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Sugar beets:
the district’s potential

In rnid.December19O3, at the U. S. Department district’s averageannualoutput during the 1958-
of Agriculture hearings, about thirty different 1962 periodamountedto about2.5million tonsof
sugarprocessorsandproducinggroups presented beets, as comparedto an averageof 1.4 million
argumentsfavoring the establishmentof process- tonsin 1948-1953.District production,however,
ing plants in specific areas.Thesegroups came has grown from about 13 per cent of the total
from suchdiverseplacesasMaine,Missouri, Ten. outputin theearlierperiodto about15 percentin
nessee,Texas,andVirginia; four were locatedin the latter period. The processorpaymentsto dis-
the Ninth Federal Reservedistrict. But twenty. trict beet producers in the 1948-1953 period
sevenof the thirty were destinedfor disappoint- amountedto about $16.2 million per year. That
ment, for no morethan threenew plantscan be averageincreasedto about $27.9 million in the
assureda market for their product. Herein lies latter five-year period. The district proportion of
theconfusingandcomplexstory of the sugarbeet. the total processorpaymentswas 14 per cent in

As an alternativecrop, the beet is highly coy- bothperiods.
eted by farm producersin many parts of the Despitethe relativeimportanceof district sugar
nation, but its expansionis highly restricted by beetproductionto the total beetproductionof the
two major factors—governmentprogramsand the United States,thebeetmustbeconsidereda minor
mechanicsof the processingindustry.This article specialtycrop in the district. Beet productionac-
will attempt to describe the sugar beet industry countsfor only about .3 per cent of the region’s
and discusssome of the reasonsfor its present cropacreageandabout1 percentof thetotalcash
importanceandits probableprospectsin the Ninth receipts.Finally, in the district as a whole, less
district, than 1 percentof the individual farmsareengaged

in producingthe crop.
The sugar beet industry Production is, of course, concentratedin the

A considerableand remarkablystable growth areas adjoining processingplants, but even in
has characterizedthe U. S. sugar beet industry theseplacesbeet production accountsfor a rela.
since 194.8. Starting that year with a total pro- tively small proportion of farm income.For cx-
duction of 9.1 million tons,sugarbeetoutput has ample,during the 1954-1958period, 83 per cent
expandedto anestimatedtotal of 22.8million tons of the Minnesotasugarcropwasproducedin the
in 1963. That 250 percent growth in outputwas Red River Valley area,but the beetaccountedfor
accompaniedby anincreasein processorpayments only 6 percent of the total cashfarm receiptsin
to growers of 210 percent, or from $99.6million that region.The samesituationprevailedin North
in 1948 to $208.9million in 1962. Dakota;the Red River Valley portionof thatstate

TheNinth district’ssugarbeetindustryhasbeen accountedfor 87 percentof the totalvalueof the
experiencingcomparablegrowth.For example,the beetsproducedin North Dakota,butbeetsbrought
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in only 3 percentof the total cashfarm receipts As shown in Table 1, beet yield per acrehas
in the area. risen fairly uniformly throughouttheperiod1948-

Beet production relativeto total farm cashre- 1963 in the beet-producingarea,while the differ-
ceiptsassumessomewhatgreaterimportancein the ences in yields amongthe stateshave remained
localized areaswithin Montana. Almost 50 per constant.In general,yieldsarehigher in the irri-
cent of the total valueof beetsis producedin the gated areasin Montana and South Dakota and
south central part of the state.In that areabeets declineasproductionmoveseastwardthroughthe
accountedfor more than 9 per cent of the total district. Sugarbeetyieldsfor thedistrict, however,
cashfarm income, generally fall below the average yields for the

Historically, the growth in beet production entire United States.
amongthe district stateshasbeenmixed. As shown Anothermeasureof yield, the sugarcontentand
in Table 1, Minnesota replacedMontana in the commercially recoverablesugar in the beets, is
mid-1950’sas the district’s leadingbeet producer. shown for specified areasin Table 2. Again, the
Beet output in North Dakotahas also expanded westernpart of the districtproducesa morevalu.
considerablysinceWorld War II. Totalproduction ablecrop.
in South Dakota, although relatively small, has
increasedsubstantiallysince 1960 as a result of TABLE 2—AVERAGE SUGAR CONTENT AND
expandedbeet production in the easternpart of COMMERCIALLY RECOVERABLE SUGAR, 19551961
the state Cwt.

% sugar of comml. sugar
Area content per ton of beets

TABLE i—HARVESTED ACRES, YIELD, TOTAL OUT- Billings, Mont. 16.67 3.121

PUT AND FARM VALUE OF SUGAR BEETS, NINTH Hardin, Mont. 16.47 3.083
DISTRiCT—SELECTED YEARS Missoula, Mont. 16.34 3.059

Sidney. Mont. 16.31 3.053Minn. Mont. N.D. S.D. Dist. Belle Fourche, S. 0. 16.0 2.995Harvested acres (thousand acres) *

1948 358 552 192 37 1139 Red River Valley 15.64 2.928
1953 63:8 43:6 34.8 4:7 146:9 Cheska, Minn, 14.29 2.675
1958 72.9 55.9 37.6 5.6 172.0 Source: Federal Register
1963 116.0 64.0 $1.0 12.0 243.0 Legislative control of production
Yield per acre ~tons)
1948 10.8 12.2 10.2 10.7 A statistical description of the beet industry,
1953 10.5 13.4 9.5 8.4 however,only gives a superficialpicture. The cx-
1958 12,1 15.0 12.4 13.2 planation of the industry’s problemsand scopeis
1963 13.0 16.5 13.5 15.5 complexand involvesthe impact of various laws
Total output (thousand tons) and governmentalprograms.

