre consumidores y productores. Para comprender mejor el
funcionamiento del mercado de estos productos, se examinara la evolucién de su

oferta, demanda y precios.

Palabras clave: Comercio internacional agroalimentario, Comercio de cereales,

Gran Depresion.

Abstract:

The aim of this paper is to analyse the dynamics of international trade in cereals in
the first third of the twentieth century. To this end we will study its evolution over
this period, comparing it also with the general trade of food and agricultural
products. In addition, we will examine the structure of this trade. For wheat, maize
and rice we will examine the operation of their respective markets, with special
attention to the import and export flows between consumers and producers. To
better understand the functioning of the market for these products, we will examine

the changes in supply, demand and prices.
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1. Introduction

International trade expanded in the long XIX cewnt(that is, up to and including
the First World War). The reasons for this growtle alear, although there exists an
interesting debate on the importance of each ahthecomes rose, the cost of maritime
and overland transport fell and a general trencatdes free trade took place (Findlay and
O’Rourke, 2007; Jacks, 2006). Moreover, a highbbk international monetary system,
based on the gold standard and which graduallyded more and more countries, also
favoured the integration of the international goodzrkets (Estevadeordal et al., 2003).
The upsurge in trade, together with mass transaceamgrations of workers and
movements of capitals, were the essential compenehtthe first globalizing wave
(O’Rourke and Williamson, 1999).

Agricultural and food products were a key componeftthe increase in
international trade, approximately half of whicmsested of food products and agricultural
commodities (Lewis, 1981). Moreover, inter-industrirade (i.e. between manufactures
and primary goods) is fundamental to the explanabbinternational exchanges of goods.
The increasing integration of markets also hadgaifstant impact on agriculture (Pinilla
and Ayuda, 2010). Thus, the agricultural depressitatespread at the end of the XIX
century was a direct outcome of intensifying contjpet, in European markets, between
continental farmers and those from other countmezinly the Americas and the eastern
fringes of Europe, where huge tracts of new landewseing brought into cultivation
(Tracy, 1964; O’'Rourke, 1997).

The agricultural trade trend between 1900 and J®&B®nged the growth witnessed
in the nineteenth century, which then fell sharglying the First World War, to then
recover and expand rapidly until the crash of 1928en it initially dipped and then
stagnated. Overall, between 1903 and 1938, agniralltrade grew at an annual growth rate
of 1.4%, considerably less than the rate of 3.7%ieaed in the second half of the XIX
century. The sharp slowdown in the growth of trawlehis period is the result of an
external political shock (World War I) and of theoeomic shock resulting from the crisis
that began in 1929, which deeply affected inteomati trade. Until 1913 the volume of
international trade in agricultural raw materiateldood grew at an annual rate of 3.3%,



very similar to that of the preceding decades. myrthe war years trade volume
experienced a negative annual growth rate of 10.Bgade plunged during these years,
since Europe (the principal importer of agricultyseoducts in this period) was the region
most affected by the war. The period between trek @nthe First World War and the
beginning of the Depression was marked by a raggdwvery in the volume of international
trade. By 1925 agricultural trade had recoveretid®d3 levels, and between 1921 and 1929
the world volume of agrifood exports grew at anwalrate of 7%. Economic crisis, and
the spread of protectionism worldwide, caused nagonal trade to fall. From 1929 to
1934 the volume of international trade in agrictdtuproducts diminished by 13% in
absolute terms, although a slight recovery in #iget years of the decade resulted in an

annual negative growth rate of 1.2% for the 1930a wholé.

Given this background, the aim of this paper isatalyse the dynamics of
international trade in cereals in the first thifdtlee twentieth century. To this end we will
study its evolution over this period, comparin@lgo with the general trade of food and
agricultural products. In addition, we will examitiee structure of this trade. For wheat,
maize and rice we will examine the operation ofirtliespective markets, with special
attention to the import and export flows betweemstoners and producers. To better
understand the functioning of the market for theselucts, we will examine the changes in

supply, demand and prices.

The study first analyses international cereal tradea whole, to then examine its
principal products, especially wheat, to which valsdedicate a large part of this study,

maize and rice.

2. International tradein cereals
2.1. The evolution of world trade in cereals

In the first third of the XX century cereals reprpted a very important, although
declining, part of the international trade in agliaral products, oscillating between 20.6%
in 1909-13 and 14.7% in 1934-38 (Table 1).

2All the data and calculations of this introductifam agricultural international trade are from Amawi et al.
(2009).



Table 1: International imports of agricultural and food products and cereals (at 1925
prices, in thousands of U.S. dollars)

1909-13 1924-28 1928-32 1934-38
1. Cereals 2,565,501 2,761,31. 2,880,691 2,384,736
2. Agricultural ani12,434,144 16,231,905 17,263,358 16,194,206
food products

% 1/2 20.6 17.C 16.7 14.7
Source: Authors’ elaboration, based on Internatitrstitute of Agriculture (1909-1938).

This importance reflects their role as a princigaurce of energy in human
foodstuffs in those years. By 1928, cereals pravioeer 50 per cent of the calories in the
diet of the majority of countries, except in theitdd States where they accounted for
approximately 30 per cent. The cereals trade displa clear rising tendency until 1914,
falling significantly during the war years (Figut® The prewar level was not reached until
1927. The principal difference between the evolutd their trade and that of agricultural
products as a whole is that in the case of cerdas,was the maximum achieved in the
entire period, while for all agricultural produdise volume of exchanges continued to
increase until 1929. From that moment on, the velwhtotal agricultural trade decreased
without again reaching this level of exchangeshalgh it approached that level from
1933-34 onwards. By contrast, the cereals tradevestiacno sign of recovery following its
decrease after the crash of 1929.

The fall in international exchanges of goods duthéocrisis of 1929 was principally
due to the depth of the depression, the dismemberaighe traditional channels of trade,
the expansion of protectionism and the increasleanmportance of bilateral agreements as
a way of settling trade movements (Findlay and @iRe, 2007). The shortage of payment
methods also had repercussions on the decreaseeinational exchanges and explains in
part the proliferation of bilateral agreements ficgreen, 1996). Neither must it be
forgotten that in the selection of trade partnpditical harmony began to be important, as
a consequence of the increasing tensions amongé&amocountries and the formation of
trade blocs. In the case of cereals, moreovereatgr consumption of national cereals and
an increased usage of natural pastures to feestdiele in place of imported cereals, were

also important.



Figure 1: International imports of cereals and agricultural and food products (at 1925

prices, in thousands of US dollars) (logarithmic scale)
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Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

To explain the loss of importance of cereals withital agricultural trade, the
increasing number and volume of agricultural prdsluparticipating in international
exchanges must be borne in mind. Furthermore, @itgmportance was the depressive
effect exercised by the protectionist policies iempénted in the principal countries
importing cereals, following the First World Wandin particular from 1932 on. Another
factor to be remembered was the slow growth indés@and for these products, because
demographic growth in Europe slowed from the 198@s In addition, there can be
observed a tendency towards a greater varietyerdigt of the industrialized countries as
per capita income rose, that is to say, as reveosethe demand for cereals fell and that

for fruit and meat increased. The demand for cereatl a negative income elastitity

® Numerous studies undertaken in the 1940s and 1§5sed that in the developed countries their deman
elasticity with regard to income was systematicathgative. For a summary of these studies, seenvtalem
(1953), pp. 68-76.



