
Contents:
Potafoes from the V&~ey p. 3
Current cond~fions~nthe 9th dsfr~cf. p. $0

FED~tAL S~RV~ B~&NX QF MI~TN~ELA.PQLXS

JULY 1963





Potatoes from the Valley

The Red River of thenorth begins whereNorth sand hundredweightthe same year. The major
Dakota, South Dakota and Minnesota meet. As potato producingcountiesof this fertile northern
it meandersnorthward, it describesthe Minne- plain can be seen on the accompanyingmap.
sota-NorthDakotaboundary, traversesthe Cana. Shadingdenotescountiesproducingmorethanone
dian provinceof Manitobaandultimately empties million hundredweightof potatoesin 1961. The
into Lake Winnipeg. On either side of the river Minnesota portion of the Valley accountedfor
fan out some of the mostproductivelandsin the more than 73 percentof that state’s 1961 potato
world—the rich, black soils of the Red River output. Ninety-sevenpercent of North Dakota’s
Valley. outputwas Vaiiey.grown thatyear.

Here, fertile soils combinewith favorable cii- Ruddy,plump, “Red River Reds” are the prin-
matic conditionsto producean abundanceof high cipal output of Valley potato growers.Sixty.five
quality wheat, barley and other small grains, as percentof shipmentsout of the Valley during the
well asflaxseedandsugarbeets.Thesesameideal 1961.1962marketingyearwere red varieties (pri-
growing conditions nurture Red River Valley manly l’ontiacs, Norlands and Red LaSodas).
potatoes. Theseround,firm tubersareknown for their excel-

Early settlersin the Valley grew potatoespri- lent flavor and high dry matter content.House-
manly for their own table needsand addressed wives desirethem particularly for their excellent
major farming efforts to wheat raising. In the boiling and mashingqualities. As a result, the
early 1900s,however, as growing urbanpopula- bulk of the “reds” are marketedas table stock.
tions providedeNpandedmarketsfor potatoesand Principal markets are scatteredthroughoutthe
as improved transportationfacilities made ship. centraland southeasternU. S. To a lesserdegree,
ping possible,Valley farmersbeganthe commer-
cial productionof potatoes.

Fromearlyadventuresin growing andshipping
Valley potatoeshas evolved the potato industry
of the RedRiver Valley as it is known today.Cur-
rently, this industrycovers the growing, process.
ing and marketingof nearly 24 million hundred-
weight of potatoeseachyear. In 1961, the Val.
icy’s 2.20() commercial growers producednearly
12 percentof the total U. S. crop of fall maturing
potatoes.This rankedthe Valley third in the na.
tion as a regiongrowing latepotatoes;only Idaho
and Maine exceededthis mark.

North Dakota’s Walsh County is the leading
potato producer in the Valley, harvesting5,664
thousandhundredweightin 1961. (~o~ebehind is
Polk County, Minnesota,producing 4,526 thou.
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Valley potatoes reach consumersin the Pacific mechanicallyandenablesbuyersto receivethesize
Northwestand on the East Coast. potatopreferred.

Most table stock is washedand waxed before In addition to “Red River Reds,” large quan-
leaving the Valley. “\Vashed and waxed” is the tities of white potatoes are grown in the Valley
term given to potatoes that have been washed, eachyear. Kennebecs,Irish Cobblers,andRusset
brushed,rinsed,graded,sized. waxed and pack- Burbanksare popular white varieties.Whites are
agedin preparationfor retail sale. Theseopera. desired by manufacturersof potato chips and
tions are usually performed under one roof on frozenfrenchfries. During the 1961-1962market.
an assemblyline basis.The finished pack nlay he ing year,morethan 3,500thousandhundredweight
in 5, 10, 25, 50, or 100-poundcontainersmadeof of white potatoeswere shipped out of the Val-
plastic, paper,mesh or burlap. ley----—principallyto satisfy processingneeds.

The potatoesare “waxed” by the applicationof A considerablenumberof Valley potatogrowers
red vegetabledye, which accentuatesthe inherent concentrateon the production of certified seed
red colorof the potatoskins. Thisprocesswas in- potatoes.The hardy, disease-freestock produced
auguratedabout 15 years ago on the demandof in the Valley is purchasedby growers all over
potatobrokerswho insistedthat the (he enhanced the U. S.—aswell as by growers in the Valley.
eye appeal and, thus, sales.Most potato packers Some seed is shipped to South America, and
disfavor waxing. They feel the processis a nui- prior to recentpolitical flare-ups,considerableseed
sance,and, moreover,the coloring is employed was sold in Cuba. Certified seed accountedfor
by someshippersto camouflageminor bruisesand more than 17 percentof thepotatoesshippedfrom
skinning.Thus, quality control is not as stringent the Valley during the 1961-1962 season.Table
asit might hein the absenceof addedcolor. Many 1 depictsthe dispositionof Red River Valley po-
housewivesvoice disapprovalof the addedcolor [aLoesgrown in the Valley during the 1961.1962
that can stain handsand clothing, but consumer marketingyear. During the year, a federaldiver.
surveys indicate that waxed potatoesoutsell the
unwaxed on growers’ shelves; so waxing con-
tinues.