Sugarhas hada long andvaried legislativehis-
1958 883 839 464 74 2:260 tory. Somecontrols havebeen imposedon this
1963 1,508 1,056 688 186 3,438 commodityin virtually every majorcountryof the
Total value of sugar beet crope (thousand dollars) world. In the United States, these controlshave
1948 5330 8,750 2,683 499 17,262 ranged from simple tariffs on importedsugarto a
1953 9,328 8,404 4,577 565 22,874 complex seriesof sugarlaws beginning with the
1958 12,352 12,320 6,641 1,1 16 32,429 Jones-CostiganAct in 1934.1 The most recent
l962** 15,654 13,433 8,332 1,787 39.206
* 1 For a survey of sugar legislation see: Special Study onIncludes processor and government payments. Sugar: A Report of the Special Study Group on Sugar of

**1963 data not available, the U. S. Department of Agriculture for the Committee on

Source: U.S. Department of Agriculture. Agriculture, 87th Congress, issued February 14, 1961.
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amendmentsto the sugar laws, enactedin 1962, TABLE 3—DISTRIBUTION OF DOMESTIC SUGAR
were designedto coverthe periodendingin 1966. QUOTA

~/ of basic
Broadly stated,the objective of current sugar

requirement
legislation is to provide U. S. consumerswith a Domestic beet sugar 45.6
safe and adequatesupply of sugarat prices that Mainland cane sugar 15.4

will be fair to consumersand will maintain the Hawai 19,1

domestic industry. This objective is attained by Puerto Rico 19.6
Virgin Islands .3such meansas: limitations on the total supply of —

sugaravailable to consumers,excise taxeson all lOD.0

sugarprocessed,import tariffs or fees, and gov- Surce: U.S. Department z~fAqcu~tuce.

ernmentpaymentto growers.2

Thegovernmentpaymentsaredesignedto main- that eachsugar.producingfarmergetsa fair share
tam grower incomesand to encouragefarmersto of themarket. Thus, if suppliesareexcessive,farm
adjustproduction. Thesepaymentsare also aimed productioncan be restricted,with eachproducer
at assuringgrowersand field workersa fair share allocated a proportional shareof the restricted
of the returnsin theprotectedsugar izidu*~tryand productionin termsof acres,tons of beetsor cane,
at preventing the employment of child labor in or quality of sugar. Such restrictions have not
fieldwork, been imposed since 1960.

In order to carry out thelaw, theU. S. Depart-
ment of Agriculture mustestimatetile amount of Sugar beet prices
sugarthat will he requiredfor domesticconsump- Time pricereceivedby theproducerof the beets
tion over the coming year.This total is then al- has remainedremarkablystablesinceWorld War
lotted to the various domesticand foreign areas ii. The absenceof a distinct trendin pertongrow.
according to a quota system. Under the 1962 er returns,shown in Chart 1, largely reflects the
amendment,thedomesticquotaamountedto about governmentprotection that the industry enjoys.
60 per cent of the basic total requirement;this During the 15-yearperiod, South Dakota led all
quota is divided among U. S. producing areasas other districtstateswith a 511.10per ton average
shown in Table3. The domesticproducingareas return.Montanaaveraged$14.26perton, followed
were also granted65 per cent of any increasein by North Dakotaand Minnesotawith respective
total requirementsin excessof a basic amount returnsof $1 ~.70 and$13.61perton. Thesediffer-
establishedin 1962. Approximately threequarters encesreflect the highersugarcontentof the beets
of any such increaseover the basic quota is allo- producedin the westernareas.The similarity of
cated to the domestic beet sugar area and one price levelsin MinnesotaandNorth Dakotais un-
quarterto the domesticcanesugararea. doubtedlydueto the factthat major productionin

In the eventthat sugarsuppliesshouldbecome bothstatesoccursin the Red River Valley. Higher
excessiveand threatento bring about severeprice yields, of course,togetherwith a stablepricesitua-
declines in the domesticmarket, the Secretaryof tion, havemeant a higher gross return per liar-
Agriculture is empoweredto allocatethe domestic vested acre of sugarbeets.
quota amongprocessors.In addition to establish- The per ton return to the grower consistsof:
ing marketsharesamongthe processors,the See- (1) the paymentsfrom the processorfor the beets
retary is also chargedwith the task of insuring and (2) the direct paymentsfrom the government

under the SugarAct. The 1948-1962averageof
2 For more detail see: The United States Sugar Program both thesepaymentsis shownin Table 4.

Including Sugar Act Amendment of 1962, ASCS Background
Irformation, Bul. No. 19, USDA, Sept. 1962. The government payment is basedon total out-
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TABLE 4—AVERAGE GROWER RETURNS PER TON TABLE 5—SUGAR ACT PAYMENTS TO GROWERS—
OF SUGAR BEETS, 1948-1962 SELECTED YEARS

Processor Sugar Act Payment (thousands of dollars) U.S.
t Dist. beetpaymen Aband. Minn. Mont. N.D. S.D. States area

1948 $1,042 $1,832 $ 553 $ 93 $3,520 $23,206

Production ficiency Total 953 1,690 1,448 841 107 4,086 29,974
Minnesota $11.21 $2.41 $.087 $13.70 1958 2,083 2,093 1,119 174 5,469 36.216
Montana II,84 2.48 .053 14.71 1962 2,781 2,l28 1,414 297 6,620 43,208
North Dakota 11.26 2.44 .091 13.78 Source: U.S. Department of Agriculture.
South Dakota 12.00 2.34 .121 14.46

Source: U.S. Department ~f Agriculture generally accountedfor 20 per cent of the gross
return to thedistrict’s sugarbeetproducers.

put and growing conditions. The rate of output The stability of per ton beetreturnsin the dis-
paymentdeclinesas the volume of commercially trict takes on addedimportancewhen compared
recoverablesugarin the beetsmarketed by the to the downwardtrendamongcropsthatareprac-
farmer increases.A secondandmuch smallerpay- tical alternativesto beets. Thus, the earningsof
ment providessome relief to growers when nat- sugarrelative to other commoditieshavebecome
ural disasterin the growing areahas resulted in more favorable. This situation helps explain the
crop abandonmentor yield deficiency. Govern- district growers’ heightenedinterest in adding
ment paymentsof both types (seeTable5) have beetsto their cropping enterprises.