Within cereals as a whole, wheat was without a tdld most important, followed
by rice, maize and barley (table 2). The relativeght of wheat only fell in the 1930s,
while the relative importance of rice and maize@ased continuously, although these last
two cereals were far distanced from wheat with meda their importance. Also of note
was the sharp fall in the importance of barleydwihg the war, due to the sharp fall in
Russian exports, which accounted for over 67% aldwide exports in 1909-13. The fall
in the exchanges of rye was the consequence irwdakening of its demand, as the
consumption of rye bread was replaced by wheatdbireghe majority of countries which
were important consumers of the latter cereal. \Watfard to oats, these lost importance as
a consequence of the mechanisation of agricultwith the replacement of horses by

tractors in agricultural labour (Grigg, 1992; Fedey 2005).

Table 2: Relative weight of trade of cereals (per centages)

1909-13 1924-28 1928-32  1934-38

Wheat 52.2 56.7 55.9 48.6
Rye 4.9 3.6 2.7 2.3
Barley 10.5 5.5 5.8 5.2
Oats 5.2 2.5 2.1 1.8
Maize 11.8 13.0 14.4 18.5
Rice 15.4 18.7 19.0 24.1
Cereals 100.0 100.0 100.0 100.0

Wheat flour and rye are included in their respecproducts
Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).

If we examine the evolution in absolute terms afler in the distinct cereals, it was
rice which most increased, tripling its exchangesifthe beginning of the century until the
end of the 1930s (Table 3). At the opposite extrevaes oats. In general, the volume of
exchanges of all cereals increased until the Fifetld War. During the war, there took
place a fall in the exchanges of all cereals, onehhnmore pronounced in the case of barley
and oats than in the others. Possibly, this shaltprf the volume of international trade in
rye and oats was due to the geographical locatizadf exchanges. In both cases, three
significant importers, Germany, Austria and Belgjueased purchasing (at least through
official channels) possibly as a result of the @dli blockade (Offer, 1989). Another
important importer of rye and oats, the Netherlandduced its imports of rye from an

average of 5.7 million quintals in the period 19M+0 an average of 245,000 quintals



between 1915 and 1919, and of rye from an aver&@endllion quintal in 1909-13 to an
average of 846,000 quintals in 1915-19, due tdiftgulties in achieving supplies because
of the Allied blockade of the continent. The lowést in trade volume as a result of the
war was the case of rice (a mere 12 per cent),ewthi cereal whose international trade
was most affected was barley, with a fall of 80eB gent. Cereals as a whole experienced a
fall of 35 per cent as a result of the war. Follogvithe conflict, wheat, rye, barley and oats
reached their maximum level of exchanges in théodet925-29. International trade in
wheat fell in the following years. By contrast,dmational exchanges of rye, barley and
oats continued to fall until the end of the peribthize reached its maximum volume of
trade in 1930-34, exchanges falling in the late0E93nly rice experienced continuous
growth in its trade volume throughout the firstrthof the XX century.

Table 3: Evolution of trade of cereals (index numbers, 100 = 1903-1907)

Wheat  Rye @ Barley Oats Maize Rice Total

Cereals

1903-04 9€ 109 98 84 93 99 96

1905-09 102 92 104 107 95 11€ 102
1910-14 121 126 125 134 109 217 130
1915-19 9C 29 25 80 55 191 84
1920-24 125 8¢ 47 60 103 177 114
1925-29 144 9C 79 68 133 269 141
1930-34 129 75 77 54 147 278 134
1935-38 105 54 61 37 165 306 122

Wheat flour and rye flour are included in theirpestive products
Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

The degree of trading in the distinct cereals ditineach in any case 20 per cent of
production (Table 4). This indicates that the mgjoof production was consumed in the
country in which it was produced. However, in sornentries strongly oriented to foreign
markets, such as Canada, Argentina and Austrdle,percentage of wheat production
traded exceeded on average 50 per cent of theituption. Wheat was the most traded
cereal, although this diminished in the late 1930g to the difficulties of importing it.
With regard to barley, there took place an impdrtaf following the war, as Russian

exports practically disappeared. Only maize inadaiés trading throughout the period.



One of the causes of this increase was the tendensybstitute other cereals destined to
livestock feed by maize and the need to import ahifeed when certain European
countries protected livestock production. With melgéo rice, the absence of data from
China, the principal producer and consumer couotnyce in the world, overestimates its

trade.

Table 4: Percentage of internationally traded grain production

1909-13 1924-28 1928-32  1934-38

Wheat 18.€ 19.3 18.4 b)12.9
Rye 54 4.1 3.2 c) 3.1
Barley 15.¢ 9.2 9.0 c)15
Oats 4.8 2.5 2.2 d) 1.6
Maize 7.2 7.5 8.5 d) 9.7
Rice a) 9.7 8.7 e) 8.8 e) 9.1

Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).
a) Average production 1909-12.b) Without data fue Soviet Union in 1938.c) Without data for the ®oWnion in
1936-37 and 1938.d) Without data for the Sovietddrin 1936, 1937 and 1938.e) Without data for China

2.2. The geography of international trade in cereal

Europe was the geographical apea excellencen the import of cereals. Prior to
the war, European imports accounted for over 80cpat of the total. This percentage fell
over time, and by 1934-38 was only 63 per cent i@al. Among the factors responsible
for this loss of relative importance were the pettnist policies which became
generalized following the First World War and, tdeaser degree, the slowing down of
population growth, the diversification of Europediets as per capita incomes increased
and the increasing importance of other geographacabs as significant importers of
cereals. Here should be underlined the increasmpgoitance of Asian countries as
consumers of cereals, due to the increasingly itapbtrade in rice in Asia, although they
also increased their consumption of other typeseoéals, due to population and income
growth.



Table 5: Regional composition of imports of cereals (world imports at 1925 prices in

thousands of US dollars)

1909-13 1924-28 1928-32 1934-38

Europe 2,121,108 1,979,371 1,990,82% 1,502,985
North & C. America 68,580 121,988 114,732 180,522
South America 57,884 94,857 95,994 90,024
Asia 253,561 477,59( 585,412 528,045
Africa 80,185 73,804 84,104 71,723
Oceania 5,299 13,703 9,618 11,433
Total 2,565,501 2,761,312 2,880,691 2,384,736
% 1909-1913| 1924-1928 | 1928-1932 1934-1938

Europe 82.7 71.7 69.1 63.0
North & C. America 2.7 4.4 4.0 7.9
South America 213 3.4 3.3 3.8
Asia 9.9 17.3 20.3 22.1
Africa 3.1 2.7 2.9 3.0
Oceania 0.p 0.5 0.3 0.5
Total 100.d 100.0 100.0¢ 100.0

Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

With regard to exports, their origin was much mareersified (table 6). Prior to the
First World War, Europe was not only the princifalporting region, but also supplied
nearly 50 per cent of exports. However, followihg twar, this situation changed. Europe
was overtaken by the countries of the American/sidn continents (especially due to the
withdrawal of the Soviet Union from among the expw countries leading the
international grain trade). The South American siaA countries gradually consolidated
themselves as the most important exporters, thamkscertain specialisation in the most

dynamic cereals: maize and rice.