Potatoesare graded immediately after they TABLE 1—DISPOSITIONOF POTATOESGROWN
are washedandrinsed and beforewaxing. Skilled IN THE RED RIVER VALLEY 1961 CROP
employeessort tablestock tubers into three cate- CWT

R.ds shipped from Valley 6964.400
gonles.U. ~. J\o. 1 is the term given to souna Whites and Russets shipped from Valley 3,7t 1,600

potatoesof regularshapepossessingno more than Cerfifi.d s.edshipped from Valley 2,286,400

very slight defects.No. 2 are potatoesof gen- Certified seed planted in Valley 2,500,000.

erally good quality which possessminor defects Processedin Valley 1,300,000

suchthat no morethan 10 percentof the potato D~’Ch1i0flProgram 4.790,000

needbe trimmed. A potato requiring more than
a 10 percenttrim is a cull. Common potato (le- TOTAL production in Valley 23,990,000

fects are bruises,cuts, scald (undueexposureto
sunlight), sprouting and skinning. Careful han-
dling of potatoesduringharvest,storageand pack-
ing is necessaryto keep theseinjuries to a mm- sion programwasemployedto channelinure than
imuin. 4 million hundredweightto non-fooduses.This

Prior to packaging,potatoesare sized in an ef- program is not in effectevery year. The “other”
fort to insureuniformity in thepack.This is done categorycited includes: potatoesconsumedlocally,
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plus potatoshrinkagein storage,plus small ship- diseasefree. Thus, most Red River Valley potato
mnents from the V alley that werenot recorded. fields undergothreecultivations and threeto five

sprayingsor dustingsduring the summer.Some
Cultural practices large-scalegrowers use airplanes to makespray.

More than 200 thousandValley acreswere de- ing faster and easier.
voted to theproduction of potatoesin 196L The Two weeks prior to harvest, potato vines are

typical grower raisesbetween 100 and 200 acres killed. This servesto maturethe potato andalso
annually,with per farm acreagerangingfrom less to toughen potato skins to the rigors of harvest
than 50 on up to 1,000or more acres.The trend andpacking. \ inesare killed mechanicallyby ma-
is toward fewer and larger potato producers—a chinescalledrotobeaters,which operatelike giant
trend that parallelsdevelopmentsin other sectors eggheatersto annihilatepotatovines. Sonicgrow-
of U. S. agriculture. ers apply chemicalvine killers prior to rotoheat-

Largeandsmallgrowersemploy aboutthesame ing to kill the vine slowly andallow storedfood to
culturalpracticesto producea crop.Thefirst week be transferredfrom the vine to the tubers.The
of May usually finds growers seedingpotatoes. result is a potato of higher specific gravity—a
Most seedingis done on fall plowed or summer condition especially desirable to potato chip
fallow land that has beenthoroughly tilled just manufacturers,
prior to planting. Into this seedbedtwo or four The harvesting of Red River Valley potatoes
row plantersdisburseabouttwelve hundredweight usuallybeginsduring the first week of September.
of treated seedpiecesper acre. Seed pieces are A few potatoes for the manufactureof potato
cut mechanicallyor by hand in order to obtain chips was be dug as early as mid-August, how-
more plants from a given quantity of seed p0- ever.In yearspast,horseor tractor drawndiggers
tatoes.The seedpiece must be largeenoughto in- lifted potatoes from the ground, separatedthem
chideaneyefrom which theplant maysproutand from the soil and dropped them back to the
also to contain enough stored food to sustainthe ground to be hand-sacked.Modern potato bar-
new plant until it can manufactureits own sup. vestingequipmentoperateslike a huge,portable
ply. Prior to planting,seedpiecesaretreatedwith assembly line, with one end burrowing for po-
chemicals to reduce the likelihood of disease, tatoes and the other end emitting the harvest.
Seedingrateis governedby moistureavailability In the interval, the machinehas removedmost of
andsize of potato desired.If too many plantsare the vines and conveyedthe productpastworkers
grown peracre,theremaynot beenoughmoisture poised to remove any remaining vines, severely
to maturethe crop. (Virtually all Valley potatoes damagedpotatoesand foreign materialssuch as
derive their moisture requirementssolely from rocks or dirt clumps. Conveyorsthen bulkload
the 18 to 22 inchesof natural rainfall receivedin potatoes into trucks keeping pace alongside the
the Valley annually.) If the plant stand is too digger; when filled, the trucksdeliver the product
thin, the tubersmay grow excessivelylarge and to a washplant or to storagefacilities.
thus be undesirableto consumers. Thetotal costof planting, maintainingandbar.