Chart 1 —Average grower returns per ton of sugar beets*
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The establishment of new production areas and centralNewYork (alsoto be in operationfor
This program, like any other that limits the the 1965 crop).Two previouscommitments,one

supply of a commodity,hastendedto raisesugar in southeasternSouth Dakota, were rescindedbe-
prices. Indeed,the high level of prices,combined causeof inadequateprogressin the establishment
with the stability of sugarbeetincomeengendered of a processingplant. Theseacreageswere reallo-
by the program,has madebeetproductionhighly cated to new areasin Maine andArizona in late
attractive. As a result, domestic sugar interests April of this year. Thus, allocations under the
haveexertedconsiderablepressureto increasethe SugarAct amendmentacreagereserveare corn-
quotafor variousdomesticproducingareasandto pleted.
expandproduction to new areas. The new plant in Drayton, North Dakota, re-

The 1962 amendment,besides increasing the ceiveda 31,000acrecommitment,enoughto pro.
domestic quota, included provisionsfor a sugar ducean estimated50,000tons of sugarper year.

beetacreagereservethatwas to be usedprimarily In addition to the five criteria mentionedabove,
for new production areas. Theseprovisions al- thegovernmentin making thiscommitment,stipu-
lowed for sufficient acreageto support about six latedthat: (1) only farmerswho hadnotproduced
new factoriesduring the period the amendmentis beetsduringthe previousthreeyearswereeligible
in effect. This provision guaranteesthat in the for allotted acreageand, (2) the maximum per
event of acreagerestrictions,the entire acreage farm commitmentwas the smaller of 80 acresor
allotted to a new productionareawill not be re- the acreageon the farmsuitablefor beetproduc.
duced for the three succeedingyears. Acreage tion. Thus, roughly 400 farms in the upperRed
expansion, other than that allowed for in the River Valley will be ableto includesugarbeetsin
reserve, is not protectedbeyondthe general pro. their regular croppingpatterns.
visions of the sugaract.Therefore,intensecompe-
tition has arisenfor the desirablebut limited re- The processing industry3
serve acreage.Without the commitment by the The secondmajor influence on sugarbeet pro.
goverrnnent,thereis no assurancethat sufficient duction is the sugarprocessingindustry.Since the

productionfor the newplantwill continuethrough first U. S. processingplant wasbuilt in 1838,some
the period of the plant’s establishmentif over-all 170 plantshavebeenerectedin the United States,
suppliesof sugarshouldbe excessive. 60 of which are now operating.Theseoperating

Several criteria determine the allocation of plantsare locatedin 14 different states,generally
reserveacreages:(1) the firmnessof the capital concentratedin the western half of the United
commitment for a new plant, (2) the suitability States.California is the leading beetprocessing
of the locality for the productionof sugarbeets, state,with elevenfactoriesanda daily beet-slicing
(3) the proximity of otherprocessingplants, (4) capacityof 34,400tons,or about23 percentof the
the needfor a cashcrop or alternativeenterprise industry’s total daily capacity.
by farmersin the locality, and (5) theaccessibility The history of the industry in the Ninth district
of sugarmarketsand the relativequalificationsof beginswiththeconstructionof a small,short-lived
localities underthesecriteria, plant in St. LouisPark,Minnesota,in 1898. Since

As of January 1964, commitments from the then,14 plantshavebeenbuilt in the district, nine
acreagereservehad beenmade to support four of them now operating(seeChart 2) -

new sugarbeet factories.Thesefactoriesare lo-
catedin California (in operationin 1963), west ~Data containedin this section are taken primarily from

Texas (to commenceoperationthis year), Dray. Beet Sugar Factories of the - U. S., Sugar Division CSS,
USDA, March 1961 and American Beef Sugar Companies—

ton, North Dakota (to be in operation in 1965), 1962-1963,” U. S. Beef Sugar Association.
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The delineation of beet production areas, ac- tal for plant investment.An exampleof this canbe
cording to the plant locations shown on Chart 2. seen in the Breckenridge-Wahpetonarea in the
maybesomewhatmisleading.Forexample,a plant southernpart of the Red River Valley, wherein-
located in Des Moines, Iowa, draws some of its vestorshopedto havea plant in operationfor the
supply of beetsfrom the southcentralportion of 1966 crop. To promote this project, a corporation
Minnesota.This part of thestatealso suppliesthe of about 600personswasformed,To help finance
plant locatedin Chaska,Minnesota. theplant, farmersin the groupagreedto contrib-

In SouthDakota,somesugarbeetsarecurrently ute $1.00 per ton for the first 5 million tons of
being producedin the eastern and southeastern beetsdeliveredto the plant. Further,the city of

Wahpeton planned to issue

Chart 2—Sugar beet factories of the Ninth district $20 million in industrial rev-
enue bonds; the proceedsof
thesebondswould beusedto
build the plant,which would
then be leasedto the operat-
ing processor.~Local finan-
cial participation,particular.

ly by the farmer - investors,
has a further advantageof
assuringthe operatora con-
tinued supply of beetsfor a
considerableperiod of time.

