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Abstract:
The difficulties experienced in marketing potatoes in Montana came to the attention of responsible
individuals early in 1948. It was felt that some study should be done to improve conditions. This study
is the initial work in trying to accomplish such ends.

Chapter I is a discussion of problems experienced by Montana producers. The difficulties are printed
up so that future work may deal with each problem separately.

Chapter II presents a summary with national potato prodiction influencing difficulties of marketing
potatoes in all areas.

Chapter III evaluates Montana markets as to volume of stocks handled. The characteristics of our
different marketing channels are also pointed out.

The dire need for some marketing improvement for Montana potato producers is included in Chapter
IV. 
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ABSTRACT

The difficulties experienced in marketing potatoes in Montana came 
to the attention of responsible individuals early in 19UB. It was felt 
that some study should be done to improve conditions. This study is 
the initial work in trying to accomplish such ends.

Chapter I is a discussion of problems experienced by Montana pro
ducers. The difficulties are printed up so that future work may deal 
with each problem separately.

Chapter n  presents a summary with national potato prodiction in
fluencing difficulties of marketing potatoes in all areas.

Chapter III evaluates Montana markets as to volume of stocks handled. 
The characteristics of our different marketing channels are also pointed 
out.

The dire need for some marketing improvement for Montana potato pro
ducers is included in Chapter IV.
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IilTiiODUCTION
A sensral survey of potato marketing in Montana is broad in scope 

and quite limited in detail. The investigator has two alternatives by 

which he may conduct a marketing study. He may analyze marketing pro

cesses separately and determine their problem solution, or he may present 

a general discussion of the complete marketing procedure. The latter 

approach was used in this study.

The inadequacy of such a general discussion was recognized by the 

author. It was felt that with the limited funds available more construc

tive results could be accomplished by description than could be obtained 

from a detailed analysis of marketing processes and their functions.

Where does a study of this type lead? It is hoped that this initial 

study will point out some of the maladjustments in marketing potatoes 

in Montana. By focussing attention on these marketing problems through 

our general survey, further critical study is aided. It is hoped that we 

have laid the ground-work for broader and more complete research in potato 

marketing for Montana.
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CHAPTER I

Potato Marketing Problems in Montana 

A. Formulation of problems.

The problems confronting the Montana potato grower have been numer

ous and quite varied in nature. At the present time, however, the most 

important problem is the question of proper and adequate marketing pro

cedure .

Up to the present time there has been no organized effort on the 

part of the state institutions or organized groups of producers to im

prove marketing techniques for Montana potatoes. The lack of marketing 

research has resulted because of the failure of individual producers to 

organize into groups large enough to command economic attention. Some 

effort has been expended by private corporations, notably the railroads, 

to provide marketing facilities for relatively few individuals, but the 

number of producers assisted is inconsequential as far as the total state 

volume is concerned. Their help has largely been in the form of financing 

and establishment of adequate storage facilities adjacent to inter-state 

transportation channels. The railroads have also attempted to help mar

ket at least a portion of the individual producer’s product. While assis

tance of this type in marketing is desirable, it should only act as a 

supplemental measure and not as a significant source of market support.

It must be remembered that the incentive for marketing assistance by pri

vate corporations is increased net revenue to themselves, and marketing 

development by these measures alone may be expensive to the individual 

producers.
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Size of Units

The potato grower in Montana is faced with a difficult task when 

attempting to market his product. The problems are much more severe, how

ever, to the small and medium sized ^rowers, (By small and medium sized 

growers is meant these producers whose total production does not exceed 

30 acres in potatoes).i' This inverse relationship of size to severity of 

marketing problems is easily seen when we consider the following hypo

theses relevant to s^nll producers:

1. Production costs per bushel of product are high.
2. Lack of mechanization causes harvesting cost to be ^reat.
3. Small operators are usually unwilling to 0ive the necessary time 

and attention required to produce a high quality product.
4. Small operators are limited as to their choice of markets.

The assumption that costs are normally larger for the small producer 

is readily understood. A majority of the small potato ^rowers in Montana 

produce potatoes because they fit in readily with the types of rotation 

-sod in irrigated areas, bince potatoes are just one of the crops pro

duced, farmers are skeptical of investing the necessary funds in the 

type of maciiincry necessary to efficiently produce and harvest the pota

to crop. Once a small operator invests in this expensive labor-saving 

machinery, he has committee himself to producing potatoes even though 

some other agricultural crop might enjoy a higher net return. The ques

tion of whether this type of machinery is economical for small units must

I/ Generally any producers who have less than jQ acres in potatoes 
derive a significant source of income from other enterprises and cannot 
be classified as large potato growers.
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also be considered. Much of this equipment must be used on larfce acreages 

to reduce costs sufficiently to entail their use by potato yrowers.

The trend of specialisation in potato production portrays the pro

blem faced by small producers. The hiJi cost of production and harvout- 

int; ir.ny be inherent for small yrovvers.

Of all the general farm crops grown in Montana, potatoes are probab

ly second only to sugar beets in labor and management demand and in atten

tion required to produce a high quality product. The small producer who 

is growing potatoes in s rotation must divide his Workint time between 
three or four crops. This means that the attention a grower can 6ive to 
each crop is Iirrdted. Potatoes must compete with the other crops in a 

rotation plan for the producer's time. If the per-acre returns from pota

toes are not exceptionally high, then the producer is apt to slight the 

necessary effort required. This has been the case too frequently, and, 

as a result, the grower's task in marketing is made more difficult due to 

a lower quality product.

It has been said that marketing starts back on the farm when the 

seed is put in the soil.?/ If the small grower is to produce a product 

that will cor,siiUtod a market, then he must give the necessary time and atten

tion required by proper potato culture.

The choice of markets available to the small tro.ver is very limited 

in Montana. The small producer is virtually forced out of all markets

I/ merchant, C. H., ''Marketing Maine potatoes, 11 Maine Experiment 
Station; Bulletin ItH-G. June, 19lt2, p. 321.
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with the exception of small outlets lying within him own community. These 

outlets are usually small community retail stores, local wholesalers and 

individuals.

The important factor in commanding market availability is volume. 

(True only when quality is equal.) This is especially true in markets Iy- 

ing outside of the state. Large growers who have sufficient volume of 

production may develop specialized markets with inter-state firms which 

are not available to the individual small producer because his production 

is not large enough to command such an outlet.

The larger state-urban markets operate in much the same manner as 

our inter-state markets with reference to volume needed for commanding an 

important state outlet.

Imagine what marketing difficulties could arise in a local community 

where there were a number of small potato growers. If we add the assump

tion of limited storage facilities, then market surplus, early glutting of 

market, and depressed prices constitute the entire picture.

An example of this condition can be depicted by an illustration of 

marketing practices in the Glasgow area. Here, a number of small growers 

supply a limited market. By far the most important outlet in this commu

nity is a chain group which takes a majority of the local production 

immediately after harvesting time. The local ^rowers have generally found 

it unnecessary to erect suitable storage. In 19U8, stocks were in excess. 

This chain group found it profitable to buy its stocks in other areas.

With no adequate storage available, local potato growers had to dispose
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of nil their crop at once, prices dropped to practically nothing. Grow

ers could not pay for harvesting the crop. Several ^rowers in the area 

would sell potatoes at 50 cents cwt. if individuals would come out and dig 

them for themselvej.