lu help insure vigorous growth, many pro- vesting a crop of Red River Valley potatoesex-
durers apply commercialfertilizer to their potato ceeds$100peracre.Thiswasreflectedin a recent
fields. High nitrogen content fertilizers are used study of production costs of 82 Valley growers.’
either at the time of planting, as a side dressing The range in size of operationswas from 95 to
after plantshaveemerged,or both,

After potato plantshaveemergedfrom the soil ‘Loffsqard, Laurel D. and Maier, MoMn, ::Red River Valley
Potato Production Costs and Practices, 1963 Farm Ri-

they must be kept weed free, insect free and search; Vol. 22, No. 9, pp. 11.13,
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1,005 acres. The averagecost of production for use and machineownershipcosts) and $79.25 of
these growers was $105.15 per acre, applied variable costs. Principal variable costs per acre
to the 1960 crop. Costs included $25.90 of were: seed, $50.00; labor, $16.80; fertilizer,
fixed costs (about evenly divided between land $11.70; and trucking, $7.20. Table 2 displaysa

1)reakdown of production costs incurred by the

TABLE 2— CAPITAL INVESTMENT AND surveyed growers. Thesegrowers had, in addi-
tion tO costs indicated, an averageof $56 perPRODUCTION COSTS FOR RED RIVER VALLEY

POTATO GROWERS acre investedin productionmachineryand equip.
ITEM ALL GROWERS ment—whichillustratestherequirementsfor costly
Average potato acreage 287 acres equipmentto producepotatoes.Growersreported

95 to averageyields of 145 hundredweightper acre,
Range in potato acreage 1,005 acres resulting in an averageproductioncostof 73 cents
Investmentin production machinery and per hundredweight.

equipment (per acre) $56.00
After potatoeshavebeendug, a portion of theFzed costs (per acre)

Land .‘ 2.00 crop is marketed immediately. Table stock is
Machin, ownership

2 13.90 washedand waxed and shipped to coii~umnption
Variabl, costs (per acre) points. In addition, sonic processingstock will

Seedbed preparation and planting move dry (without washing) to processorslo.
Seedbed preparaflon 1,30
Seed (12 cwt. @ $2.50) 30.00 catedin the Valley or other partsof thecountry.
Fertilizer 11.70 However,the bulk of the annualoutputof Valley
Treatingchemical .95 potatoeswill move into the voluminous storage
Planting and trucking 1.25 facilities of the Red River Valley. In the past,
Labor ($1.25 per hàur) 4.55

most Valley storagefacilities were of the under.TOTAL $49.75
Summeroperations, up to harvest ground type located on farms. Thesewere huge

Chemicalsand water 4.10 cellars with earth-coveredroofs. This was eco-
Repair, oil and fuel for tillage, chemkal nomical storage, but it necessitatedconsiderable

application and Vine kilUng 2,60
Labor ($1.25 per hour) 2.35 moving and handling of potatoes before they

TOTAL $9.05 reachedthemarketplace,andthis tendedto lower
Harvesting potato quality. In addition, control of temper-

Harvester repairs 1.70 atureandhumidity wasdifficult. In recentyears,
Other repairs, oil and fuel 1.65 considerable above-ground storage has been
Trucking 7.20

erectedin the Valley; much has been concen-Labor ($1.25 per hour) 9.90
TOTAL $20.45 trated near rail lines for easeof crop shipment.

Total fixed costs (per acre) $25.90 This storageusuallyoffers automatictemperature
Total variable costs (per acre) $79.25 and ventilation control plus a washing and wax-

ALL COSTS (per acre) $105.15 ing line in the same building. Potatoescan be
Average 1960 yields2 145 cwt.