parts of the statefor processingin Belle Fourche. Besidesthe impact asugarprocessingplant has
It is highlyunusualforbeetsto betransportedthis on agriculturalproductionandincomein a local.
distanceto a processingplant, butproductionthere izedarea, it alsohassignificanteffectson thenon-
was begunasa meansof establishinga beetcenter agricultural aspectsof the community.The plants,
with the intention of acquiringa new processing which areusually locatedin rural areas,provide
plant. This area was successfulin obtaining an considerableamountsof seasonalas well as full-
acreagecommitmentfrom the reservein 1962,but year employment.Secondarily,plantoperationre-
when a continuoussupply of beets could not be quirementsandnewemploymentbring to thecom-
assured,the commitmentwas rescinded. munity a host of new service enterprises.Such

In general,the returnsto investmentin a sugar communityactivity is alreadyreportedin Drayton,
processingplant are lower than thosein other in- North Dakota.~Sincemany ruraltownsare closely
dustries.4Thislow return,however,is offsetby the tied to the prosperityof the surroundingagricul-
certainty of a marketand the stability of prices tural producers,it is notsuprisingthat joint efforts
which the SugarAct virtually guarantees.Capital by farmers and townspeopleare madeto attract
for a new plant,whichcanrangefrom $16 million theseplants.
to $20 million, is much easierto acquireby virtue
of this assuredmarket. Farmer-processor relationship

Farmers and community groups, becauseof The individual farmer is restrictedin his pro-
their intenseinterest in acquiringplants in local duction of sugarbeetsnot only by actualor po-
areas, have providedan additional sourceof capi- tential acreageallotmentsbut alsoby hisability to

‘“How to Get Blood From a Beet,” Business Week, p. 58, ~Minneapolis Star, Jan. 16, 1964.
Dec. 21, 1963. 6 Minneapolis Sunday Tribune, Mar. 29, 1964.
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acquirea productioncontractwith the processor. producingfarms in Minnesotaand North Dakota
These contractual arrangements,which have a hasincreasedsignificantly, while numbersin Mon.
long historyin the beetsugarindustry, result from tanahave beensteadily declining.
the processor’sdesireto assurea sufficient supply
of beetsto operatetheplant andfrom the farmer’s TABLE 6—BEEF PRODUCTION: NUMBER OF FARMS,
needto assurea marketfor his output.The Sugar AVERAGE PLANTED ACREAGE AND PER FARM
Act obviously provides a link between farmers’ RETURNS
acreageallotmentsand contractualarrangements. Minn. Mont. N.D. S.D, Dist.

Besides controlling supply, the contracts also Number of beetproducing farms

allow the processorsomemeasureof control over 1948 630 1,973 370 149 3,122

the agricultural techniquesinvolved in beet pro. 1953 835 1,214 524 158 2,758

duction—particularly the timeliness of beet bar- 1958 943 1,307 592 128 2,970
1962 1,062 1,182 605 154 3,003

vest and the quality of the crop. In addition to
gettinghelpwith productiontechniques.thefarm- Average planted acres

1948 64.4 33.4 59.8 29.7er also receivessome productioncredit from the 1953 82.3 36.5 69.4 32.5

processor.Therelationshipbetweenprocessorand 1958 77.7 42.9 64.7 46.3

producerapparentlyoperatesto the satisfactionof $962 :08.8 55.2 92.7 76.0

both, if one is to acceptas typical the resultsof a Per farm returns from beet production

North Dakotastudy7which showedgeneralsatis- 1948 $ 8,460 $ 4.435 $ 7.25 I $3,349 $ 5,529

faction on the part of the producerand little con. 1953 $1,171 6.772 8,735 3,576 8,294

flict betweenthe partiesin terms of decision-mak- 1958 13,099 9,426 $1,218 8,719 10,919
1962 14,740 11,364 12,242 9,071 13,055

ing prerogatives.
The contractsalso specify a scaleof payments Per farm Sugar Act payments

to the producer based on sugar content of the 1948 $1,654 $ 929 $1,494 $ 628 $1,127
3953 2,023 1,166 1,605 676 1.481

beetsproducedand net return8 to the processor 958 2.209 1,602 1,891 1,363 1,841
from the sale of refined sugar. In recentyears, $962 2,619 1,800 2,337 1,903 2,205

growers have receivedabout 58 per cent of the includes processor andgovernmentpayments.
net return. Source:U.S. Department of Agriculture

Sugar beet production per farm
The average beet acreageper beet-producingThe significanceof sugarbeetproduction can farm in the Ninth district typically exceedsthat

best be seenperhapsfrom the viewpoint of the for the United Statesas a whole. Thelargestsuch
individual farm. In 1962, the most recentdatefor acreagesin the district are locatedin Minnesota
which figures are available,3,003 district farms and North Dakota, where in 1962 the average
producedsugarbeets.That numberrepresentsa

grower planted 109 and 93 acresof beets,respec-
negligiblechangefrom the total of 3,122 in 1948. tively. The largestrelative expansionoccurredin
Within the district, however,strikingchangeshave SouthDakota, where a 76 acreaverageof 1962
occurred;asshown in Table6, the numberof beet reflected a 266 per cent growth since 194-8. Per

farm beetacreagesin Montanahaveincreased165
~Loftsgard, 1. D. end W. G. Miller, Contracts and Al-

lotments in SugarBeet Production,Tech. Bul. No.434, Dept. per cent since 194.8 to attain a 55 acreaverage
of Ag. Econ., North Dakota Ag. Exp. Ste., North Dakota in 1962.
State University, Fargo, July 1961. Severalfactors influenceper farm beetacreage.