Table 6: Regional composition of exports of cereals (world exports at 1925 prices in
thousands of US dollars)

1909-13 1924-28 1928-32 1934-38

Europe 1,160,701 354,611 454,548 345,008
North & C. America 379,967 946,73% 746,004 444.61%
South America 307,638 507,96( 577,42% 513,653
Asia 360,321 393,308 416,088 480,936
Africa 33,112 56,909 79,703 74,069
Oceania 84,449 152,27% 186,193 171,863
Total 2,326,18f 2,411,797 2,459,960 2,030,14%
% 1909-1913 | 1924-1928 | 1928-1932 | 1934-1938

Europe 49.9 14.7 18.5 17.0
North & C. America 16.3 39.3 30.3 21.9
South America 13)2 21.1 23.5 25.3
Asia 15.5 16.3 16.9 23.7
Africa 1.4 2.4 3.2 3.6
Oceania 3.6 6.3 7.6 8.5
Total 100.0 100.4 100.4 100.4

Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

3. World tradein wheat
3.1. The evolution of world trade in wheat

From the onset of the first wave of globalisatiseat was one of the key products
in international trade. It has been common to digraabolition of the Corn Laws in Great
Britain in 1846 as one of the decisive factorshe process of liberalisation which took
place (Sharp, 2009). Progress in market integratiadhat century has been estimated using
precisely prices of wheat, which was a productrgjlprepresentative of international trade
(Jacks, 2005 and 2006; Federico and Pearsson, 36@rp and Weisdorf, 2013).

The European demand for wheat, and especiallysBriiemand, was the decisive
factor in the growth of its trade in the XIX centuirhe problems of the end of the century,
and particularly the competition which for Europdarmers meant the increasing arrival of
wheat from the East (the Russian Empire) and fimenwest (above all the United States),
marked the functioning of its market. The mainter®anf free trade policies in countries

such as Great Britain, the Low Countries and Dekmas the exception rather than the



rule. The large continental countries, such as @agmFrance, Italy or Spain, imposed
protectionist barriers which gave a certain matgitheir farmers to compete with foreign

production, on the condition that they modernizgirtfarms, introducing innovations such

as chemical fertilizers or machinery (O’Rourke, 19%allego, 2003; Clar and Pinilla,

2009, Vivier, 2009; Grant, 2009). These protecsbnestrictions were combined with

population increase and a continuous rise in ppita&ancome, which meant that some
countries continued to substitute cereals suclya®y wheat, as this was preferred when
the population had higher incomes. Production emed appreciably from the crisis at the
end of the century (56% between 1885-89 and 1909-dgpecially among the largest
exporters which more than doubled it, while amomg European importers it increased
slightly (17%), as a consequence of small increasethe large continental countries

(Malenbaum, 1953).

Figure 2: International trade in wheat and other cereals (at 1925 prices, in thousands
of USdallars)
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From 1900, exchanges increased until the First 8vavlar, descended sharply
during the conflict and recovered from 1918 on. &haual rate of growth from 1903 until
1913 was 3.2 per cent annually. Following the donfthis was 5.9 per cent from 1918
until 1931 and -5.6 per cent between 1931 and {Bigfaire 2).

Until the First World War trade in wheat was chéeased by the stability of
demand emanating from the European free trade gesnwvhile that proceeding from the
protectionist countries was highly irregular. Thearwand the decline of European
production, as well as the end of Russian expstitsulated a greater growth of production
in overseas countries, which increased their pribolucvery significantly (by 46%)
between 1914 and 1925, while in the rest of theldvaates of increase were in general

negative. Exports from those countries also in@@asgnificantly.

In the decade of 1920 the market began to dispteguivocal signs of saturation.
During the 1930s worldwide exports of wheat andurflalecreased. This fall was
approximately 65 million quintals between 1928-838 4934-38. The principal explanation
is to be found in the increasing self-sufficiendytlee principal wheat consumers, as the
result of the increase in protectionist measuremmFL929 on, the traditionally protectionist
countries increased their tariffs on wheat impatsj in 1932, adopted additional measures
to reinforce their protectionist policies (Bacordabchloemer, 1940: 40-43). In this latter
year, even Great Britain abandoned its free tradicyp and adopted some type of
protective measures. The International Institutégficulture estimated that the need for
wheat imports from the principal importers fell incan average of 800 million bushels in
1926-27 to 1931-32 to approximately 550 million foeis in 1937-38. In the first third of
the XX century as a whole, practically the totabifygrowth in the wheat trade was due to
an increase in non-European imports, since the tijesnimported by the European
countries were stagnant until 1929 and then fedlrglly. This decrease was 33 per cent
between 1924-28 and 1934-38.

3.2. World exporters and importers of wheat

At the start of the XX century, European exportscamted for almost fifty per cent

of total trade in wheat and flour (figure 3). Ydtetwar had a decisive impact. The
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destruction of European harvests and the subsequepetise in the European demand for
food encouraged productive regions from other cemiis to increase their production.
Once the war had ended, the decline of exports fraesia and the Danube countries
meant an extreme concentration of such exporthénUnited States and the countries of
recent European colonisation (Canada, Argentina Amstralia), which represented an
extremely high proportion, oscillating between 5886 80%. Trade, which until 1914 was

largely intra-European (50% of exchanges), becawalgynintercontinental.

Figure 3: Composition of wheat exports by continent (%)
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Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

Wheat flour is included

The withdrawal of Russia (20.5% of world exportsl®09-13) and of the countries
situated in the Danube basin (Hungary, Rumania,fohmer Yugoslavia and Bulgaria)
(14.6%) was largely the consequence of profoundosoonomic changes (table 7).
Following the war, and due in part to the agrareiorm which took place in the majority
of them, they decreased their exports, which prdegen their majority from large estates.
The reform meant that large properties were dividetbng small farmers, such that per

capita income increased (Taylor, 1928). This ineeelaincome signified in some cases a

12



greater consumption of wheat in the interior ofstheountries, and in others, a diversion
towards other types of crops in response to chamgelative prices or in demand
(Imperial Economic Committee, 1932 a). The resulboth cases was a fall in the wheat
surpluses available for export. Furthermore, it iningstaken into account that as the result
of the peace agreements, the European political chapged, dislocating the economic
relationships existing before the war.

Table7: Wheat production by the leading exporters

1909-13 1924-28 1928-32 1934-38
CANADA
% world production 5.2p 9.76 8.83 5.B9
% world exports 11.44 35.15 31.67 28|13
Exports/production (%) 45.43 72.72 66189 67178
ARGENT INA
% world production 3.8P 5.15 5.17 45
% world exports 12.04 16.82 18.56 19|48
Exports/production (%) 64.€3 59.06 66194 5326
AUSTRALIA
% world production 2.3p 3.32 3.88 3.|L6
% world exports 6.2p 10.46 12.92 14.3
Exports/production (%) 54.41 63.68 6204 66.92
UNITED STATES
% world production 18.26 19|1 18.56 1478
% world exports 12.52 21.36 14.84 7135
Exports/production (%) 14.33 22.59 1491 6145
DANUBIAN COUNT.
% world production 8.3R 6.43 6.92 6.J9
% world exports 14.56 4.23 5.43 )3
Exports/production (%) 36.96 12.88 14165 1479
RUSSIA
% world production 20.0B 17.49 17.12 25|82
% world exports 20. 2.13 4.84 3p5
Exports/production (%) 21375 2.46 528 1|54

Source: Source: Authors’ elaboration, based orrdateénal Institute of Agriculture (1909-1938).
Wheat flour is included. * Danube countries: Huyg&omania, Bulgaria and Serbia or Yugoslavia. @eann borders
have not been taken into account.

In Russia, following the war and with the comingtbe Revolution, a series of
changes occurred which meant that exports werer miisignificant, until by the year 1930
the figure of 100 million bushels was exceeded.ohdimg to the experts of the Imperial
Economic Committee, the absence of Russian wheairesxbetween 1920 and 1930 was

due not so much to poor harvests (although in tfaete were bad harvests in 1922, 1923

13



and 1924) or the division of large estates (fromerehthe majority of wheat destined for
export during the prewar years came) among smadlsges and their subsequent
collectivization, but instead to a greater intero@hsumption of wheat, as a result of both
demographic increase and a rise in per capita ogpi$on, and in part to the resistance of
small farmers to produce a surplus for export, mitree scanty rewards they were offered

by the state (Imperial Economic Committee, 1932%):

Table8: World imports of wheat and flour (Thousands of quintals)

1909-13  1924-28 1928-32 1934-38

Europe 172,55¢ 179,393 174,08. 120,003
North & C. America 3,601 9,653 9,638 12,103
South America 6,997 11,443 12,03. 11,545
Asia 5,329 18,314 28,506 18,279
Africa 5,184 6,817 7,998 5,151
Oceania 179 992 631 761
Total 193,84t 226,612 232,88t 167,842

Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).