Tliis sane condition can be found in some other LLontana areas.

Potato Storage

Whether the grower should sell all or part of the crop out of the 

field at harvest time, or whether he should store it on the farm, in a 

trackeitic warehouse, or in a terminal market warehouse, will depend upon 

several considerations. Added to the cost cf holding potatoes until mid

winter or later, must be calculated the depreciation in value, maintenance 

of the building, additional handling in storing, and slirinkage of the po

tatoes from numerous causes. Such costs are generally estimated to be 

from 20 to 35 cents per cwt. of potatoes.V

With table-stock potatoes, the rise in price during the fall and 

winter is generally enough to net a good profit in about one-third of 

the years. It just about takes care of storage charges in ahother third, 

and may not even pay storage in the remaining years.

Larket gluts producing unprofitable low prices occur when large 

quantities of potatoes are marketed directly from the field. Furthermore, 

shipping facilities are not available to move all the crop at harvest

l/ Werner, H. O., Commercial Potato Production ixi Nebraska, Mebras- 
ka Experiment Station, Lincoln, June l?It7, p. 126.

2/ Op. Cit.
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tir.e. These are perhaps the principal reasons for adequate storage facil

ities. Because of the relative perishibility of potatoes the need of 

proper storage is crucial. An abandoned school house or chicken coop is 

not satisfactory torage for potatoes.

Adequate storage facilities in Montana are very limited. The high 

cost of erecting suitable storage cellars prohibits their use by most of 

the small and medium sized growers. Research in marketing of potatoes is 

not complete until plans for adequate storage facilities are made possible. 

This would possibly be a fruitful field for future study by extension 
specialists.

Market Information

The need for adequate market information for Montana potatoes cannot 

be over-emphasized. The information needed by the producer is 0enerelly 

of two typesj (I) basic supply and demand information that will help far

mers lay their production plans each year, and (2) month-to-month and day- 

to-day market reports that will help them market their products after 

they are oroduced.i/ The availability of either type of information is 

Iackinu in entirety for Montana producers, or the information is so in

complete as to be of little use.

The desire for basic supply and demand information for Montana pro

ducers is greater than the demand for any one marketing improvement. 

Personal interviews with a great many potato growers in Montana have

I/ Shepherd, G. S., Marketing Tarm'Produces, Iowa State doll eg«
Press: Ames, Iowa, 19b7, p. 56.
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brought out the Importance of this improvement time and a^ain. Up to, 

and including, the potato plantings for IpltE, current prices have been an 

important determinant in the farmer’s allotment of acreage to potatoes.

The importance of the government support program on potato acreage and 

future production is difficult to analyze, In areas where acreage allot

ments were available, our national subsidy plan was the deciding interest 

in most production schedules. However, the cut-back on acreage allotments 

and reduction to 60 per cent of parity will again focus the attention of 

farmers to current prices as an unsatisfactory measure for future produc

tion.

With the exception of a few large producers who have contracted to 

produce a specific volume for large wholesale firms, a majority of the 

producers in Montana have no idea where the product will be marketed when 

production is started in the spring. With no idea as to place of market, 

time of market, in the product form that will brinL the highest net re

turn, producers are in no position to effectively plan a production 

schedule.

This problem is in evidence in most potato areas of Montana.

B. Development of project.

The task confronting the investigator in an initial study generally 

is many times greater than would be the case in supplemental research.

The reason of course is that there has been no previous work to guide a 

worker in the proper direction. If we add to the question, a project as 

broad in scope as a complete market survey, we have a picture of the
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difficulties facing the author in his research. Disappointment has gen

erally been the keynote in describing the attitude of investigation.

The work was started in the fail of I9I48 as a basis or groundwork 

for txurther study at a later date. The accomplishments which were hoped 

for in the initial study wore information covering the following:

1. Formulation of problems confronting the Montana producer in his 
potato marketing.

2. Market outlets and their importance to Montana producers.
3. Present marketing policy as employed in marketing potatoes for 

Montana.
Iw Proposed procedure to increase efficiency of Montana marketing.
5. Analysis of present demand and expected future demand for 

Montana producers.

Because time was a limiting factor, it was hoped that a majority of 

the data necessary to substantiate positive research could be obtained 

from questionaires. For the initial effort, 1^6 questionaires were mailed 

to a representative group of growers in the eight major commercial potato 

areas within the state The response to the questionaires was far below 

expectations.^/ Of the 156 questionaires mailed, only two were properly 

filled out and returned to the investigator. A letter of explanation 

accompanied each questionaire outlining the purpose of the study and re

sults hoped for in improvement in marketing Montana potatoes. To arrive

at harvesting costs and costs accrued after the product is removed from 
the field, a second ^uestionaire was mailed to n small number of growers^/

I/ Figure one, page ITilTustrates commercial potato acreages for 
State—of Montana.

2/ A sample of the original queationaire may be found on page 19, 
Figure two.

3/ A sample of the cost queationaire may be found on paue 20, Figure 
three.
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The growers receiving the second questionaire were picked because they 

represented the extremes in mechanization of handling methods. Again the 

questionaire method of obtaining necessary data was a failure. As in the 
case with our initial questionaire, two properly completed schedules were 

the end result. I think that a qualifying statement should be made at 

this tire; however, it is the authors* opinion that much better results 

could have been obtained had it been possible to have held personal meet- 

in. s in the eight commercial areas and explained to the growers what vro 

were trying to accomplish.

The failure of correspondence to give the needed information left me 

with only one alternative. This alternative was to interview a represen

tative sample within the eight commercial areas. Interviews were held 

with 81 growers producing a total of 2,735 acres in potatoes. This sample 

represented approximately one-third of the total state acreage. The rest 

of the data necessary for completion of the project was to be obtained 

from the office of state statistician, Mr. Oreer, and state horticultur

ist, Mr. R. 0. Young. The figures obtained from these sources were not 

in the most desirable form, but the data was the most accurate that could 

be obtained at the present. It was now possible to brintl the study to a

close
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Figure 2, QDESTIOKAIRE ON POTATO MARKETING FOR FONTANA

1. Tfhst is the total acreS0C you plant in potatoes?__ _________________.

2. Are you planting potatoes to couple Lu a rotation program or ax e pota
toes an important annual cash crop?______________ ___

3* Do you feel as a regular potato producer feels that production prob
lems are more or less difficult than your marketing problems? Give 
reasons for your decision.______________________________________

U« List in order of importance the four most difficult fcasKS in your mar
keting pattern.________________________ ____ ____  ___

5. Where is your most important market outlet? Check one or more of the 
followingi

Local community store or merchant.______

Local wholesaler or jobber.______

Outlets in larger state cities outside of local communities._____

Out-of-state markets.______

Specialized markets other than ones' listed.

6. Are you in favor of associated effort in easing current marketing
problems for Montana?______

7. Could you give constructive proposals for Improvinfc marketing condi
tions for Montana?
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F i t3U Te 3, COFT QUL5TI0!?AI82 Giv ILiaIINQ ^ONIAIJA FOXATOSS 

I* What is the total acreage you Iiarveat in your operation?____________

2. Iiat ia the labor force required, in this harvesting operation? (In
clude in this total all help required in cellar.)

3. List the machinery used in your operation with its estimated value.

______________ITKM ______  COST

I
i
£

£
£
£
I

U» ifhat do you feel is the actual labor cost incurred in your harvesting 
operation? |________per day#

5# What is the cost of operating your machinery during harvesting? 
(Fuel, oil, etc.) v________per day.