8 This is defined as gross proceeds less excise tax, freight Given the governmentprogram’sactual or poten-
from the factory to destination, and marketing expenses.
For further detail, see Loftsgard and Miller, op. cit. tial allotments and given the contractual agree’
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ments with the processor,the farmer is not free trend toward larger units in that state. The dis-
to expandacreagesaccording to his individual tribution of farms by planted acreagein the dis-
circumstances.The low relative acreagesin Mon. trict relativeto theU. S. beetareaindicatesa more
tana reflect, in part, thesmallnessof irrigatedfarm pronouncedmove to larger units in the district
units and the necessityto rotate the beet crop to states.
preventthe outbreak of diseaseoften associated
with continuouscropping. Such diseaseproblems TABLE 7—DISTRIBUTION OF FARMS BY SIZE OF
also set limitations on acreagesize perunit in the PLANTED ACREAGE, 1955. 1959, 1962

Acres
corn belt area of the district. In the corn belt the No. of 0.1- 25.0- 50. 100- 200 &
farmer-growerusually has many other economi- farms 24.9 499 99.9 199.9 over
cally feasiblealternativesandhasthereforetended 4-States (per cent of total)

to minimize beet production. In the Red River $955 2,878 23 37 29 tO I

Valley, on the otherhand,beet-growingconditions 959 2,961 18 39 30 II 2
1962 3,003 8 24 41 21 6are ideal. In addition, Valley producersneed a

row crop for weedcontrol,and the beethasbene- U. S.
$955 24,855 58 26 12 3 I

ficial effectson Valley soils.As aresult, the larger 1959 25,259 51 30 14 4 I
beetacreagesare typically found in the RedRiver 1962 22,856 35 32 23 8 2
Valley. Source: U.S. Department of Agriculture

The increase in per farm beet acreageis die’
tated largely by the costs of production. Sugar While the optimum sizeof the beet unit cannot
beetproduction,like many otherfarm operations, be explicitly statedfor eachproducingareain the
showsincreasingeconomiesof scale;that is, asthe district, researchin the Red River Valley provides
per farm beet acreageexpands,the averageper some generalindicationsof that size. One study
acre cost of production tends to diminish. This found considerabledeclines in averageper acre
factor takeson a greaterimportancein beetpro- costsasthenumberof beetacresperunit increased
ductionthan in the productionof themoretypical up to 80 or 90 acresbut little additional cost ad.
farm cropsbecauseof the beet’sspecializednature vantagebeyondthatpoint.9Furthermore,asgrow-
and becauseof the relatively large investmentin ers continueto adapttechnologiesto beetproduc.
capitaland labor it requires.That farmersrecog- tion, the optimum sizecanbe expectedto increase.
nize this principle can be seenin the distribution Additional evidenceof the movementto larger
of farm numberswithin variousbeetacreagecate- size units is provided by the farmersthemselves.
gories. As shown in Table 7, the proportion of Whenaskedhow they would adjustacreagesize if
farmers in the larger acreagecategorieshas risen all restrictionswere removed,mostof the growers
conspicuously. includedin thestudycited abovestatedthey would

Again, the influenceof the large beet acreages increasethesizeto the 120-200acrecategory.Most
in theRed River Valley is seenin the statefigures of thesefarmersalso related that they could in-
for Minnesotaand North Dakota: 84 percent of creaseacreageswith little changein their labor
beet-producingfarmsin Minnesotaand88 percent needsor in their currentinvestmentin machinery
in North Dakotahadmorethan 50 acresper farm or land.Much thesameresponseon thepart of the
given over to beetsin 1962. In South Dakota, 52 (Continuedon page 1h
per centof the beet’producingfarms were in this
category.Although small unitsarestill the rule in 9Jensen,H. R. and 1, H. France, Cost andAdjustment

Opportunities in Sugar Beet Production in the Red River
Montana (only 45 per cent of the farms in 1962 Valley, Series No. 523, Dept. of Ag. Ecor., U. of Mino., St.
had 50 or more beet acres), there is a distinct Paul, Minn., July 1962
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conditions.

E conomicactivity in theNinth districtexpanded somewhatless than usual gains and the cuuiitry
further during the first quarter of 1964. Retail h~mkaa bit more. Loan demandat the largercity
sales were good. The industrial use of electric bankswasnoticeablyweak duringthe quarterjust
powerwas8 to 9percentaboveyearearlierlevels, endedbut somestrengthin demandwasobserved
which indicates expansionin the district’s total in late March andin early April. Farmersappear
manufacturing output. District construction has to be borrowing aggressivelynow as spring farm
been particularly strong as measuredby employ- operationsget underway.
ment, building permits,andcontractawardsdata. District bankliquidity, asmeasuredby the loan-
Bank debitsduring the first quarter averageda depositratios, has been holding steadyat about
strong 14 per cent aheadof the first period in the same ratesas in 1963.Furthermore,member
1963. And finally, the district’s total personal bankshavenot beenborrowingfrom the Federal
income series (based on data for the first two Reservebankto any greatextentin recentmonths.
monthsof the year) showsan approximate4.5per As a further indication of liquidity, memberbanks
cent gain from the sameperiod a yearearlier, havebeennet sellersof federalfunds much more

A few of theeconomicindicatorseasedoff abit often than they have been net buyerssince the
in Marchfrom the strongupwardratesof January first of the year.
andFebruary,but this is explainedby betterthan
averageseasonalweatherearly in theyear andby

particularly severeweatherin March which retard- - -

The /a11owiti~.,’.tekcn-( Copics 1fe.~cI-4brJ)ar;uular
ed salesand hinderedoutsidework.