Imports of wheat and wheat flour were clearly dasel by the European continent.
Europe imported between 70% and 90% of all wheade (table 8). However, its
importance declined as the period advanced, whigerélative weight of the remaining
continents increased as importers of wheat. Thetrof Asian imports is notable, rising
from 2.8% in the period 1909-13 to 10.9% in the A€93By volume, Asian imports of
wheat rose from 5,328,740 quintals in 1909-13 t@78,200 quintals in 1934-38, a rise of
243%. This was probably due to the growth of pessorcome (especially in Japan), which
as we have seen produced a growth in the demamwhieat for the production of bread to
substitute other cereals, and to the sharp grawfopulation in many zones. As well as in
India, rice and wheat behaved as substitute fabes, demand depending on their relative
prices (Lathan and Neal, 1883). Thus, rapid pomragrowth in China made it necessary
to increase wheat imports to feed it. Such imparse from only approximately 4% of total
Asian imports of wheat until 1928, to 51.2% in 1928 and 40.9% in 1934-38.
Furthermore, India moved from being an importanpagter of wheat prior to the First
World War to a net importer in many years after Weag. The principal reasons for this
were the fall in its average production of wheathe periods 1924-28 and 1928-32 and the

14



lack of incentives to export, due to the rapid giowf population and the low international

prices of wheat from the end of the 1920s on.
3.3. The working of the international wheat market

As already seen, at the end of the 1920s tenbiegan to appear in the international
wheat market. The volume of trade continued todase until it reached a maximum in
1929, although in the European continent it hadaaly begun to decline. This problematic
situation was clearly reflected in wheat pricesjohhdisplayed a slight decreasing trend
from 1925 onwards. From 1929 prices fell drasticéligure 4).

Figure 4. Evolution of wheat prices and the wholesale price index in Britain (100 =
1913)
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Source: Wheat: C.I.F. unit values from The Annu&t&nent of the Trade of the U.K. with foreign
countries and British countries. Wholesale priaei Mitchell (1992), p. 739.

Even more interesting is the comparison of whegeprwith those in the rest of the
economy. If we compare them with a wholesale piex for Great Britain, we can

approximate their evolution in real terms. FigursH®ws that until approximately 1921,
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wheat prices evolved in consonance with thosearnréist of the economy, meaning that the
purchasing power of wheat producers did not chasigeificantly. From then on, two
periods can be observed, the first between 19221884 and the second from 1928 until
the end of the period, in which the price of whigdit by more than the wholesale price
index. Between 1926 and 1934 wheat prices deflayethe wholesale price index fell by
approximately 43%. This continuous decline in @i¢e®m the mid-1920s until the mid-

1930s was known at that time as “the wheat problem”

The problematic situation of the wheat market wias aeflected in a progressive
increase in unsold wheat stocks. The same occwitedother agricultural products. From
mid-1925 on, the progressive accumulation of stakthe principal foodstuffs caused a
fall in their international prices (Figure 5). Heye(1940: 207) stated that the stocks
accumulated in these years were unsaleable, sotaevan the wheat which was offered to

merely cover transport costs found any purchasers.

Figure5: Priceindices and stocks of major food products (base 1923-25 = 100)
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The simple fact of accumulating stocks was a neofor price instability. Agents in
the market were concerned by the fact of not kngwire exact quantity accumulated or
the moment at which it would be placed on the markeother of the consequences of
accumulated stocks was that there did not occuadiestments in the cultivated land area
which a free market situation would have deman@edperial Economic Committee, 1932
b: 81).

The problem of the increasing accumulation of stoddlegan to be important
following the great wheat harvest of 1928 (Liverp@mrn Trade Association, 1953: 42)
(Table 9). Thus, the margins between available wh@aply and total utilization (including
all the uses of wheat), plus the normal reservesgwncreasingly greater, reflected in an
increase of stocks (Table 9). In this way, the éasing trend of wheat prices corresponded
with a significant increase in stocks from approxiely 1922. Meanwhile, production

continued to grow, reaching a maximum in 1929.

Table 9. World wheat supply and approximate total use (millions of quintals)

Year Available supply a) Total use plus normal reserves
Stocks Harvests Russian Total Total use Normal Total
July exc-Russial exports b) reserves c
exc-China

1921-22 130 845 e 974 836 122 958
1922-23 138 859 997 872 125 997
1923-24 125 947 6 1,079 922 128 1,050
1924-25 157 839 996 882 131 1,013
1925-26 114 901 7 1,023 892 133 1,025
1926-27 131 917 13 1,062 920 136 1,056
1927-28 142 978 2 1,122 961 139 1,100
1928-29 161 1,064 1,225 991 142 1,133
1929-30 234 931 3 1,167 947 144 1,091
1930-31 220 1,003 30 1,254 1,008 147 1,155
1931-32 246 d) 986 d) 22| d) 1,254 d) 1,012 150| d) 1,162

Source: Davis (1932): 422.

a) Wheat Studies, VIII, 177, 182, 190, 401, witklight revision of the latest data. 1 bushel ofgh¢i= 0.27216 quintals)
Subtracting the estimated stocks of the coming yean total supply. c) Rough approximation. In theicle cited,
normal reserves are calculated as 450 million Hedbethe year 1921-22 and increase by 10 milbashels each year.
d) Preliminary

The problem of wheat was a problem of imbalancevéet supply and demand,

which led to an excessive supply of wheat at irggomal level pushing prices down. This
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problem appeared from the First World War on, simcéhe prewar period wheat supply
and demand increased at approximately the samlemhyheaning the market situation was
one of equilibrium. Specifically, Paul de Hevesy940) stated that the problem of

overproduction was important between 1926 and 1934.

In the case of wheat, the most important factorthe determination of its
international prices throughout the period undemgtwas the supply available in the
market (Timoshenko, 1928). This depended not omlythe harvest which had recently
been gathered, but also on the stocks accumuleted revious years and the forecasts
made regarding the quality of the following harvespart from these factors, the poor
international economic situation during the 193@prdssed wheat prices and limited the
growth of international demand. With regard to dedjathis was fairly stable, being
modified very slowly with population growth, andughdid not affect the annual variations
in international prices. Nevertheless, demand faatan be important in the determination
of the trend in international prices in the longrieln general, annual price movements
represented changes in the supply-demand relatmnBhe most important factors in this
relationship were: expectations regarding the fYolhg harvest, the quantity of
accumulated stocks, the prices of other cerealdtangrices of other foodstuffs (e.g. meat

and potatoes).