6. M t h  normal weather conditions and a general ripening of the crop, 
how long does it take to harvest your crop? days.
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CHAPTER II

Potato Marketing in the United States 

A. Selection of market.

The selection of market outlets is an Important consideration for 

the potato producer. The grower may have practiced the best cultural 

methods and have obtained an exceptionally good yield with a high quality 

product,* however, if his market is not intelligently and astutely chosen 

then his year's work might well be lost even though he has completed his 

production schedule in the most efficient manner possible.

The acclamation of Solanum Tuberosum,3/ development of transporta

tion, and advanced cultural skill has brought a hi0h degree of competi

tive bidding for any and all markets available to the potato producer.

With this condition present in a market area, it is imperative that a gro

wer be well informed. When we speak of being well informed, we must rea

lize that we are dealing with a two-sided question. Not only must the 

producer have the necessary information for proper selection of his market 

outlet, but he must also be informed as to the most advantageous time or 

period of time in which to dispose of his production. Marketing is rela

tively simple when conditions favor the producer. Potatoes sell readily 

at a fair price when supply is not excessive and the demand is active.

But for potatoes, this market condition is existent less than half the 

time.jV The producer, to be successful, must combat an unfavorable market

I/ Commonly referred to as the white,~or Irish potato'. ~ " " "

2/ Sherman, A., "Marketing Late-Crop Potatoes", Farmer's bulletin 
No. 1578, U. S . Department of Agriculture, Washington, D. C .: 1929, p. 5.
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with increased knowledge of -iarkets, aarketi.i0 trends, and consumer de- 

ZLond. A study of the following facts and conditions would do much to 

e,.IibIiten the average potato brower as to rlace and time of market.

Supply

The potato is generally brown throughout the United States, but the 

major portion of our aiurual production is located in a few areas (Figure 

I+).-/ The acreage, yield, and production of our ten leading potato pro

ducing states in 19^7 are given in Table The states listed in Table

I represent 57 percent of our nation's potato acreabe and produce 70 per

cent of total production.

The concentration of supply can be further shown by producer trends. 

In 1937, 2.6 million farmers were producing potatoes in the United States. 

By 19UL, there were 2.1 million farmers still in potato production. How

ever, six percent of the total number of potato ^rowers supplied 75 per

cent of the total production.2/ The above figures 0ive an accurate picture 

oi production trends occurring in the United States. It illustrates the 

shift in production from small farm plots to larger intensive commercial 

acreages. This trend towards specialization in potato production is evi

dent in all areas with the hlbh production centers experiencing the great

est movement. The states of California, Idaho, Maine, and New York

l/ See figure U, p. 22

2/ Acreage, yield, and production of potatoes m  10 potato producing 
state's, p. 2U.

3/ USDA, Problems in marketing Potatoes, Bureau of Agricultural Eco
nomics, .asfiinbtoH, D. C.: July, 19u>, p. 16.
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especially exhibit this trend. '1Jhile not all the above mentioned states 

cor pete with Montana producers for available markets,^/ their behavior 

should influence 0reatly the production and marketing plan instituted by 

producers in Montana. It is imperative that well informed growers have 

some idea as to expected acreage plantings of the larbe producing districts 

and especially follow climatic conditions existing in these districts.

The need for observing closely all climatic conditions is clearly 

shown by Uxaminin6 the total acreage harvested and production data for 

the United States (Table II).

!examination of this table illustrates the importance of climate as 

it affects the total supply picture. Even though the potato acreage har

vested for 19U6 was the smallest recorded in ?0 years, the national pro

duction was the third Iar est on record. Other factors, such as advanced 

technology, improved cultural practices, specialized production on better 

land, increased fertilizer applications, better seed, and adequate insec

ticides contributed much in the establishment of this record. The signif

icantly large rise in per acre yields must be explained in part, however, 

bv ideal growing conditions throughout the I9I18 season, in the western 

potato regions the distribution of rainfall was ideal and the growers ex

perienced no damaging frost as they had previously, especially in 19U7.

Since it is impossible to predict climate far enough in advance to

l/" Because^oi seasonal diiferences, many prouucLion areas plan their 
■arkeT schedules for spring and early summer which means that they will 
be off the market when Montana stocks are available foi shipment. Further 
discussion of seasonal patterns may be found in Chapter 3» p UO.



TABLE I - ACREAGE, YIELD, AND PRODUCTION OF POTATOES IN THE IO 
LEADING POTATO PRODUCING STATES AND MONTANA, 19h7

- 2% -

State Acreage Yield Production
Thousand Acres Bushels Thousand Bushels

Maine 18!* 350 6ii,li00
California 96 395 37,9li0
New York 1U2 233 33,090
Idaho 130 220 28,600
North Dakota 128 160 20, IiBO
Colorado 7k 250 18,500
Pennsylvania 109 165 17,985
Minnesota 121 HlO 16,910
New Jersey 58 233 I3,5lii
Michigan 118 105 12,390
Oregon 38 250 9,500
Montana Ih IiiO 1,020

Sourcei USDA, Problems in Marketing Potatoes, Washington, D. C.i 19li9.



TABLE II - ACREAGE, YIELD, PRODUCTION, PRICE, AND PER CAPITA CONSUMPTION,
UNITED STATES, 1910-16

Year
Acreago
harvested Per acre Production

Price per 
bushel

Consuaption 
per capita

I jOOO Acres Efoahels 1,000 Bushels Cents Pounds
1910 3,64k 93.9 342,052 3 0 T 1 9 T "1911 3,532 85.7 302,713 94.3 156
1912 3,505 115.9 1*06,215 55.7 180
1913 3,1*77 95.6 332,447 68.2 161*
191k 3,117 107.8 366,249 55.9 161
1915 3,1*33 96.1 336,760 68.1 181
1916 3,271* 82,6 270,388 152.8 140
1917 3,601 10k. 9 398,653 125.5 152
1918 3,597 96.2 346,114 116.8 171
1919 3,300 90.1 297,341 193.6 1511920 3,301 111.6 368,904 125.3 1451921 3,596 90.k 325,312 113.3 1531922 3,901 106.5 415,373 65.9 1531923 3,378 108.5 366,356 92.5 169
1921* 3,106 123.7 364,166 68.6 157
1925 2,810 105.5 296,1*66 170.5 1521926 2,811 llk.k 321,607 131.4 129
1927 3,182 116.2 369,644 101.9 142
1928 3,1*99 122.1 427,249 53.2 154
1929 3,030 110.0 333,392 131.6 154
1930 3,139 109.5 343,817 91.2 135
1931 3,1*90 110.1 384,317 46.0 140
1932 3,568 105.0 374,692 38.0 139
1933 3,1*23 100.3 343,203 82.4 137
1931* 3,599 112.9 1*06,482 44.6 138
1935 3,1*69 109.2 378,896 59.3 144
1936 2,900 109.1* 323,955 114.2 132
1937 3,055 123.2 376,448 52.9 126
1938 2,870 12k.O 355,848 55.7 132
1939 2,813 121.7 342,372 69.7 121
191*0 2,832 133.1 376,920 54.1 130
191*1 2,693 132.1 355,697 80.8 128
19U2 2,671 138.1 368,699 117.0 125
191*3 3,239 lkl.7 456,687 131.0 133
191*1* 2,766 137.6 383,424 150.0 126
191*5 2,700 155.1 418,765 143.0 125
191*6 2,598 166.3 484,174 124.0 127
191*7 2,101 185.2 389,048 160.0 123
191*8 2,099 212. k 445,850 154.0 108

I T 1- K -- .......
1?U9.
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benefit producers, the next best indicator browers can use as a guide for 

production and marketing schedules is acreage plantings. The relatively 

few ^rowers in limited areas who produce a significant portion of our 

total production are the groups which will have by far the largest influ

ence on production and should be kept under observation by other producers. 