TOTAL COST PER CWT, $ 73 transferredfrom storagebins to washervia flumes
—channelsin the concretefloor through which‘Based on usual cash rent,

2lncludes depreciation, taxes, insurance where appli. water may flow, gently floating potatoesto their
cable. *rid intereston investmentfor all machineryand destination. Many facilities of this type have
equipment (including trucks) used for potato produc-
tion. For machinessuch as tractors and some titlaqe’ been built by individuals who sell or lease bin
equipment, only that portion of fixed costs eftt~butable spaceto other growers. Such growers then pay a
to potato production was charged, fee of about 65 centsperhundredpoundsof p0-

3lncludes all varieties,
tatoesto havetheir table stockpacked and mar-
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keted by the connectingwash plant. U. S. potato priceshavebeensubjectedto severe
Table stock will be taken from storage and fluctuations.Evidenceof this canbe seenin chart

marketed during the course of the winter and I on the next page. Only the period 1943-1950
spring; most of the cropwill be marketedprior experiencedrelatively stable potato prices — a
to theendof May. period when Governmentprice supportsapplied

The storageof potatoesto be processedcan be to potatoes. Prices received by Valley potato
considerablymore complex thanstorageof table growers have approximatedthe national move-
stock. Processorsof chips and french fries need ments.
potatoescontaining a high percentageof starch Violent changes in potato prices can result
relative to sugar. Sugar becomescharredwhen from relatively minor changesin the volume of
subjectedto hot frying oils and, therefore,pota- potatoesmarketed.Thisis becauseconsumerstend
toes with high sugarcontentdarken prohibitively to eatalmostthesameamountof potatoesregard-
when processed.However, with correct tempera- less of whetherpricesare high or low, The U. S.
ture control in storage,potato sugarswill break public will increasepotatoconsumptionreluctantly
down into starch, renderingthe potatoessuitable — respondingsluggishly only in the event of cx-
for processing.Thus, strict temperatureand hu- treme reductions in price. It has been observed
midity control are essentialto the proper storage that retail potatopriceschangednearly 5 percent
of processingpotatoes. to incur a 1 percentchangein consumptionduring

Potato sprouting is undesirableto buyers of the period 1948.1958,2 To illustrate this effect,
table stock and processingstock. Unfortunately, if the price of potatoes were dropped from an
potatoes have a tendency to sprout in storage, arbitrary $2.00 per hundredweightto $1.00 per
particularly when held at temperaturesexceeding hundredweight(drop of 50 percent) the average
40 degrees. To impede this growth, chemical consumerwould up his use of potatoesfrom 100

sprout inhibitorscan be appliedasagasto stored poundsper year to 110 pounds— increasing a
potatoesor sprayed on potato vines before the mere 10 percent.Potato growers are thus con-
crop is harvested.Sproutinhibitors are applied to fronted with what economiststerm an “inelastic
mostof theprocessingpotatoesandto muchof the price demandon the part of consumersfor po-
tablestock grown in the Valley. tatoes.”The effect is thatpotato priceshaveto be

(:ostsof producingpotatoesin the Red River lowered significantly to encourageconsumersto
Valley comparefavorably with thoseexperienced increaseconsumptioneven slightly. Incidentally,
by growers in other parts of the country. Valley the sameunhappyconditionconfrontsthe bulk of
growersare able to capitalize on ideal growing the agricultural sectorof the U. S. economy.
conditions resulting from adequatenatural rain- Today’s housewife can choose from a galaxy
fall, abundantsunshineand rich soil. Also, the of foodstuffs to preparemeals. She desiresand
large,flat, stone-freefields of the Valley facilitate can afford to presenthighly varied diets. There-
a high degreeof cost-cutting mechanizationfor fore, she is reluctantto alter her menus to in-
the industry. dude more potatoes— regardlessof price. In

fact, American housewiveshavetendedover the
The marketing process yearsto includefewer and fewer potatoesin their

Despiteeconomicalcosts of production, Valley menus (chart2). Sincetheearly 1900swhen the
potato growers have experiencedmeager profit averageAmerican atenearly 200 pounds of pota.
margins from time to time. This has been the
resultof depressedpotato prices,a condition pre. ~ S. Department of Aqriculture, “An Economk Study of

- the LI. S, Potato Industry, ERS Agricultural Economic Re-
vailing for the past severalseasons.Historically, port No. 6; March 1962 pp. 32-33.
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The volume of potatoes
available can fluctuatecon-
siderablyfrom year to year.

Per acre yields can be al-
tered by the vagaries of
weather,diseaseandinsects.

For example,favorablecon-
ditions in 1950 gave rise to
yieldsof 190 hundredweight
p~rharvestedacre in North
Dakota. I”ive years later
yields werebut 90 hundred-
weight per harvested acre.