In summary, it can be stated that the principakea of the problem of wheat were:
the implementation of protectionist measures in skeond half of the 1920s and their
strengthening from 1932 onwards in the largest meps (Germany, France and ltaly),
which also stimulated the national production ofeah with the objective of self-
sufficiency, and in addition the implementationtlois type of policy in the until then free
trade countries (Great Britain, The Netherlands Badmark); the emergence of Russia as
an important exporter, for the first time since #iest World War, in the years 1930-31
(Davis, 1932: 431); and finally and most importgntthe increasing disequilibrium
between worldwide wheat supply and demand, dueipaily to the increase in worldwide
production available for export, while consumpti@mained stagnant or fell in the large
consumer countries. The worldwide production of athecreased greatly throughout the

first third of the twentieth century (Table 10).i$hncrease in the volume of production
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had two causes: the increase in yields per he¢tatensive growth) and the rise in the

number of hectares sown with wheat (extensive drpwt

The continuous growth in the worldwide productidnwdeat was possible due to
technological innovation. The technological advanadich permitted greater production
of wheat were, principally: research into new spedf seeds which were adapted perfectly
to each type of soil and climatology, the increghkingeneralized of fertilizers and the
introduction of machinery (Olmstead and Rhode, 2008 overseas countries, like
Australia or Canada, technical advances were aaadcreasing production per worker.
The introduction of capital-intensive and labouvieg technology in these countries
reflected their endowment of productive factorsbduar power was scarce and land was
fertile, virgin and abundant; consequently, laboasts were greater and land costs lower
than in the European continent; overseas counires interested in achieving very high
productivity per worker. However, in Europe, mucbrendensely populated, the objective
was the opposite and technical advances were edreat increasing yields per hectare.
(Pujol, 2011).

Table 10. Growth of world wheat production (1909-13 = 100)

1909-13 1924-28 1928-32 1934-38
100 111 120 130

Source: Authors’ elaboration, based on Internatibrsiitute of Agriculture (1909-1938).

The extensive increase in the production of wireaverseas countries was linked
principally to their colonisation and the great ratipn they attracted (Malenbaum, 1953:
128-129). A fundamental characteristic of the expam of production in these countries
was that once investment had been made in the lplogiof virgin lands for the cultivation
of wheat, in response to the increase in demamuices, it was very difficult to reduce the
number of hectares as a consequence of poor maphkditions. The initial costs faced by
farmers were high and inflexible with regard to ttagiation in wheat prices, meaning that
the majority of farmers were reticent to reducenheber of hectares cultivated once they
had incurred the costs of placing them under prioloicinstead, they hoped to recover

their losses when the market situation improved.atidition, agricultural activity, in
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general, included all the family, and thus the s@ssociated with the abandoning of such
activity were much greater than if only one membérthe family was involved. The

reaction to a fall in prices, which reduced agtietdl income and increased indebtedness in
the sector, was precisely to produce still mone¢esifarmers attempted to maintain gross
income and reduce general expenditure, which iseckdhe gravity of the situation. A

reduction in prices therefore coexisted with inse=ain production. The technical advances
which were intensified in this period also perndttan increase in productive capacity

while reducing costs.

The return of the Soviet Union to the group of exps at the end of the 1920s,
although in quantities far lower than the prewgufes, doubtless led to a greater market

saturation.

In the increase of production a decisive role wia® @layed by the protectionist
policies applied by the principal importing couesyj thereby encouraging the increase in
the number of cultivated hectares by maintaininggsr high in this way, especially from
1929 on (Table 11). Hevesy (1940: 41-42) stateslhtbmveen 1924 and 1931, wheat prices
in Liverpool fell by 52%, while in France, Germaawd Italy they rose by 39%, 60% and
2% respectively. In these three countries the nurobéectares dedicated to wheat rose
between 1919-24 and 1929-34. The increase wasapm@tely 46% in Germany, 6.4% in
Italy and 3.3% in France. The increase in the lareh cultivated with wheat continued

uninterruptedly in Germany and Italy until the esfdhe 1930s.

While protectionist policies had been based betw#880 and 1929 on simple
customs tariffs, from the latter year until 1934 slementary measures were utilized to
reinforce protection, such as the establishmewbbt§atory percentages for the quantity of
national wheat which the flour produced in a carteountry must have had or quotas on
the importation of cereals from abroad; finallytilthe start of the war there was complete
state control of foreign trade and the wheat maikeén countries which had traditionally
been free traders ended up by joining the proteidicamp. Not even the United Kingdom

escaped.
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Table 11. Import duties on wheat, 1926-1936 (in gold francs per quintal)

1926 1928 1930 1931 1932 1933 1934 1935 1936
Austria 0.2 0.26 2.1 2.1/ 105/ 9.62| 16.8/ 16.8/ 16.8
Belgium 0 0 0 *0 *0 *0 *0| *1.45| *1.04
Denmark 0 0 0 0 0 0 *0 *0| *0.31
France 2.68 7.11| 10.15| 16.24| 16.24| 16.24| 16.24| 16.24| 16.24

o o o

Germany 432 6.17| 8.03| ©3.89] 13.81| 13.89| 13.89| *4.32| *4.32
Ireland 0 0 0 0 0 0 *0 *0| *0.74
Italy 7.5 7.5 14| 16.5| 19.65| 19.95| 20.47| 19.78| *18.4
Netherlands 0 0 0 0 0| *3.12| *3.12| *4.17
Norway *0 *0 *0 *0 *0 *0 *0 *0 *0
Sweden 5.14 5.14| 5.14| 5.14| *3.62| *3.51| *3.15| *2.88| *2.9
Switzerland *0. *0.6| *0.6| *0.6/ *0.6| *0.6| *0.6| *0.6| *0.6
Tchecoslovaquie 1.93| 4.61| 4.61| *8.45| *8.45| *8.45| *11.5| *9.6| *9.6
U.K. 0 0 0 0 0 0.8 0.76 0.7 0.7
U.S.A. 571 5.71| 5.71 8 8 8| 5.03] 4.76| 4.72

Source Hevesy (1940), p. 762.

° Indicates that imports against payment of themivport duty are subject to special conditions

* indicates that all imports are under special oar(guota, licence system, monopoly, etc.)

Gold franc is the pre-devaluation Swiss franc. Aflevaluation (26 September 1936) however, original
prices have been converted into U.S. dollars anttiphied by 3.061, which can be considered as #ie of
exchange between the dollar and the former gohtfra

The Great Depression was also an indirect factgreét importance in maintaining
low wheat prices. For Davis (1932), the worsenihghe international economic situation
negatively affected the course of trade exchangssricting foreign credit (which on other
occasions had facilitated the increase of impoat®) increasing restrictions on trade.
Consequently, the poor economic situation in dizezsuntries reduced the demand for
wheat in the European countries. The situatiomofeéasing protectionism and the lack of
confidence in political relations led to the folloyg in many cases of agricultural policies
of self-sufficiency, which had as a result the @ase in the number of hectares cultivated
and the extension of cultivation to lands of poareality, due to new seeds and technical
advances (Hevesy, 1940). On the demand side, thasea tendency in the principal
consumer countries to a decrease in the consumpficcereals as per capita income

increased. Consequently, despite demand increasihglemographic growth, the fact that
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demand per capita tended to fall resulted in vy growth of worldwide demand. Thus,
according to the calculations of Malenbaum (19584-245), per capita consumption fell
significantly in overseas exporting countries amayvslightly for European importers. In
addition, the International Institute of Agriculeucalculated in 1931 a slight decrease in
per capita consumption in Europe and one consitlefagher in the United States. This,
added to the gentle growth in population, meany \&nall increases in consumption in
absolute terms between the years prior to the war1830 (Societé des Nations, 1931:28).
The crisis of 1929 was not the cause of consumpgitemncapita of wheat in 1929-34 being
lower than that of 1924-29. Instead, falling incomethe industrialised countries meant
little change in a pattern of consumption takingcgl in a diet still basically composed of

cereals towards a much more diversified one.