These producers determine whether supplies are to be in excess of, or to 

fall short of, market demand.

However, the fallacy of using acreage planting s as the only base for 

production and marketing, schedules is apparent when you compare production 

data for 19U7 and 19U8, (Table II). There were 2,000 more acres of pota

toes planted in 19U7 than were planted in 1948, yet production in 1947 was 

£6,802,000 bushels less than for 1948.

It is possible to ascertain from this table the importance of total 

supply on prices received by the producer. In the year 1919, farmers re

ceived a record high of .1.93 per bushel for their potatoes. In the 

following production period, the year 1920, total national potato stocks 

were increased roughly 19 per cent over that available in 1919. This 19 

per cent increase in production effected a 35 per cent reduction in the 

avers e price per bushel as received by farmers. It may be observed that 

the last few years durtn,- Horld War II do not clearly illustrate this 

ratio. However, this discrepancy may be attributed to the influence of 

price supports. In 1947, for example, a production of 389>048,000 bush

els returned to the producer an average price of $1.60 per bushel. In 

1948, a production of 445,850,000 bushels gave to the farmer a return of



Q1»5L per bushel. While this IartiB difference in production between the 

two years did not apparently affect to any -rent extent the price received 

b y  the Lr o w e r s  there were, however, g r e a t e r  d i f f e r e n c e s  t h a n  t h e s e  figures 

would s o c k  to indicate.

The marketing of the 191*7 early and mid-summer potato crop experienc
ed only normal market demand, and price was mostly at the support level. 

The real difference between the 19U7 and I9UE potato prices was enjoyed 
by the late ootato crop. The late 19U7 potato supply was short mainly as 
a result of poor growing conditions and early marketing of the rest of 

the crop. These two factors created a sympathetic market for the late 

potato crop. Growers in the western producing areas, especially after 

January I, 19U9 could dispose of all their stocks on hand with number one 
grade potatoes bringing prices of five dollars per hundredweight. These 

conditions coupled with practically no government purchases under the 

support program made 19U? a relatively satisfactory potato year*
The 19U6 marketing pattern was an entirely different picture. The 

1?UE early potato crop enjoyed fair to excellent prices because of the 

lack of storage stocks from 19U7 loft on hand. Qy the time August arrived, 

the potato markets were over-stocked and prices began to fall below par

ity. This oversupply was the result of unexcelled growing conditions 

generally through out the United States which produced exceptionally large 

local eastern stocks. In a normal year these local stocks are cleaned up 

by November and the surplus producing late crop states can finally get 

under way with their marketing. This condition wasn't to exist in 19U8, 
however. It was well after December before these late states could start

- 28 -
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moVlni any IaiuO amount of stocks into these channels.

The government had agreed to support an allotted national acreage at 

90 per cent of parity.1/ With stocks rapidly piling up, the government 

was forced to uo into the market and siphon off a portion of these surplus 

stocks to try and bolster up a saving price on practically all potato mar

kets, (Table III). Even Vnouuh government purchases wore exceedinLIy 

heavy, their effect on the goinb market price was insufficient to maintain 

price at, or above, the net support level. Due to this large production 

in 19U8, the creation of false demand in the form of federal subsidy was 

necessary to insure potato producers a fair return for their product. The 

reduction of acreage allotments and parity loans for 191*9 will increase 

the need for reduced potato supplies if producers are to remain solvent.

The enlightened grower is well Informed on date such as acreage plant— 

InuS, climate, potato stocks on hand, market activities, and price trends.

A producer who realises the need for doing a better job of production and 

marketing than his competitor will use this type of information for effi

cient marketing and plan his production pattern in accordance with these 

types of determinants.

Demand

The necessity of keeping potato stocks down is due to one important 

condition. The potato producer is faced with a _rauually diminishing de

mand for his product. This diminishing demand can be clearly shown by

l/ See Table A, Appendix, p. TET for price differential on subsidy 
loans to producers.



examining Figure 5» The decline in national per capita consumption for 
potatoes has been manifestly substantial. From a high of 195 pounds in 
1910 it has fallen steadily to an all time low of 106 pounds in 19U8.
While there have been short run upward movements during this time, these 
periods of increased consumption were due mainly to accelerations induced 
Iqr periods of war and depression. During the period between 1920 and 19UV 
the total national consumption for potatoes was unable to rise, even 
though the United States enjoyed a rapidly rising population growth. In 
fact, it is generally thought that the total consumption for this period 
declined even with our population growth.2/ We did experience an increase 
in total potato consumption for the period 19U0 to 19U7 when national 
consumption rose from 286 million bushels annually to 30U million bush
els.2/ The picture is again changing, and, if the 19h9 market schedule 
follows the pattern set in 19UB, then the trend of continually diminish
ing demand has been re-established. This condition in potato markets 
exists even though the price wage ratio would seem to indicate a favorable 
market for large potato consumption. During the period 19UO-U7> it re
quired one-tenth of a factory worker's weekly pay envelope to purchase a 
100 pound bag of potatoes. This is compared to one-fifth of the same 
factory workers take home pay to buy one bag of potatoes in the first war

I/ Schultz, Henry, the Theory and Measurement of Demand, Chicago: 
1938,“?. U27.

2/ USDA, Problems in Marketing Potatoes, Bureau of Agricultural Eco
nomic?, Washington, D. C.i July, 19U9, p." 8.
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period 1913-17*2/ Yet, there has been a steadily decreasing per capita 

consumption even with this more favorable relationship existing today.

To explain this trend in potato consumption, ire must inject a second im

portant characteristic into our discussion. It is apparent that price is 

not too important a determinant in how many potatoes an American family 

will consume. Mo matter whether price be high or low, potato consumption 

is diminishing slowly.

Potatoes are therefore known as having a relatively inelastic demand 

curve.

There are two important reasons why potatoes have this type of demand 

curve. The average American’s tastes place potatoes on the evening dinner 

table as a supplemental food for his meat dinner, and this one use com

prises the major portion of his potato consumption. The second important 

reason for inelasticity is that the utility of the potato is so limited. 