Thesefluctuationsare admit-
tedlyunusual.However,even
slight yield variations,coup-

led with consumers’inelastic
price demand for potatoes.

plus a decliningor stableper
capita consumptionof pota-

toes can and has given rise
to severelydepressedprices

on occasion.In past years,
this developmenthas trig-
gered producerresponsein
the form of reducedoutput

the following year. This ad-
justment was easily accom-
plishedwben many produc-
tion costs wereof a variable
nature (mainly labor - hand
cutting, hand picking, etc.)-

A cutback in production
would cancel the bulk of
costsincurred by producers.
If the cutback was sharp

Source: U. 5. DeperFmen~of Agriculture, enough,supplies came into

line with demandandbetter
toes a year, consumptionhas been declining. By prices resulted. Modern day potato growers find
1950, per capitaconsumptionwas down to 105 this adjusttiient more difficult to accomplish. As
pounds annually. During the 1950s, the secular was noted in table 2, fixed costs constitute a
decline in potato consumption seems to have considerableshareof the cost of raising a potato
abated,despitecontinuedminor variancesin year- crop. In addition, substantialinvestmentsin po.
to-yearconsumption. tato machineryand equipment (as much as $56

MOt’ilNLY REVIEW

Chart 1 —Year~ta-yearpercentage variations
of potato prices, U. S., 1910.1960*

‘Percenlaqe changes relative to tk,~price index o~all farm pro~ec+s.

Source: U. S. Department of Agriculture.

Chart 2—U. S. per capita consumption of potatoes, 1910-1960



per acre dictatethat this equipmentbe utilized.
Perhapsof evenmore importanceare the heavy
investments in potato storage and conditioning
houses,costswhich can be coveredonly with use.
Facedwith theserelatively higher fixed costs and

proportionately lower variable costs, the potato
grower finds it prudent to continueto produce,
evenat price levels lower relative to thoseprevail-

ing at a time when fixed costs were of less im.

portance.As variable costs constitute a smaller
and smaller part of total costs, growers, in the
short run, may acceptlower prices— and still be
able to covervariablecosts plus somefixed costs.
Thus, short run productionadjustmentsdownward
are not as quickly or easily accomplishedas in

pastyears.
On occasion,the potato industry has experi-

enced“boom” yearswhen producerprices were
very good (again the results of consumers’ in-

elasticpricedemand).Somegrowersft-el thatun-
usually high pricesin the futurewill be rare, rea~
soning thatconsumersmay buy processedpotato
products rather than pay high prices for fresh
potatoes.Thus, the addedmarkets for potatoes
provided by theprocessingindustry may serveto

even out price fluctuations somewhat, but not
necessarilyto arresta declining price trend.

Valley potato growers are sobered— but not
discouraged— by these less’than.optimisticcon-
siderations pertaining to their industry. They

quickly point to advantagesenjoyedby the Valley
relative to other potato-producingareas in the
country. Perhapsthe most importantof these is
the ability to producepotatoeseconomically. As
wasnoted earlier, the Valley can producepotato
solidsas cheaplyasanywherein the country. Also
extremely important is the fact that the Valley
producesa potato (lesired by manufacturersof
potato products. Many people predict a bright
future for processedpotato products. Indeed, in
recentyearsprocessedpotatoeshavebeenreplac-
ing fresh in consumers’diets. Improved quality
plus the all-important factor of convenienceof
preparation lend to the growing popularity of

theseproducts.Chart3 illustratesa steadydecline
in fresh potato consumptionfrom 1956 to 1960,
while the use of processedpotato products iii~

/Co,,tiuuedon a~i~i:~

Lhort 3—U. S. per, capita consumption of
otato products, 1956~196O

Source: U. S. Departmentof Agriculture.

JULY 19o3 ~



conditions.

!vl easures of recent economic and financial beans.Rangeconditionsin the l)akotasandMon-
trends in the Ninth district indicate continued tanaare well aboveaverage.The currentoutlook
forward momentumat a reasonablysatisfactory for livestock feeding and grazing, consequently,
pace. District employment has been displaying is excellentin the district in sharpcontrastto the
somegrowth plus normal seasonalimprovement, situation in the central and southernplains re-
Recent dataalso suggestmodestimprovementin gions. A recent report on farm land valuetrends
district averageweekly earnings in manufactur- indicatesa substantial increasein district states
ing (up 3.1 percent in April 1963 over April during theyearendedlast March 1.
1962) andin hoursworkedperweek.Thenumber Perhapsthe bestsingle over-all measureof dis-
of personsdrawing unemploymentinsurancehas trict economicactivit~is the bank’smonthly esti-
declinedon a seasonalbasis and in relation to a matesof personalincome.The latest figures are
year ago. for April, which showthe beginningof the normal