In short, in our opinion the problem of wheat wagsult of the growth of worldwide
supply in excess of that of demand. The originhag tisequilibrium between supply and
demand was to be found in the increase in produdtjooverseas countries, encouraged by
the extraordinary demand for wheat proceeding ftieencountries directly involved in the
First World War, during the years of conflict andridg the post-war epoch, until the
recovery of their harvests. Once European produadiad recovered, worldwide supply
outstripped the needs of consumption, meaningitii@tnational prices tended to fall. It is
from that moment on when the activity of governmemt both the exporting countries and
the principal importers, accentuated the problenowarsupply. As we have seen, in all
cases (with the exception of Great Britain until32p governments implemented
agricultural and trade policies which protected athiarmers from the low international
prices prevailing. Thus, not only did worldwide guation not fall, but instead continued
to increase in many cases. The slow growth of deimas a consequence of the
improvement of per capita income in the most dgsatiocountries, contributed to creating

an unfavourable backdrop.
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3.4. International attempts to solve the problenwbéat: the failure of the London

Conference

The problem of low wheat prices affected more trmmentries for which this product
represented an important percentage of the totmievaf their exports. In the period
between 1926 and 1930, the percentage which the wdlthe exports of wheat and wheat
flour represented in total exports was 31% for Cana27% for Argentina, 17% for
Australia, 8% for the Soviet Union and only 5% tbe United States (I.LE.C., 1932: 11).
However, all these countries had reduced their mi#g@ce on wheat around the mid-1930s.
Thus, between 1932 and 1936, these percentages 22¢5&0 for Canada, 17.3% for
Argentina, 14.8% for Australia, 6.7% for the Sowigtion and 1.2% for the United States.
(Imperial Economic Committee, 1939: 43). As a rgsgbuntries such as Canada,
Argentina and Australia suffered much more deejpéydconomic consequences of the fall
in wheat prices than countries such as the Unitade$ or the Soviet Union. This fact
probably explains the different behaviour of thestfithree countries on the one hand and
that of the United States on the other. Thus, whamnational wheat prices were very low,
the United States was capable of reducing its velaiexports, accumulating stocks or
establishing export quotas, while the other thezgd overseas exporters further increased
their exports in an attempt to recover part of ¢hxport revenue which they lost as the

consequence of low prices.

In the international sphere, there were variousngtts to solve the problems of
falling wheat prices through the holding of numeyointernational conferences.
Specifically, in the years 1930-31, 16 internatiocanferences were held with this
objective. Both partial conferences (of countridsioh shared common private interests)
and those which included all the countries involwedhe problem, were no more than
successive attempts to clarify the problem and ggepsolutions, whose implementation

was not successful.

Among the distinct solutions proposed, that of tngaa system of export quotas
among the exporting countries, producing a cart¢he international marketing of wheat,

was that which achieved the greatest number of@tgns. This proposal was taken to the
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London Conference, the most important of all, Hedan 18-23 May 1931 to give concrete

form to the details of a law to be ratified by véncipal exporting countries.

Before its holding the exporting European countrnex to propose the signing of an
agreement between importing and exporting countieegive preferential treatment to
exports of wheat from Europe, without applying theuse of most favoured nation to the
remaining exporting countries. Some European ingpsst such as Germany and
Czechoslovakia, supported the proposal, as theyssalv an agreement as a solution to
exchange manufactures for wheat, but others opptseich as Great Britain, which
already had agreements with the Commonwealth desntMWhen this proposal was
presented to the League of Nations, this orgawisatould not support it, since one of its
missions was to reduce the restrictions on intenat trade. As was logical, neither were
the overseas exporting countries in agreement thghmeasure. The European exporting
countries did not consider themselves responsdyi¢hie overproduction of wheat. By the
end of the 1920s their production of wheat was lothan that prior to the First World
War, and thus the problem was approached as aegpnobf low prices and not as one of
imbalance between supply and demand. Furthermbeg, believed they had a “historic
right” to receive preference for their exports amparison to those from overseas countries
and to be awarded a quota equal to the quantigxpbrts in the prewar period (Taylor,
1931: 450). This meant that only did they see nbgaton to reduce the number of
hectares of wheat, but instead in some cases thseibgdy of increasing them was
considered. Nevertheless, these countries belithagdwithout the collaboration of all the
exporting countries, it would be impossible to fedlee objective of raising international
wheat prices. Consequently, the idea of an intnafean system of preferences was

abandoned and the creation of a system of quoth® imternational sphere was proposed.

Thus, the London Conference hosted the 11 mostrii@poexporting countries, with
the intention of reaching an agreement upon theaguewhich would be assigned to each
country, the subsidies foreseen for the accumulatiostocks, the method of sanctioning
those countries which did not respect the agregne¢nit The 11 countries participating in
this conference were Argentina, Australia, BulgaGanada, Hungary, India, Poland, the

Soviet Union, Rumania, Yugoslavia and the Uniteatest.
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From among them, it is logical that those propogimg measure, that is to say the
European countries with the exception of the Savibn, supported it. What appears less
logical was that Argentina, Australia and Canadzepted the measure “in principle”. With
regard to Argentina and Australia, the reason wigytsupported the measure, in the
opinion of Taylor (1931), was because they thoult prices would be better maintained
if only part of their production, and not all, wasded on the free market. In the case of
Canada, it appears that its representatives attfierence believed that as Canadian wheat
was of good quality and was necessary in mixtusesbtain the best wheat for bread, the
guotas it would obtain would be satisfactory. Thated States was the only country which
from the start opposed the quota system. This cpgatv clearly that the problem of wheat
was a problem of overproduction and not of low gsicand that the only solution to raise
prices was to reduce the number of hectares ctétivin the international sphere, thereby
reducing total supply. Its scanty dependence oratweports permitted it a more objective
analysis of the situation. As we have seen, theofigan exporting countries were not
disposed to reduce the number of hectares cultvatestly, Canada, Australia and
Argentina, despite admitting that the land areaicied to wheat had increased greatly
since 1914, without taking into account their neftsinternal consumption, saw no path
to reduce the number of hectares cultivated witteathand further alleged that the
extension of wheat cultivation had been perforneddionise new lands, that production
was highly mechanised and was obtained at verydost, and thus urged countries with
high production costs to reduce their cultivatattiarea. In addition, it was very important
to be able to maintain revenue from wheat expd@gisen this, and due to the lack of
agreement, the London Conference closed withounhgaeached any decision with regard

to solving the problem of wheat.

4. International tradein maize

Although the worldwide production of wheat and neawas quite similar, the
volume of international trade in maize was only 46Rthat of wheat. The principal reason
was that in the United States, the principal preduthe greater part of harvests was
destined to internal consumption (80% to cattlelfee
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The volume of international trade in maize increlaggoughout 1900 and 1938 by
44.3%, which is equivalent to an annual growth Hté&.5%. It increased uninterruptedly
until the First World War. During the war yearschanges fell by more than 50 percentage
points, which indicates a fall proportionately dgegathan that of cereals as a whole.
However, following the war, trade in maize evolvadre dynamically than overall trade in

all cereals, even increasing during the years®f3reat Depression (Table 3).

In distinction to what occurred with other ceredlee consumption of maize, above
all as livestock feed, increased throughout théogeiThus, while international exchanges
of other feed cereals, such as barley or oats,niBimed, the international trade in maize
increased. As maize was principally used for anif@atl, its worldwide demand depended
on its relative price in comparison to feed ceraad other products which were also used
to feed livestock. The relative price of maize fellowing the First World War with regard
to other cereals and livestock feed, which doubtléss/oured its demand (Imperial
Economic Committee, 1934: 40).