The number of uses that potatoes can be put to are few in number, espec

ially in importance. However, in reference to this latter limitation, con

siderable attention has been directed toward the development of potato 

utilisation by both federal and state groups. Up to the present time, 

however, these groups have not succeeded in achieving the desired results 

in the development of important secondary outlets for potatoes. Starch 

and alcohol conversion, flour and animal feed are perhaps the most impor

tant attempts to find an outlet for surpluses. Of the above mentioned

I/ Bureau of Labor Statistics',' Retail Price of Potatoes, VZasliiritjton
D. C.7 1919.
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T*BLE III - GOTi^NMSNT SUPPORT PURCHASES TABULATED 

THROUGH DECEMBER lit, 19L6

Disposition Volume
1
I

Direct Distribution *
Livestock Feed I
Alcohol i
Export 1
Flour 1
Starch 1
Dehydration t
Storage 1
Disposition Unreported 1

I

100 Lb. Bags

1,559,599
11,236,076
22,520,925

220,350
7,960,639
1,593,387
762,177
117,308
76,001

Total U6,066,U62 Bags

Source! CrescIo, L. J*, The Potato World, The National potato Associa
tion, Chicago, Illinois j December, I9I46.



POTATOES1 YIELD PER ACRE AND CIVILIAN
CONSUMPTION PER CAPITA, 1910-48

BUSHELS
PER
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200

POUNDS
PER

CAPITA
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CONSUMPTION

1920 1925 1935 194 0 1945
Source: Table II, p. 26. Piuure ^
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products, only the production of potato flour is increasing in amount of 

total product converted. This is due mainly to purchases by government 

for shipment to relief countries. Maine set up a number of starch fac

tories to produce commercial starch from their surplus and cull stocks.

At the present, all these are shut down, or in the process of being so, 

because of the world surplus of starch. The manufacture of alcohol had 

been an import suit outlet for surplus potatoes, but, with the fall in price 

of most grains, alcohol producers are reverting to the use of grain for 

alcohol production.

There has been some effort expended in the west to process cull po

tatoes into animal feed. Idaho reports quite satisfactory results from 

feeding trials using potato pulp. If potatoes are to hold their own, or 

gain back some of their diminishing demand, it will be necessary for im

provements of this nature to be constantly introduced.

Consumer Preference and Buying Habits

The determination of what type of product the consumers desire is the 

first important consideration a producer must make before he starts his 

production in the spring. The task of arriving at a satisfactory answer 

for this type of question is much more difficult than is generally imag

ined. The United States Department of Agriculture,^/ and the more

I/ USDA, Potato Preferences Among Restaurant and Hotel Buyers, Wash- 
ington, D. C.i April, 19U9.



important potato producing states of alne, Idaho,V and New York, have 

concentrated their efforts towards Snewerint,, this problem. Interviews 

wero held in a number of large urban areas to determine what the house

wife, restaurant and hotel buyer, and other potato purchasers buying ha

bits are. The following paragraphs are a summary of findings from three 

such investigations\?J
a. In general, the majority of housewives interviewed listed a pre

ference for a medium size potato. The women who listed prefer
ences for either a large or small tuber did so because they used 
them for a specific purpose - baking, or in salads.

The restaurant and hotel buyer expressed a demand generally for 
larger potatoes with specific reference for varieties with shal
low eyes which could be pealed automatically.

b. The shape of the potato didn’t appear to have effective influ
ence upon the housewive’s purchases. Though the findings did in
dicate a small difference, this was due mainly to association of 
shape of tubers to the quality they had become accustomed to, 
and not to the shape itself.

The restaurant buyers generally purchased the long shaped pota
toes because these varietal characteristics also expressed a 
tuber with shallow eyes.

c. The retail price of potatoes didn’t alter the consumption of po
tatoes to a great extent. This was especially true for consum
ers in the middle income groups. The findings of the United 
States Department of Agriculture indicated that quality was a 
more important factor in consumption than was price. It is nec
essary to discuss quality of product whenever price and its in
fluence on consumption is being measured. A majority of people 
interviewed said that, quality being good, price was, within 
certain reasonable limits, of no importance as to amount of 
potatoes that would be consumed. However, a significant portion 
of this group said that, if quality was poor, a rise in price

-  35 -

l/ Idaho Experiment Station, Unpublished Report of Consumer Prefer
ences "for the Los Angeles Market, Moscow,

2/ USDA, Problems in Marketing Potatoes, Bureau of Agricultural Eco
nomics, Washington, D. C.I July, 19U9.
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would reduce the number of potatoes usod by the average house /vife.

In Intei1VieTflni;, consumers, special emphasis was placed on finding
whether washing of tubers was profitable to the producer. In all
cases, consumers expressed a desire for clean potatoes. With
this external cleanliness there was also need for good firm heal
thy tubers.

d. The consumer preference, as to package material and form, was
given considerable attention in these investigations. Attention
has been directed toward making this product more attractive to 
the potato purchaser. A majority of the buyers interviewed re
ported they usually purchased one-to-two ,weeks supply of potatoes 
at a time. A reported 75 per cent of persons interviewed still 
purchased their supply frc.-i loose stocks. Of those persons who 
bought over 10 pounds of potatoes at a time there purchases were 
mostly packaged stocks.

Burlap was reported to be the moat common packaging material.
Some large producing states such as Maine are using cardboard 
packages and report excellent results from this material* In 
the case of Maine, however, freight rates are favorable and this 
typa of packaging is possible. In the west, the 100 pound burlap 
bag is still the only important package used. The reports ob
tained from a study of preferences expressed in the Los Angeles 
market indicate unfeasibility of pre-packaging at ary but the 
wholesale level. This, of course, is due mainly bo the unfavor
able freight rates that must be paid on a smaller packaged pro
duct. The consumer demand for washing of pre-packaged potatoes 
also poses a problem as the physiological breakdown is much 
faster on washed stocks in transit. Usually in the west, the 
winter stocks of potatoes are shipped during the cold months of 
January, February, and March. The control of proper temperature 
for safe keeping of potatoes is an impossibility. With this 
condition present any washed potatoes shipped long distances 
arrive in poor market condition; coupled with this is the gen
erally poor product distributor place in packages.

The pre-packaging of potatoes has a definite place in our market
ing scheme if distributors will continually pack a high quality 
product.
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Montana Marketa

A. Market outlets and Uieir importance.

The number of market outlets available to producers in Montana is 

quite limited. At the present time, the smaller producers must be satis

fied with Bupplylnfc, a limited number of state markets. Uenerall/ these 

markets are within the producer’s community. A number of Iary= producers 

are in a much better position, however. Ihis limited group of growers 

has a sufficient volume of production to compete for large out-of-state 

markets. Certain growers within this toroup have cevelcpeu specific, well 

established markets which generally consume the largest portion of thoir 

annual production. These established marketing channels make the problem 

of the disposition of stocks easier. One large urower in western Montana 

has developed a demand for baker stocks on the west coast. This one out

let has paid him a premium on stocks that were difficult to dispose of 

before he established this Kiarketinto channel. Ahile there arc examples 

such as the one just pointed out, the number of desirable outlets is too 

few for desirable market conditions.