In general, businessmenare optimistic about °‘~P~’~of the di$t,iet s currcnt economicscene:
economicprospectsfor thissecondquarter.About
the only discouragingprospect is the trend to- NINTH DISTRICT MINERAL
wards lower farm incomes.Farm prices, particu-
larly livestock prices, are below year-agolevels, PRODUCTION EXPANDS
and thereappearsto beno immediateprospectfor The outlook for mineralproduction in the dis-
improvement.Furthermore,a shortageof subsoil trict is favorablefor further expansionthis year.
moisture in the westernareasof the district may Copperoutputhasbeenrisingannuallysince1950,
reduce yields somewhat. and iron ore output, which declined to a low

In banking, the trend of deposits at member point in 1959,hasbeenmakinga gradualrecovery
banks was about averagefor the period during sincethen.As of yet, thedeclineof employmentin
thefirst quarter,with thelargecity banksshowing the districtmining industryhasnot beenarrested.
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Each year fewer workers are on companypay-
rolls, but the utilization of moreequipmenthas
created more employment opportunities in sec-
ondaryindustries.

Thedemandfor bothcopperandiron oreshould
continuefairly strong in 1964. In 1963,the con-
sumptionof copperin theUnitedStatesaggregated
1,422,000 tons—within a few thousandtons of
the recordhighsin 1950 and 1953.The consump-
tion of iron ore totaled 104 million gross tons,
higher than in any year since 1957.The general
economic expansioncurrently taking place will
result in larger quantitiesof theseraw materials
neededto fabricateboth producerand consumer
products. For instance,the sale of automobiles
and otherconsumerdurableshas been at a high
level.

Although copper produced in district mining
regions accountsfor only one seventhof total
domestic consumption, the demand at district
firms is sensitiveto changesin annualconsump-
tion. Therefore,thereis a fairly close annualrela-
tionship betweenU. S. consumptionand the ton-
nageproducedin this district. Furthermore,since
1950, tonnageof copperproducedin this district
has increasedfrom 6 percent to 14 per cent of
total U. S. consumption in recent years. (see
Chart 1). The annualproduction of iron ore in
this district is still over half of the total U. S.
consumptionand obviously is tied closely to the
annualrise or declinein thetonnageusedby U. S.
steelmills. District productionhas declined from
77 percentin 1953 to 53 percent in 1963 of U. S.
consumption(see Chart2).

The activity in district mining regionsin early
1964 suggestssome expansionthis year. A new
copperconcentratorwas completedat Butte,Mon-
tana, and operationwas startedduring the first
quarter. In Upper Michigan, new depositshave
beentappedandnewequipmenthasbeeninstalled
to expandoutput.

Some iron ore producers are also increasing
their output. Oliver Mining Companyis expanding
its operationsin Minnesotato producemorethan

Chart 1 — Mine production of recoverable
copper in the Ninth district, and consumption
of copper in the United States

Chart 2—Iron ore shipments from Lake Su-
perior U.S. ports and total iron ore consump-
tion at U.S. iron and steel plants

the 14 million grosstonsof lastyear.In December
1963, the Cleveland-CliffsIron Company,thelarg-
est iron ore companyin Michigan, completeda
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concentratorand an agglomeratingplant at the
Empire mine south of Negaunee,its third devel-
opment for the productionof highgrade iron ore
pellets. By January,this projectwas operatingon
a three-shift,sevenday-per-weekschedulereaching
the projectedcapacityof 1,200,000tonsof pellets
peryear.Cleveland-Cliffsalso hasannouncedplans
for building a multimillion dollar pelletizingplant
to agglomerateundergroundoresin theIshpeming
area. PickandsMather and Company extended
their work scheduleat an undergroundmine at
Bessemer,Michigan, from one shift of four days
per week to two shifts of five days per week, r-
calling aboutseventy men. Furthermore, several
companiesare engagedin engineering and cost
studiesto developnewdeposits.If operationsprove
economically feasible, the companiesmay con-
struct concentrationand pelletizing plants and
thereby expand the output of pellets in future
years.

Transportationcompaniesanticipatelargership-
mentsof LakeSuperiorore in 1964.Theshipping
seasonwas openedon April 2, much earlier than
the typical date in late April. The Pittsburgh
SteamshipDivision of U. S. Steel will operate40
shipsthis year,five morethanlastyear.Railroads
in the iron oremining regionshavemadeprepara-
tionsto haula largertonnage.Accordingto reports
from the headof the Lakes, the Duluth, Mesabi
and Iron RangeRailway may move800,000more
grosstonsthis yearthanin 1963.TheChicagoand
North Western Railway’s ore dock at Escanaba,
Michigan,will be rebuilt andthe harbordredged
to accommodatethe largestoreboatson theGreat
Lakes.

In spiteof the expansionin the production of
copperandof iron orepelletssince 1955,employ-
ment in district metal mining since 1957 has
declinedannually, except in 1960, when employ-
ment in iron ore mining rosesharply.In 1957,
monthly employmentin mining averaged38,500,
while in 1963, it wasonly 22,300 (seeTable).

In copper production,monthly employmenthas
declined from about 12,000 to 7,000 in the last
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six years. The adoption of new mining methods,
madeeconomically feasiblewith new equipment,
hasraisedoutputper worker.The new equipment
installedhas createdemploymentopportunitiesin
the equipment-fabricatingindustrial centersbut
not in the mining regions.

In iron ore mining,employmenthasfallen from
26,600 in 1957 to 15,300 in 1963.Whentaconite
pellets were first producedin commercial plants,

it wasestimatedthat two anda halftimes asmuch
laborwould be requiredto producea ton of pellets
as wasrequiredto producea ton of naturalore.
But with the rapid rise of labor productivity in

taconiteplants,it now takesno moreman hoursto
producea ton of taconitepelletsthana ton of high-
gradeore upgradedby an elementarymethod of
benefication.