The May index of industrial use of electric seasonalpickup.For the first four monthsof 1963,
power, on a seasonallyadjusted basis,showeda personalincomehas averaged6.4 percentabove
0.7 percent decreasefrom the previous month the sameperioda yearago. For the U. S., a corn-
and up 8.7 percentfrom May of 1962. Building parablecomparisonis a pIus 4.5 percent.
permits, both in numberand valuation, are cur- Thedistrict’s bankingscenecontinuesto exhibit
rently displayinga strong seasonalupwardtrend. a favorable outlook. During May there was an
Iron ore shipmentsfrom the region havebeenon abovenormal rise in total memberbank credit.
the slow sidethusfar owing to thelargecarryover On a seasonallyadjustedbasis,loans and invest-
of oreat the steelplants.However,a growingper. mentsbothincreased,with the investmentincrease
(entageof oreshipmentsare in pelletizedform and continuingto be concentratedin non-U. S. Coy-
henceare moreconcentrated. ernmentsecurities.It is pertinentto observethat

District agriculturalconditionssofarinl963have thebulk of theMay creditexpansiontook placein

beenunusuallyfavorable.It hasbeenan earlysea- country banks.
son with adequatemoisturein most areas.Wheat Seasonallyadjusted total deposits at district
andearlyplantedspring grainshavea goodstart, member banks increasedduring May by an
and this appearsto be true also of corn and soy- amountcomparabletotherecordMay increasesof
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1934and 1961.Again, as has beenthecasein the centratedin loans; they increasedby $25 million
recentpast,thedepositincreasecontinuesto reflect during themonth.Thisrise is approximatelyequal
a stronggrowth in time deposits. to that which took placeduring May of last year

May was witness to a slight decline in the re- and,at the sametime, is significantly larger than
servesof district memberbanks. However, this the averageMay changeof recentyears.On a sea-
doesnotshow up in districtmemberbankborrow- sonally adjustedbasis,the $11 million rise in in-
ing behavior—districtmemberbank daily aver- vestmentappears,as in the recentpast, to be con-
ageborrowing in i\iay wasalmost $5 million less centratedin holdings of non-U. S. Government
than theApril daily averagefigure. securities.Country banks accountedfor 92 per.

In the bank’s June 12 opinion survey of cur- cent of the $36 million increasein district bank
rent businessconditions, a larger percentageof (re(lit.
respondentsindicated “improvement probable” In May, totaldepositsat districtmemberbanks
than at any timeduring a recent12-monthperiod, increased,on a seasonallyadjustedbasis,by $38
In general, it may be concludedthat the survey million. This representsthe third largestMay de.
respondentsare more optimistic now about husi. posit increaseexperiencedby district banks in the
nessconditionsthan earlier this spring and sub- lastdecade.As wasthe casewith bank credit, the
stantially more optimistic now than they were increasein totaldepositswasconcentratedin coun-
during the pastwinter, try banks.They accountedfor $37 million of the

In the predominantlycommercial areasof the $38 million increase.The bank datafurther sug-
district, about two-thirds of the survey respond. gest that the depositgain, as in the recent past,
cuts felt that improvement in businesscondi- was concentratedin time deposits.
tionswasprobableor fairly certain.This compares I )aily averageexcessreservesof districtmember
with only half of the respondentswho felt this banksfell during May by approximately$1.5 mil-
way in early April and one-fifth on the survey lion. Despite this apparenttightening of the re-
taken last February. serve position of district banks,their daily aver-

In thepredominantlyfarming areas,the survey ageMay borrowing from FederalReservebanks
respondents~vereeven more optimistic concern~ amountedto $1 .9 million as contrastedto a daily
ing current businessprospects,due largely to ex- averageApril figure of $4.2 million. As a result
cellentcropprospects. of these changes,district memberbank free re-

servesincreasedin May to a level about$1 million
greaterthan the daily averageApril level. This

lh. /o/lowing •wlected topu’s describepurtzcuinr . .

- - , . enhancedfreereserveposition is reflectedin daily
aspectsof i/ic dtstricts CI/I rent CCOflO~lC scene; . . -

averagenet FederalFundstransactionsof district
member banks. In May daily averagenet pur.