The market channels for Montana potatoes are shown m  Table IV# page 
36. The volume of business handled by the different Barketlnfc, outlets 
is illustrated in Figure 6. The importance of out-of-state markets is 
easily Judged when the volume of business handled in the different market 

channels is compared. The volume of out-of-state sales is quite small 

considering that Montana is a surplus late-crop potato area. Because
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Montana is a producer of late-crop potatoes, commercial producers in the 

state must find markets out—of—state for disposal of their seasonal sur

plus stocks. The need for organised effort on the part of growers to go 

out and find these foreign markets cannot be shown any more clearly. Se 

know from Chapter Two that potatoes have an inelastic demand. Ilxis means 

that Montana’s limited population will consume just so many potatoes. If 

markets are established to siphon off theGe annual late crop surpluses, 

they must be located in other states. The economic well-being of t.,e hon- 

tena potato industry depends ypon this ratio of distant sales to state 

consumption. For a healthy condition to exist in Montana, out-of-stats 

sales must equal or surpass the volume of business handled in local mar

kets and for home consumption. In 1948, this condition would have hud to 

exist if federal subsidies had not been in force. Government purchases 

amounted to 59U,300 bushels in Montana alone. This means that Montana 

producers would have been burdened with a staggering surplus that many 

would have been financially unable to bear. An out-of-state marketing 

channel, with a volume of demand amounting to 760,000 bushels, would have 

been needed to take the place of markets created by government buying.

The in-state market picture is much the same as that for out-of-state 

sales. The difference between the volume of stocks handled by the swo 

in-state market channels does not seem too great when one examines Figure 

I. The breakdown of data ranking up the volume of state-urban markets is 

a different story, however. Of the approximate 5>UCjCOG bushels handled by 
classified state-urban outlets, Montana producers supplied only 27^500
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TABLE XV - VOLUME OF POTATO MARKETS BI CLASS OF MARKETS,

MONTANA, 3,9148 I/

Glass
of

Market
Volume

Shrinkage
and

Spoilage
Out of state

IyOOO bushels 1,000 bushels
163. B (2)State urban 

Local and home
546.8 28.1

consumption 723.0 38.1Government purchases 594.3 29.7

/  July I, 1946 - June, 30, 1949. 
l/ Information not available.

Source: Young, R. O., Comparisons in Terms of Car Loadings of Home Grown
Fruits and Vegetables, 1947-40. Montana Department "of'Anricul-. 
iure, Missoula:
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Onvammnmt *
I
I

I
I

t I
I

Thimhamma t I i I . I
I * * I I

Source1 Table III.

FIGURE 6 - VOLUME OF POTATO STOCKS HANDLED 
BY MONTANA MARKETS, 1948
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bushels for state-urban consumption.^:/ The remaining portion of this total 

was imported stocks from other potato producing states. The inadequacy 

of marketing procedure for Montana is emphasized by the lack of control 

over state markets by Montana producers. If state growers cannot hold 

their local markets, it is too much to hope that they can command larue 

out-of-state markets.

The loss of such a lar^e portion of available demand is a severe 

blow to state Orowers. Improved marketing must be expanded to reduce 

these imported stocks. It is true that local producers will never be able 

to eliminate all potato inports into the state. Some of these stocks are 

early potatoes that are moved into Montana several months before local 

plantings are ready to be move I. In 19U8, the volume of potato imports 

amounted to 287,325 bushels.2/ The shipment of ear!., stock made up appro

ximately one-third or 90,000 bushels of potatoes. California was by far 

the most important shipper of early potatoes to Montana markets. Calif

ornia growers consigned a total of 62 cars of potatoes to state-urban mar

kets in the months of April, May, and June .2/

Tihile it is true, that these early stocks compete with carry over 

late crop potatoes for markets, their influence is not felt severly by 

local producers. Since it is impossible for Montana producers to supply

I/Young, R. 0 . , Comparison of Nuiaber of packages of Fruit' and Ve- 
tetatiles Inspected, 19^-, Montana Department of Agriculture, Missoula:19IHT:

2/ Op. cit,, Young, R. 0., p. U0.
3/ USDA, Problems in Marketing Potatoes, Bureau of Agricultural Eco

nomics, Washington, D. j.: July, l9u9, p. 21.
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d i s t r i b u t i o n  o f  r a i l  s h i p m e n t s  o f  p o t a t o e s
FROM SELECTED STATES, 1 9 4 7 -4 8

CALIFORNIA, APRIL-JULY 1948*

1.500

IDAHO. JULY 1947-MAY 1948*

1560

Figure 7

Source: USDA, Problems in Marketing Potatoes, Bureau of Agricultur
al Economics, Washington, D. C.: July, 1929.



new potatoes this early in the spring, their production pattern isn't in

fluenced to any great extent. It is the other portion of the potato im

port that causes undue hardships on Montana producers. The approximately 

200,000 bushels of potatoes moved into Montana at a time when Montana, 

stocks are reaching the market are the shipments that play havoc with lo

cal growers. These imports would probably not be as great if it was not 

for government purchases. This buying of local potato stocks by federal 

agencies removes a large volume of potatoes from competitive outlets and 

makes it easier for distant stocks to enter the state. A good example of 

this condition could bo found on the Billings market in 19lt6. Local Bliss 

Triumph potatoes were on the market the first week in August. Quality 

was excellent and these potatoes were bringing 3.75 cwt. One week later, 

Idaho early whitesVmoved into BillinbS and sold for £2.70 cwt. washed.

The quality was just fair on these potatoes and there was some physiolog

ical breakdown of stocks in transit due to shipping a washed product.

There was little comparison in quality between the two stocks, yet local 

growers had to wash an originally clean product and put the same price on 

their product as the Idaho potatoes were bringing.

The necessity for keeping home markets available to home production 

is the best type of insurance producers can obtain. Before arty attempt 

is made to secure distant outlets, steps must be taken to gain back impor

tant outlets in the producer’s own backyard, so to speak. There is little 

doubt but what this will be a difficult job. Any initial step towards

I/ Variety, White Rose
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elijBinatinG this problem must include the setting up and the operation of 

a marketing association. Individual producers have little influence over 

their market channels. Organized groups are in a much better position for 

Influencing these outlets. These groups mey also present educational in

formation to consumers for removing these conditions; especially such as 

was found on the Billings market. Consumers must be shown that a moder

ate increase in price for number one grade stocks will always be more eco

nomical then unclassified stocks for home consult ion.

The importance of this volume of demand lost to out—of—state produ

cers is great during years of large production. In years of moderate sur

pluses, a marketing system that maintains the Montana market for Montana 

producers may well mean the difference between good prices, active demand, 

and favorable market conditions as against depressed prices, little de

mand, and unfavorable returns for a years potato production. Many Montana 

areas have experienced this condition.

The last, and also largest, market outlet in Montana, insofar as the 

volume of produce handled is concerned, is the smaller community markets. 

The nature of the data available for market classification made it impos

sible to separate home consumption from local community markets. To 

understand the difficulty experienced in trying to separate these two mar

keting channels it would clarify things if an explanation was added as 

to how our data was obtained.