AVERAGE MONTHLY EMPLOYMENT iN
DISTRICT METAL MINING

(in thousands of workers)
Copper Iron Ore

Mon- Upper Minne- Upper Grend
tana Michigan Total sofa Michigan Total Total

1949 7.5 1.7 9.2 142 &9 21.1 30.3
1950 7.4 2.2 9.6 15.6 7.9 23.5 33.1
1951 8.1 2.4 10.5 16.9 8.2 25.1 35.6
1952 8.1 2.1 10.2 14.6 7.4 22.0 32.2
1953 8.3 2.6 10.9 18.6 8.9 27.5 38.4
1954 8.2 2.8 11.0 16.0 7.5 23.5 34.5
1955 7.1 2.6 9.7 15.7 7.4 23.1 32.8
1956 8.6 3.3 11.9 ~7~5* 7) 24.6 36.5
1957 8.7 32 11.9 $8.9 7.7 26.6 38.5
1958 5.3 2.9 8.2 15.6 5.6 21.2 29.4
1959 45’ 25~ 7.0 35* 4.8* 18.3 25.3
1960 45* 26* 7.1 16.6 6.1 22.7 29.8
1961 42 2.9 7.1 13.5 4.4 17.9 25.0
$962 3.9 3.0 6.9 12.9 4.3 $7.2 24.1
1963 4.1 2.9 7.0 11.2 4.1 15.3 22.3
*Labor~managemenfdisputes.

Source: State employment releases.

BANK CREDIT
Outstandingloans at district niciziber basiks,

after showing an unusually small increaseof $7
million during February,movedaheadin March



at a morenormal pace.The increasetotaled $21
million, considerablybetterthan the gain of last
March andslightly abovethe averageincreasefor
the period.

Loansat weekly reporting city banksadvanced
only $6 million to accountfor a relatively small
proportionof thetotal March expansion.Consumn-
er loans were U~ more than usual at city banks,
but not enoughto compensatefor the continued
slow paceof commercialand industrial loans.At
country banksthe March increasein loanswasa
fairly sizable$15 million, about twice the usual
gain for the period. A strongdemandfor creditby
farmers accountsfor part of this extra-seasonal
expansion.A recentlycompletedsurveyof country
bankersindicatesthat farm demandfor operating
loanshasbeenhighduring the pastseveralweeks.
Real estatecredit has also been in demandas
farmershaveattemptedto stretchout their debt
load and bring debt servicingpaymentsto lower
levels that correspondmorereasonablywith their
reducedincomes.

Bank investments, which usually decline in
March, were up $15 million with acquisitionsof
state,local, and federalagency issuesaccounting
for the bulk of the rise. At city banksthe increase
in investmentstotaled $16 million, considerably
morethantheusualMarch increase.Sincedeposits
wereoff during the month, city bankersfinanced
their securitypurchaseswith funds obtainedon a
temporarybasisthrough the federalfunds market.
Tnvc’~tmentsat country banksdeclined$1 million
as securitiesweresold in order to accommodate
customerloan demands.

A broaderperspectiveon recentcredit develop-
merits canbe obtainedby consideringfirst quarter
changes.As indicatedin Table 1, both loans and
investments were down during the first three
months of the year despitethe increaseswhich
occurredduring March. The drop in investments,
however,was relatively minor in comparisonwith
the averagefirst quarterdownswing of the last
four years.Loans presenta completelydifferent
picture.The $24million first quarterdeclinestands

in sharpcontrastto the ~5I million advancein the
comparablemonthsof 1963,as well asthe average
first quarter increaseof $38 million. Most of the
decline in loans must be attributedto a reduced
demand for commercial and industrial loans at
city banks.Indeed,hadcommercialloansincreased
during the first threemonthsof the yearas they
have during correspondingperiods in the past
four years,total loans in the. district would have
re~yistereda $30 million increaserather than the
actualdeclineof $24 million.

IA6L~ i—ChANGe ~N LOANS ANU INV~SIM~NlS

End of December through End of March
(millions of d&ors)

Frst Quarter
First Quarter Average

$964 $963 1960-63
All Member Banks

Total credit $ —37 $ —$6 $ —23
Loans* —24 5! 38
Investments —13 —67 —6$

Weekly Reporting City Banks
Total credit —28 —$9 2

Lo~rs* —40 5 IS
Investments 12 —24 ----13

Nonweekly Reporting Country Banks
Total credit — 9 3 —24

Loans* $6 46 23
Investments —25 —43 —47

• S ur~rqin~e~b3-~kloans.

Th~expansionin loansand iaivestziieutswhich
occurredduring March appearsto havecontinued
into April. During the two weeksendedApril 8,
total credit at city banks,possiblybecauseof sub-
stantialdepositinflows, increased$~million with
stronggains of $11 million in loansand $22 mil-
lion in security holdings.Most of the loan expan-
sion resultedfrom increasesin creditsto consum-
ers, brokers and dealers,and nonbarik financial
institutions.Commercial and industrial loans, in
keeping with the first quarter pattern, declined
$5 million. END
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(Sugar beets: the district’s potential:
con.tinued from page 9) The returnto sugarbeetproduction,relativeto

other crops in the Valley, representsperhapsthe
growersWaS foundin anotherstudyof Valley beet most favorablealternativecomparisonin the dig-
production,’°which indicated that given 1939 trict. At what might be consideredthe otherend
price levels,almost90 percentof the growersde- of the comparativescaleis the situation found in
sired larger beet acreagesthan they were then southern Minnesota.Under current price condi-
maintaining. tions, the beet crop there is rated only slightly

Per farm income from sugar beet better than corn as an alternative income pro.
production ducer.” Thenet returnadvantageof beetsin that