DISTRICT BANKING DEVELOPMENTS chases amounted to $26 million, in contra1 to
daily averagenet purchasesof $28.5 million in

Seasonally adjusted district bank credit ex- \l)ril
pandedduring themonth of May by $36 million.
This representsa significant advancewhen con-
trastedto themonthof April, whenbankcreditfell WHEAT CROP PROSPECTS
by $17 million on a seasonallyadjustedbasis.This The late springcropconditionsreportsindicate
May increaseis roughlycomparableto theincrease that the Ninth district wheatcrop output in 1963
which tookplaceduring May of lastyear.The ex~ will be down about 9 percent from last year al-
pansion of district memberbankcredit was con- though2 percentgreaterthan the averageoutput
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WHEAT PRODuC11C~)N fleetsa substantiallysmallerduruni cropthan that

WINTER WHEAT ALL SPRING which reachedrecord levels last year.The output
Average Average of all spring in MontanaandSouthDakotais also

957. Indkated 1957- Indicated . - i -

1961 1962 1963 1961 1962 1963 expectedto ne smallertnis year witn an inaicate
— - jj•~ ~jj~ drop of 9 percentand6 percent,respectively.All

Minnesota .7 .5 .4 22.1 7.5 22.4 of the district states with the exceptionof South
Montana 48.0 37J 46.0 31.4 41.2 37.6 Dakota are expectedto producespring wheat in
North Dakota ..‘ •_.‘ •.~‘ 112.2 58.5 117.3 excess of the1957-1961averageoutput.
South Dakota 12.4 4.9 10.6 26.1 24.9 23.3 . . .

4 States 61.1 42.5 57.0 191.8 242.1 200.6 Winter wheatproduction in the district is ex-
United States 997.7 816.4 854.5 227.5 275.4 229.6 pectedto recover from last \ears severelyreduced

output. An increaseof about 13 percentover lastProduction negligiDle.
year is predicted, with output in South Dakota
likely to be doublelastyear’s figureandMontana’s

of the 1957-1961 period. The lower expectation outputalmostone-fourthhigher. The final outcome
comparedwith last year is due to an anticipated of this year’s winter wheatcrop, of course,de-
reduction in spring and durum production from pendson whetheror nota rust infestationreoccurs.
the bumpercrop of 1962. All spring wheatpro. The mid-June crop reports indicated generally
duction is predicted to be about 200 million goodconditionsthroughoutthedistrict. Themajor
bushels,or 17 percentunder 1962. That figure, exceptionsare in northwesternMontana where
however,is 5 percentgreaterthan the 1957-1961 drouth conditions prevailed this spring and in
average.The mostnoticeabledecreaseis expected southwesternMinnesotawhere dry conditionsre-
in North Dakotawherethe wheatcrop is likely to duced the prospectfor small grains and hay to
be one-fourthless than last year; this forecastre- someextent. —END

(Putalu /zrtIcIc’: lUlL i inucd from ,iagt’ 9)

creasedsignificantly. If this trend continues,and mateconsumptionat home or in restaurants.Five
many feel that it will continueor evenaccelerate, plantscanproducedehydratedmashedpotatoesor
increased numbersof Valley potatoes will find potato slices,or both; oneplant turns out starch
their way to market in packages.In anticipation for use in the paper industry. Potatoflour is the
of increaseddemandfor processedpotatoes, a productof two installations,andpotatochips are
numberof processingplantshavebeenestablished manufacturedby two plantsin the Valley. Because
in the Valley. Somehavebeenbuilt by large food of the perishability of the product, it is expected
retailingcompanieswho recognizedthat the Valley that most potato chipping plantswill be located
can provide a dependablesourceof high-quality, near consumptioncentersand not in the Valley.
low-cost potatoesplus an almost unlimited poten- However, becauseof desirablechipping qualities.
tial for production expansion. Other processing Red River Valley potatoeswill undoubtedly con-
plantshave been erectedby local residentswho tinue to move from theValley to chippersthrough-
bandedtogetherto form processingcorporations. out thecentral andsouthernU. S.
A total of twelve potatoprocessingplantsare cur- As might be expected,this new industry is cx-
rently locatedin the Valley. Two are capableof periencinggrowing pains.In someinstances,mar-
turningout frozen frenchfries packagedfor ulti- ketingchannelshavenotbeenclearly defined,and
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technicalarid financialproblemshavearisen.The toes. The operatorhas at his command a large
quality of the product is good, however,and con- volume of potatoes and is thereby preparedto
sumer acceptanceis growing; Valley processors handlelargeordersor specialorders.He is also in

feel their industry will expandandprosper. a betterposition to holdprice thanare individual
The Valley potato industryis notwithout needs, growers.