The basis for all information concerning market importance was deriv

ed from inspection records of the Montana Department of Agriculture. From 

these records we were able to obtain data on the amount of stocks imported.
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exported, purchased by the government and available for state-urban mar

kets. The number of potato stocks moving in inter-state channels must be 

inspected. This means that all potatoes coming into 'fcntana, and also 

all those leaving the state, will be included in these records, even though 

they might be moved by either rail or truck shipments. The breakdown 

between rail and truck shipments inspected by the Department of Agricul
ture provided the means for establishing export volume and state-urban 

market importance. In 19U8, the department listed a total of 822 3/U rail 

shipments.]/inspected. For the same period, a total of U31 trucks ship

ments'/ -vcre also Inspected. All of the rail shipments inspected were des

tined for markets other than state outlets, as well as including approx

imately 15 per cent of the truck shipments. These inspected shipments 

made up & total of 758,062 bushels of potatoes. Government purchases for 

1S?U8 were listed at 5$U,303 bushels.2/ Since all purchases by federal 

agencies are in no smaller quantities than a car load, and must be inspec

ted for grado determination, this amount must be subtracted from the 

above figures to give an accurate estimate of exports. Therefore, this 

left a total of 163,759 bushels exported by Montana producers. The re- 

Hiaininfa truck shipments on inspection records, combined with Imports, 

make up the total volume handled by state-urban markets. There are

l/ A rail shipment or car load 6T  potatoes consists of U5o sacks,
(100 pounds to a sack) per car load.

2/ Truck shipment computed on ssrae basis as rail car loadings.

3/ This information was secured from the Production and Marketing 
AihainTstration, Bozeman, Montana.
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several fallacies in assuming this amount to approximate actual state- 
urban market volume. The first fallacy apparent is the assumption that 
all inserted stocks are marketed in the larger urban centers of Montana. 
The second shortcoming in our theorization is the assumption that inspec
ted Montana stock moves only into urban market channels. We are sure 
that both of these assumptions are not accurate in all instances, but the 
errors are in opposite directions and tend to off set each other. The 
establishment of inspection services in all major cities in Montana forces 
us to include only these inspected stocks on urban market Volume and con
sign all uninspected sales to local community markets and home consumption.

To arrive at an accurate estimate of the disposition of Montana 

stocks, two more factors had to be included in our discussion. The first 

factor was the inclusion of stocks held back by producers as next years 

seed. It was estimated that average plantings in 191*9 would approximate 

19hB planting, and should this be true, then approximately 250,000 bush

els of potatoes would be needed. The second correction to be added in 
our data were reductions in available stocks due to shrinkage and spoil

age. Interviews were held with 81 growers, who had a combined acreage 

planting of 2,735 acres, as to their losses directly resulting from pre

sent storage facilities. This data was tabulated, and a weighted aver

age was arrived at for state wide storage losses. The average state 

shrinkage due to potato storage was estimated at 15.1; per cent. This gave 

a total loss of 356,290 bushels on an estimated state production of 

2,1*00,000 bushels for 19U8. Besides this shrinkage suffered by producers, 

reductions in available stocks must also include losses incurred during



the actual marketing period of the product. Wholesale concerns in Butte, 

Bozeman, Billings, Lewistowi, and Great Falls, Montana, all agreed that 

reductions of approximately five per cent would adequately cover all 

losses incurred in potatoes at this marketing level. Table V, is an item

ized account of the distribution of potato stocks in Montana for 19U8,

— ii6 —

TABLE V - DISPOSITION OF AVAILABLE POTATO STOCKS
FOR MONTANA, 19U8 CHOP XEAR

Disposition Volume
1,000 bushels

I. Withheld by growers for seed 256.0
2. Grower’s shrinkage and spoilage 356.3
3. Government purchases 59k.3
Ii. Exports 163.6
£. State urban markets

a. Montana grown 261.6
shrinkage 12.9
Net 27L.5

b. Imports 267.3
shrinkage 15.2
Net 302.5

6. Local markets and home conoump-
tion 723.0

shrinkage 38.1
Net 761.1

Source: Young, R. 0«, Comparison in Terms of Car Loadings of Home Grown
Fruits and Vegetables, IpliY-IiE., Montana Department ot Agricul
ture, Lissoulaj

The over empliasis placed on local markets could not be helped with 
the type of information available at this time. The separation of potato 

demand for local markets from that of home consumption would be purely 

guess ,York. However, the similarity between local market demand and home 

consumption minimi res the importance of this shortcoming.
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The practices employed by producers and consumers in market operatic** 
for our small community outlets in Montana make it difficult to accurate
ly measure market importance. Practically all potatoes handled by this 
marketing channel are uncles ifled stocks. Small growers living within 
the community haul a few sacks of potatoes a week into small retail 
stores and commercial concerns. Volume is small, and demand is very in
elastic. The per capita consumption of potatoes is high, and, regardless 
of price, consumption remains practically the same. Imported potato 
stocks from other potato producing states seldom find their way to these 
small Montana outlets. Ttie problem in existance for this segment of po
tato markets is not one of organizing marketing facilities for combating 
Imported supplies and developing new markets but mainly of increasing 
efficiency of facilities already present.

The potato growers who supply these maricets are small producers whose 
volume of production makes it unfeasible, or impossible, to market their 
product on larger markets because of this limited volume. Th^plan a 
year's production schedule on one market. If there are only one or two 
individuals within the community raising potatoes, and no imported stocks 
are made available, then potatoes are a profitable crop for those produc
ers. In every community in Montana, however, there generally are a num
ber of farmers who jump in and out of potato production as the price of 
potatoes in the community rises or falls. (Using last years price level 
as a determinant, current production either increases or diminishes as 
producers enter or leave the potato game.) The year 191+7 was a particu
larly good potato year as was pointed out in Chapter Two. The result in
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19U8 vrffls .in Increase in Montana icreage of more than 2,000 acres harves

ted, over the !Pu? plantings.V The number of additional producers for 
Ipltv also reflected this trend. * major portion of the increased acre

age in 19h£ Tas probably the result of a relatively few large commercial 
GTcmrrs, "owever, the many new producers in the potato game for 1)1*8 also 

contributed an appreciable acreage as well as adding materially to an 

enlarged total state production. If growing conditions in 1)1*8 had not 

been so good,±/the effect of this enlarged acreage and production would 

not have been felt so severely by growers, especially small producers 

supplying small local outlets. The increase in the number of individuals 

supplying unimportant local markets was quite large. ATierc several gro

wers divided a market in 1)1*7, many competed for this same outlet in 1)1*8. 

The influx of these "wildcatters", those producers who are in potato pro

duction one year and out of production for the several following years, 

present the real problems to the email grower whose only outlet is commu

nity stores. These individuals are generally undesirable growers as they 

are unwilling to accept the poor years with the good years and stay in 

production to build for a local supply sufficient to enlarge market oppor

tunities. This type of erratic production makes it almost impossible to 

set up and run intelligently any type of marketing policy. The problem 

to be handled in the small local markets then, is one of eliminating this

I/ USDfl, Montana Agricultural Statistics, Montana Department of Ahri- 
culture, Helenai December, 1)1*8.

2/ Chapter Two, page 2U, historify this unusual production period.



type of notion ngsoelsted marketinr; effort and dovetail supplies to fit 

nn important Montana market channel.

The previous discussion on erratic production involving speculative 

producers entails the need for discussion of our federal support program 

r-r It affects the potato industry in Montana.

Potatoes came under the Stegall Amendment in 19U3 at the request of 

the 0Coretary of Agriculture. Short potato stocks in 19U1 and 19h2 

guided this decision. It 'fab felt that the possibility of producing too 

many seemed preferable to risking shortages. This request by the Secre

tary of Agriculture automatically insured the support of potato prices 

at 90 per cent of parity for the duration of our national crisis.