Sugarbeetscanprovidean iniportantsourceof area,however,is offsetby largercapitalandlabor
cashreceiptsto the individual grower.In 1962 the requirementsand by the farmers’ preferencefor
averagegross incomefrom sugarbeetsper beet- corn production. Evidence would seem to give
producing farm in the Ninth district amountedto sugarbeetproductionin the district’s westernirri—
$13,055,rangingfrom aper farm highof $14,7~ gatedpartsaboutthe samestatusas it has in the
in Minnesotato a low of $9,071 in South Dakota. corn belt areas.
Per farm sugar beetincome has grown steadily, In areaswhere beetsare not so favored as an
and in Montanaand South Dakota it has more alternativecrop, the processorshaveexperienced
than doubled since 1948. This trend, of course, some difficulty in contracting sufficient acreages
reflectsbotha higheryield andan increasein the to operatetheir plantsat capacity.The failure to
averagebeet acreageper farm, completethe plant in southernSouth Dakotare-

Becausethe productionof beetsis typically only fleets the farmers’ decisionsto shift to alternative
onephasein the individual grower’sover-all pro- cropsand their reluctanceto divert sufficient re-
duction program, it is difficult to assessthe net sourcesto the production of beets rather than
incomeattributableto the crop. We canget some traditional crops.14 Recognition of the competi-
indication of its value within the over-all farm tivenessof alternativecropsin theseareasis also
enterprise,however,by comparingbeetswith al- evidencedin the many steps that the processors
ternativecrops.In 1963,an evaluationof cost and taketo assurethemselvesof a continuoussupplyof
returns of major field crops in the Red River beetsbeforecommitting themselvesto new plant
Valley revealedthat beetsreturnedapproximately projects.
$52.80 per acre to the grower after production

The future of beet production
expenses,as comparedto a per acre return of
$36.20for wheatand$29.80for potatoes.11 As implied in the discussionof alternativecrop

That beets are currently a particularly good options,the future of beet productionin the dis.
alternativecrop in the Valley is suggestedby the trict dependson prevailing price differencesbe-
large numberof applications from that areafor tween beetsandalternativecrops. An estimateof
commitmentsfrom the acreagereserve.More di- potential sugar beet production in the United
rectevidenceis foundin thefact thatwhenacreage Statesin 1970,madeundervarying priceassump-
was restricted,during the period from 1955 to tiofls,15 yields the projections for the Red River
1960, requestsfor allotments exceededthe total
allotted by as much as 23 per cent.12 12 Loftsgard and Miller, op. cit.

l~Sundquist. W. B., “Projected Sugerbeet Production in
10 Loftsgard and Miller. op. cit. Minnesota’ Ag. Exp. Ste., Univ. of Minnesota, St. Paul.

11 Sobering, F. D. ond L. D. Loftsgard, Crop Costs and 1963.
Returns, Cir. FM.63-7, Co-op Ext. Serv. and Ag. Exp. Ste., 1-A Ru~e Marvin, ‘~YouCan Make Money With Sugar
North Dakota State University, Fargo, March 1963. Beets, Nebraska Farmer, p. 8, Jan. 4, $964.
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Valley and southernMinnesotashown in Table8. would notinducemuch greaterproduction.Under
Theprojectionswerebasedon theassumptionthat conditionsof lower prices, beetproduction in the
the alternativepricesfor othercropswould be the Valley would be reduced,but not nearly as much

as it would undersimilar circumstancesin south-
ern Minnesota.Theestimatedproduction response

TABLE 8—ESTIMATED SUGAR BEET PRODUCTION
—1970, SELECTED AREAS IN MINNESOTA to changesin prices in areasincluding Montana

and South Dakotawas similar to that occurringRed River Southern
Valley Minnesota in southernMinnesotabut with lessfluctuation.

Production with $959 beet prkes While the above estimatesare instructive in
Total acres 180,000 36.000
Total production (tons) 2,070000 432.000 conceptualizingthe value of beetsas comparedto

alternativecrops, and in suggestingthe potential
Production with beet prkes 25 per cent above 959

Total acres 200,000 200.~ importance of future beet production in the dis-
Total production (tons) 2260,000 2.420.000 trict, they cannot give a realistic prediction of

what the futurewill actually bring. For one thing,
Production with b..t prices 25 per cent below $959

Total acres 90.000 8,000 the government’sprotectionof the beet industry
Total production (tons) 1,035.000 96000 virtually guaranteesstability of price levels, which

Source: “Projected Sugar Beet Production in Minnesota in may give beetpricesa futureadvantageover other
$970’ by W. B. Sundquisf, Ag. Exp. Ste., University of agriculturalprices. Moreover, the future of beet
Minnesota. production must be discussedwithin the frame-

work of a highly controlled industry andnot of
prime determinantsin the changein beetproduc. one characterizedmainly by price-responsiveness.
tion. As revealediii thetable,production in south- What will happento the beet in the district will
em Minnesotaappearsto be highly responsiveto dependmoreon theworld situationandtheextent
price. The advantageof beetsover other crops, to which sugarpolicy is usedas an implementof
given 1959 prices, would not result in a much foreignpolicy. Theseconsiderationswill be offset
largeroutput than in 1970. With higher or lower to theextentthat thedomesticindustrysucceedsin

priceassumptions,however,productionwould cx- expandingits own quota. Finally, production in
pandor contractconsiderably.The situationin the localized areaswithin this district will dependon
Red River Valley is different.While someexpan- thewill of Congress,the advantagea given region
sion in productionwould occur underthe current cangainin competitionwith others,and,of course,
price assumption,additional incrementsto price the locational preferenceof the sugarbeet proc-

essors.
15 Special Study on Sugar. RICHARD J. HERDER