Table 12. Regional distribution of maize imports (thousands of quintals and

per centages)
1909- | 1924- | 1928-32 | 1934-38 |%| 1909-13 | 1924-28 | 1928-32 | 1934-8
13 28
Europe 64,48277,198 91,028 86,393 91.9 92.5 94.4 85.3
North & 4,898 4,963 3,743 11,539 7.0 5.9 3.9 114
Central
America
South 131 224 94 60| 0.2 0.3 0.1 0.1
America
Asia 21 278 673 2,293 0.0 0.3 0.70 2.3
Africa 493 567 444 906 0.7 0.7 0.46 0.9
Oceania 123 243 52 53 0.2 0.3 0.05 0.1
Total 70,154 83,473 96,035 101,242 100.d 100.d 100.0 100.d

Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).

With regard to imports, Europe was by far the pgatpurchasing region (Table
12). The relative importance of European importsreased uninterruptedly until the
beginning of the 1930s, from 91.9% of total worldevimports prior to the war to 94.8% in

the years 1928-32. In the second half of the 19B0sppean imports were equivalent to
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85.3% of the worldwide total and the imports of thoand Central America had risen from
3.9% of the worldwide total in 1928-32 to 11.4%tlaé end of the 1930s. The fall in
European importance after 1932 was probably ddleeancrease in protectionist measures
in Europe and to the increase in the productiomaize in European countries by some 28
million quintals. Similarly, the growth in the imge by North and Central America in the
second half of the 1930s was possibly due to tHerfgoroduction and the increase in
internal consumption, above all in the United Statehich multiplied its imports of maize
by 47 between 1928-32 and 1934-38. The principgbiting country within the European
continent was Great Britain, including Ireland; itsports constituted between 22 and 38
per cent of European imports. Following Great Bmitand Ireland, Germany, The

Netherlands, Belgium and France were the mostfggnt importers.

Table 13. Regional distribution of maize exports (thousands of quintals and

per centages)

1909-13 | 1924-28 | 1928-32| 1934-38|%| 1909-13 | 1924-28 | 1928-32 | 1934-38
Europe 28,968 17,854 16,014% 13,221 40.1 20.9 16.9 13.0
North & 11,051 4,929 4,055 8,482 15.3 5.8 4.21 8.3
Central
America
South 29,460 54,332 66,078 65,74( 40.7 63.6 68.5 64.7
America
Asia 1,414 2,268 3,665 7,606 2.0 2.7 3.8 7.5
Africa 1,406 5,951 6,584 6,618 1.9 7.0 6.8 6.5
Oceania B 159 25 15 0.0 0.2 0.0 0.0
Total 72,307 85,493 96,422 101,683 100.Q 100.Q 100.¢ 100.Q

Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).

At the head of maize-exporting regions was SoutreAra (Table 13). Prior to the
First World War, this region shared leadership vétrope, since it constituted 40.7% of
worldwide exports and Europe 40%. The countrieNath and Central America were also

very important exporters before the war, constimiti5.3% of the world total.

Following the war, South America affirmed its leaship of the maize-exporting
regions, while the relative importance of Europd @entral America fell. This was due in
part to the increase in the land area cultivatett wiaize in Argentina from 1925 onwards

and to the growth of production. In turn, the intrconsumption of maize in Argentina
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was very small, due to the low population denséy ynit of land area, and to the existence
of abundant natural pastures for the feeding adsliock (Pinilla and Aparicio, 2015).
Thus, in the period 1924-28 and during the greaéer of the 1930s, over 80% of the maize
which participated in international trade came frémgentina and the countries of the
Danube basin. According to data from the Intermatio Institute of Agriculture,
Argentinean exports of maize constituted 40.6%otdltworldwide exports in 1909-13,
63.5% in 1924-28, 68.4 % in 1928-32 and 64.2% i84138.

5. International tradeinrice

Until the early decades of the XIX century, the tddi States was the principal
exporter of rice. Subsequently, the South-East rAgiauntries moved to the head of
exporters (Coclanis, 1993 and 1995). The causénefdecline of the United States in
favour of other producing regions is to be foundhie interior of the United States as much
as in events in the rest of the world. On the caredhthe land suitable for this type of crop
was limited and that which was already under catton was losing part of its richness. On
the other, other more dynamic crops, such as ceattohtobacco, competed for the capital
and land available. Furthermore, the Civil War, delition of slavery and the destruction
of harvests due to the war contributed to its declin addition, American rice had to face
increasing competition from other zones, among thealy, Brazil, Bengal, Java and,
shortly afterwards, Burma, Thailand and Indochifiae ascent to the leadership of rice
exporters of the countries of South East Asia waslyced as the result of their excellent
price competitiveness. Both land and labour werehmcheaper than in the American
continent or in Europe. Often, the labour powethef economic unit was not remunerated.
There also existed much fertile land, unused arithlda for the cultivation of rice.
Furthermore, in distinction to what occurred in tt@ses of cotton or tobacco, Asian
productivity in the production of rice was not cheterized by being lower than in other
regions of the globe. Elsewhere, the military amdnemic control exercised by the
European countries in the region determined a Ipegeof the productive and commercial

decisions, facilitating in addition the capital eesary for the commercialisation of rice.
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The response of some Western producers to the dsyabie international supply
from South-West Asia was the establishment offeatd protect national production. Thus,
in the XIX century, the United States, Brazil amsalyl, for example, raised their tariffs on

rice imports.

In the first third of the XX century the internatia trade in rice evolved much more
dynamically than exchanges of wheat and of cereadgneral. In contrast to events with
other cereals (except maize), the long-term tengdehthis trade increased until the end of
the period analysed. This was due, probably, tolésser importance of Europe as an
importer in the international rice trade. This da@ observed by the lower fall in the
exchanges of rice during the First World War. Ardhially, the growth of rice exchanges

during the 1930s was achieved as it was possilfladanarkets to replace Europe.

Table 14. Regional distribution of rice imports (thousands of quintals and

per centages)

1909-13 | 1924-28|1928-32|1934-38(% | 1909-13 | 1924-28 | 1928-32 | 1934-38
Europe 18,680 14,098 13,910 16,039 33.1 19.2 17.8 19.6
North & 2,554 4,157 4,040 4,350 4.5 5.7 5.2 5.3
Central
America
South 1,18445 2,038 1,732 1,357 2.1 2.8 2.2 1.7
America
Asia 30,804 49,658 54,790 55,344 54.6 67.5 70.1 67.6
Africa 2,783 2,926 3,068 4,019 4.9 3.9 3.9 4.9
Oceania 398 693 672 777 0.7 0.9 0.9 1.0
Total 56,405 73,570 78,212 81,889 100.4 100.G 100.Q 100.Q

Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

Before War World | there already existed a compiggrnational network of trade
in rice and an integrated international marketige.rBurma, Thailand and French Indo-
China were the main exporters (Latham and Neal3)19Blost of these exports were
directed to other Asian regions, China and Japangbemportant importing countries
(Brandt, 1985 and 1993).
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Between 54.6% and 70% of worldwide imports of neere destined to the Asian
continent (table 14). The importance of Asia asmaporting region increased throughout
the period. After Asia, Europe was the principatdetion of international rice exchanges.
However, there can be observed a progressivenf&@luropean imports of rice as the period
advanced, until the early 1930s. This decreasermtun a context of the growth of
European production of rice and of tariff restocs. During the 1930s, the decreasing
trend of European rice imports halted due to thaeimse in French imports from its
colonies in Asia. This was a French attempt to camspte for the fall in demand in the
principal Asian import markets from 1930 on, whieffected Vietham and Thailand
especially severely. Until the end of the XIX cagtdapan was a net exporter of rice, but
from then on became an increasing net importermFi®20 onwards, Japan initiated a
policy of self-sufficiency in the provision of foahd directed its demand for imports to its
two colonies, Korea and Taiwan. From 1930, appretaty, Japan was capable of
supplying its population with its national prodweti and with imports from these two
countries. Prior to 1928, Japan needed to impaatgguantities of rice from outside the
frontiers of its empire. These imports came prialtipfrom Thailand, Vietnam and Burma,
and some rice was also imported from the UniteteSt@Vickizer and Bennett, 1941:91).