though. Oneof the principal questionsplaguing Some growers feel that this does not go far
growersof tablestock is, ‘~Howcanweassureour- enough— that buyersare still in a bargainingpo-
selvesof receivinga fair andreasonableprice for sition more favorablethan that of the growers.As
ourpotatoesaftertheyare grown?”It is estimated a remedy,they proposea producermarketingas-
that potato bu’,crs may obtain table stock from sociation. Such an associationwould assumethe
about 800 sourcesin the Valley. The majority of task of marketingpotatoesgrown by members,it
these sourcesare individual growers who have would alsodictatequalitycontrolsto growers.Pro-
facilities to wash and pack their annualcrop, or ponentsof such a plan feel that advantagesfor
growerswho havetheir crop custompackedwhile growers would be better, more equitableprices,
retaining the selling function themselves.These more stableprices, and stringent quality control,
growersvie amongthemselvesto obtain outletsfor resulting in a betterRed River Valley potatocap-
their potatoes.Buyers recognizethe many mdi. able of attractingnew consumers.
vidual sourcesof potatoesin the Valley, which The quality of potatoesshippedfrom theValley
makesit possiblefor them to shopfor price ad- haslong beena concernof manygrowers.Back in
vantages when making their purchases.~lost 1947, the Red River Valley PotatoGrowersAsso-
growers cannot afford to hold the crop for cx- ciation wasformed in an effort towardquality im-
tendedperiodsand,therefore,cut their pricerather provernentandpromotion of Valley potatoes.Vol.
than risk losing the sale to neighbors. Thus. untarycontributionsgavetheorganizationits start.
growers acting to protect themselvesundermine Researchfacilities were built and turned over to

prices for the whole Valley. Severalgrower-ship- the U. S. Departmentof Agriculture,which inaug-
pers reasonedthat a substantialincreasein the uratedstudiesaimedtowardimprovedpotatoqual-
valueof potatoessold could havebeenrealizedby ity throughmorecarefulhandlingduring harvest-
\alley growersthis pastyear— if it hadnot been ing andpacking. in 1951, enablinglegislation by
for the price erosion describedabove. ‘Flu5 in- \linnesota and North Dakota and approved by
creasein price could have beeneffected without two-thirds of the Valley growers,set up the Red
a measurabledecline in volume of potatoessold, River Valley Control Board,which wasempowered
they contend.Their contentionis corroboratedby to dictate more stringent quality controls to
the earlier discussionof consumerdemand for growers. At the sametime it wasauthorized that
potatoes. an assessmentof % cent (later 1 cent) be levied

As the buyingof potatoestendsto becomecon- on eachhundredweightof potatoesshipped from
centratedin the handsof fewer, large volumepur- the Valley. The money is used for promotion of
chasers.many grower-shippersfeel that adequate Valley potatoesand continued researchinto im-
pricescan be maintained only by concentrating provedcultivation and handlingof potatoes.
selling efforts in the hands of fewer, larger Continuedattention to quality improvementof
shippers.This has beenaccomplishedto a degree potatoesshippedfrom the Valley is essential.As
with the establishmentof large wash plantsand one grower put it, “With a wide variety of good
storage facilities in recent y(.ars. A number of quality processedpotato productsnow available,
growersleaseor buy storagespacefrom the wash consumersmustbe suppliedwith a freshRedRiver
plant operatorandallow him to markettheir pota. Valley potato that is of betterquality than ever. If
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the housewifeis dissatisfiedwith our product, she tory would be a joint undertakingof the Minne-
will buy processedpotatoesor potatoesgrown in sota and North Dakota agricultural experiment
other parts of the country— potatoes enjoying stationsand the USDA, with housingfor the proj-
excellent reputations built on unswerving high ectsuppliedby theRed River Valley PotatoGrow-
quality.” In this regardalso, it is the hopeof Val. era Association.Work would be directed toward
ley growersthatpotatobreedersat the Universities improvingthe qualityof processedpotatoproducts
of MinnesotaandNorth Dakotawill besuccessful through developmentof potato varieties better
in their efforts to developnewvarietiesof potatoes adaptedto processingandthroughimprovedmeth-

possessingeven more desirablefreshmarketchar- ods of producing,handling and storing potatoes
acteristicsthan varietiescurrently grown in the for processing.
Valley. People associatedwith the potato industry of

Valley potato growers also want to serve more theRed River Valley recognizeproblemsconfront-
effectively the expanding needs for processed ing the industry.They also recognizeadvantages
potato products.To aid in this effort they have and opportunities of this important Valley in—
requestedthat a potato processingresearchlab- dustry.They look to thefuturewith optimism.
oratory be establishedin the Valley. The labora- JAMES HAMMIL.L
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Oil study avaIlable
Copies of the report Petroleum Resources and
Production Facilities in the Upper Midwest
are now available upon request from the Re-
search department of this agency. The bro-
chure4 completed under the auspices of the
Upper Midwest Economic Study and the Fed-
eral Reserve Bank of Minneapolis4 is part of a
joint undertaking by the Upper Midwest Re-
search and Development Council and the
University of Minnesota.