Before the First World War, imports from its colesiwere approximately one third of total
imports. In 1922-27 they were already 97% (Brant®93: 274).The principal rice
exporters did not only lose the Japanese markettaube high tariffs (approximately
40%) which rice had to pay on entering the coubny, from approximately 1925, the
demand for rice also fell in three significant imjgos, China, Indonesia and the

Philippines.

The fall in Chinese imports was the most impor{@rble 15). Between 1921 and
1935, these were of the order of between 650,060Le850,000 tons annually, but they fell
to an average of between 300,000 and 400,000 tetgebn 1936-39. This fall in imports
was in part due to the need for China to balareg@atyments, and on the other hand to
policies of self-sufficiency in food. Burma was taeporting country least affected by the
fall in demand in these Asian countries, since asvable to continue exporting to India,
Ceylon (Sri Lanka), Malaysia and Europe. Howevérailand and Vietnam suffered more

from the consequences of the fall in Asian demasdhey could only export to Malaysia

30



and the non-Asian markets, principally Europe. THmal had an advantage in exporting to
Malaysia and to non-European markets such as Qutikg Vietham, as part of the French
empire, enjoyed the preference of certain Europeemkets (Wickizer and Bennett,

1941:95).

Table 15. Principal importers of rice (thousands of quintals)

1909-13 1924-28 1928-32 1934-38

Germany 4,169 4,078 3,479 2,295
France 2,588 2,414 3,021 6,571
Sri Lanka 3,859 4,672 4,888 5,344
China 3,040 9,465 9,261 6,259
Hong Kong a) 7,82: 5,091

Japan 4,756 16,138 14,97( 18,98:

Malaysia 1,807 7,414 7,514 7,205
Philippines 1,872 758 372 378
India 1,613 1,789 1,564 6,365
Indonesia 4,558 5,313 5,957 2,802

Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).
a) Average 1931-32.

The principal importers of rice in the 1930 wergala Malaysia, Sri Lanka, India and
France. The first and last of these countries hegfepential agreements with their
respective colonies, meaning that the remainingoegs only had available important
markets for their respective productions in Malayssri Lanka and India. According to
Wickizer and Bennett (1941), the expansion of thedrts of these countries was due as
much to population growth as to the specialisabbrdomestic industries, which meant a

fall in the relative importance of the domesticguwotion of rice.

The growth of imports from these countries, plue trowth of the non-Asian
countries, served to cover the fall in exportsapah, China, Indonesia and the Philippines
in the 1930s (Wickizer and Bennett, 1941: 97).
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Table 16. Regional distribution of rice exports (thousands of quintals and

per centages)

1909-13|1924-28(1928-32(1934-38|% | 1909-13 | 1924-28 | 1928-32 | 1934-38
Europe 7,167 5,978 4,943 3,728§ 12.2 8.0 6.3 4.5
N.& C. 702 1,929 2,791 2,259 1.2 2.6 3.6 2.7
America
South 84 193 657 879 0.1 0.3 0.8 1.1
America
Asia 50,152 65,229 69,562 74,719 85.7 87.9 88.3 90.1]
Africa 345 815 763 1,200 0.6 1.1 0.9 1.5
Oceania 8p 79 53 129 0.2 0.1 0.1 0.2
Total 58,536 74,223 78,77% 82,914 100.¢q 100.4 100.d 100.d

Source: Authors’ elaboration, based on Internatibrsditute of Agriculture (1909-1938).

As in the case of imports, the importance of tis&gA continent as the origin of rice
exports is striking. Thus, throughout the periogitween 85.7 and 90.1% of world exports
of rice came from Asian countries (table 15). Femthore, the importance of this continent
only increased over time, leading us to conclu@ time international rice tii@ was almost
exclusively located in Asia and that as purchagiogrer in the Asian countries increased
so did the volume of rice exchanges. The Asiangmdprance in rice exports was due as
much to the geographical localisation of excharageso the comparative advantage with
regard to production costs in the Asian countriBise cultivation of rice was labour-
intensive and much cheaper in Asia than in the oésthe rice-producing continents,

meaning that its exports were much more competitivbe international markets.

The importance of Europe as a rice-exporting refgtirthroughout the first third of
the XX century. Thus, the annual rate of growtlEafopean exports between 1909-13 and
1934-39 was —2.6% (table 17).
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Table 17. Principal exportersof rice (thousands of quintals)

1909-13 1924-28 1928-32 1934-38
Germany 1,799 1,659 850 274
Italy 673 1,955 1,819 1,477
France 360 628 765 239
Burma and India 24,352 22,783 22,06¢ 20,05:
Vietnam 8,958 13,928 12,00t 14,14(
Thailand 7,917 12,378 11,96¢ 14,30:
Korea 933 7,875 9,373 12,12
Taiwan 1,199 3,33 3,764 6,747
Hong Kong n.a n.a. a) 6,41( 3,333

Source: Authors’ elaboration, based on Internatiorstitute of Agriculture (1909-1938).
a) Average 1931-3.

Five countries exported 95 per cent of the ricecilariginated from monsoon Asia:
Burma, Vietnam, Thailand, Korea and Taiwan. Itahg dhe United States were the only
two non-Asian countries which were important rigp@ters. In turn, Germany and France
re-exported considerable quantities of rice afefming it. According to Wickizer and
Bennett (1941), Burma was without a doubt the mpadcexporter of rice at the end of the

1930s, exporting an average of 3 million tons atipua

6. Concluding remarks

This study has analysed the worldwide trade inateran the first third of the XX
century. These products were important not onlgaiostitute the basis of nourishment of a
large part of humankind (with wheat, maize and asekey elements), but also to mean,
consequently, a very significant part of tradegni@ultural products and food in the world.
However, their relative importance tended to distinfrom the beginning of the century
until the 1930s. This relative decline was due ant po the intensification of international
economic relationships until 1929, which meant tmabre products and countries
participated in world trade. It was also importahat rising incomes in the more
industrialised countries led to a diversificatidrtlweir diets and a greater weight in them of
products of higher income elasticity, such as meairy products, oils or fruit and fresh

vegetables.
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Within cereals, wheat was by far the most importaotuct, which was indubitably
linked to the fact that in the largest food-impegtiregion in the world, Great Britain and
Western Europe, it was the principal dietary congmdrand for that reason, from the mid-
nineteenth century onwards, had developed an isiorganternational trade in a market
which became profoundly integrated. By contrastizemand rice, which initially had a
fairly small weight in the cereals trade, displayadch more dynamic behaviour due to
their use in Europe in animal feedstuffs in theecak maize and the extension of intra-
Asian trade in the case of rice.

In the case of wheat Europe was the principal inpg@and exporting region prior to
the First World War. Following this there came vémportant changes, with the rise of
overseas exporters, which ended a clearly domipasition in the market, and with the
sharp fall of intra-European trade. Finally, theeah market was faced with enormous
tensions from approximately 1928 on, which theierd 1929 and the collapse of the first
globalisation complicated yet further. Excess sypplthe market, as a consequence of the
strong growth in production in overseas countreffected international wheat prices.
Obstacles to trade in the 1930s and the outbrepkodéctionism in Europe accentuated the
problem, yet further efforts to reach internatiorejreements with the objective of

stabilising the market were unsuccessful.
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