The Agricultural Act of 19UB extended support of 90 per cent of par

ity to include the 1948 potato crop. After 1948 however, support prices 

have been flexible and may range between 60 and 90 per cent of parity.!/ 

The effects of our governmental support program on Montana potatoes 

have, cot been completely desirable. Producer and consumer ,acceptance of 

this legislation has not been enthusiastic.

A majority of Montana producers interviewed by the autnor have many 

convictions against our national support program aa it functions today, 

ft part of their dislike is well founded, but a significant amount of their 

feeling against this program is an expression against the curtailment of 

any type of agricultural production. Naturally, the first problem to 

arise in connection with putting this legislation into effect was the

I/ I'cr a more extensive discussion on federal support legislation 
and parity concept, see appendix, page 27 •



allotment of a limited acreage among states. These allocations -«ere made 

on a historical base. percentage of the individual states production 

prior to 19it3 was tne deciding lector on what that state would receive 

from this acreage quota. Statee that had been an important source of 

potato stocks naturally received the larger allotments. This was perhaps 

the fairest means of dividing this acreage quota when it was decided that 

p, stable annual potato production was needed. However, many states felt 

they had not received an equitable part of available allotments. There 

'rere probably examples of unjust allocation, but this was a function of 

poor management and execution and not the fault of the lav. itself. Mon

tana's share of national acreage allotment ’.vas all that could hnve been 

expected. State officials guiding support legislation within the state 

expressed an opinion that practically all corjnercial acreages complying 

with program regulations could be supported with the state's allotment. 

The original acreage quota for Montana was set at 9,600 acres. The quota 

was maintained at this figure until 19U8 when it was reduced to 9,200 

acres.

The state quota was divided up among the individual counties employ

ing the same base used to ration the national quota among the different 

states. A potato advisory board was established to advise and assist 

federal and state officials in making these allocations. This advisory 

board consisted of a number of important and influential growers from the 

important potato districts. Any allocation of acreage to a county was 

made at the recommendation of this board.

The rationing of producer allotments was made by a committee
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established within the county. A producer* sJL/quota was based on produc
tion records established before 19h3.

The serious shortcoming in our agricultural policy is not found in a 
purely administrative task such as acreage allotment. Problems of this 
nature would be relatively easy to correct. The difficulties that have 
arisen are the result of imperfections in our national farm policy. The 
author has attempted to point out some of these defects as they affect 
the Montana producer.

The method employed by the government to re-establish prices received 
by potato growers came in for the largest amount of criticism. Price sup
port has been given by loans, by purchases, and by diversions. Table TI, 
lists the total government purchases since 19U3 and their cost to the 
American tax-payer. The effect of government purchases and a supported 
acreage production has the same effect as an e x c e p t i o n all y  fine annual 
potato price. Government support had the effect of setting the market 
price on all marketings, especially the late crop stocks. LarfclS growers 
in Montana have continually refuted the planning behind this type of 
program because growers who wouldn't conform to regulations and come under 
the program, gained at the expense of producers who abided by acreage 
allotments. Speculation in the form of large potato crops was a very pro
fitable business from 19U3 to 1947. Growers who gambled by producing 
acreages larger than would have been possible under the Stegall Amendment 
generally received a price comparable to production supported stocks.

l/ Table Vi, page £2, Production of Potatoes, surplus purchases and 
diversions, and cost of price-support program, 1943-48.



It wasn’t until 19U8 that growers outside the program suffered. Govern

ment purchases and diversions were unable to keep market price at or 
above support levels during this period. It is doubtful that speculation 

in potatoes would have been so profitable if the entire national acreage 

quota had not been pledged by individuals during the period of national 

emergency. The curtailment of acreage by a large number of gorwers was 

responsible for this condition. The judgement of whether this condition 

was right or wrong depends upon the economic position of an individual.

The outstanding fault is the inconsistency of our government program* ft 

total national production necessary to meet a critical demand was the 

original idea of bringing potatoes under the Stegall Amendment. The same 

program is now attempting to limit stocks to a point where current produc

tion will just clear prospective demand. It seems odd that a national

TABLE VI, PRODUCTION OF POTATOES, SURPLUS PURCHASES AND DIVERSIONS,
AND COST OF PRICE-SUPPORT PROGRAM UNITED STATES, 19U3-U8

— $2 —

Crop
Year

Production

Surplus
Purchases

and
Diversions

Net
Total
Costs

Net
Costs
per

Bushels
1,000 Bushels 1,000 Bushels 1,000 Dollars Dollars

19U3 458,867 23,573 21,662 .92
19Wi 383,424 3,612 3,346 .93
19U5 418,765 22,835 14,702 .6419U6 484,174 107,870 91,261 .85
19U7 389,048 34,193 53,501 1.5619I46 445,85o 131,945 222,547 1.69

Source; USDA, Problems in Marketing Potatoes, Bureau of Agricultural Eco
nomics, Washington, D. d.i July, T9U£.
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program instituted for ons purpose should attu.npt to see owlish an entire* 

Ijr different result. The shortcoming experienced by this planning can be 

seen viiun you consider the total support cost for potatoes in I^US. The 

reduction of demand by our armed forces and lend lease shipments together,

. ..tii a build-up of speculative stocks, increased the total cost of our 

potato program. The surplus stocks in evidence during the past six years 

may be laid directly* to our v/ar-tinc and post-war policy relative to price 

supports and agricultural guarantees. There arc other factors, of cou-se, 

which exert pressure towards creating sn-plmes. hut with the Stronto, 

uowuid enjoyed bp- all agricultural products, reallocation of resources 

would be more complete if it weren’t for governmental legislation keeping 
factors of production employed in the 0rowing of potatoes. The assumption 

op federal officials that land was the Iimitin* factor of production in 

Controlliate available stocks, and that potato production could bo limited 

by Iiiaitinte acroateo plantings, was entirely wrong. Too little considera

tion was given to the advanced technology and skill that has come about in 

the science of potato culture. These factors employed by potato special

ists have more than equaled the reductions cade in acreage plantings.V

There has been a constant demand by both consumers and producers to 

Oh=UigS the methods employed by the government for parenas .nig these surplus 

SKOcks. Montana growers woula favor a system of compensatory payments 

over tiie present system. Growers feel that this type of support would

I/ See figure 5, Chapter Two, for picture of rapidly rising yields 
per j*"re particularly in recant years.
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eliminate epeoulation in potato production. Growers in this type of plan 

would market their product at the "going market price", and, if this price 
was below a supported level, then government payments would make up the 

difference on supported acreages. Consumers have also expressed a pref
erence for this type of payment since they would enjoy the benefits of 

this plan by paying a price set by a competitive market.

Whatever our future policy is in stabilizing farm income, we must 
allow adjustments in production to take place unhindered by federal legis
lation. It is the hope of officials in our government that lowering 
parity price from 90 per cent to 60 per cent will accomplish these read
justments necessary for a healthy potato condition.
B. Potatoes in Montana agriculture.

The importance of potatoes in the total agricultural production for 
Montana is quite limited* In 19U7, potato stocks produced within the 
state were valued at 3,60lt,000 dollars. This means that potatoes account
ed for approximately one per cent of the total cash receipts received by 
Montana farmers for all agricultural products. V  Potatoes play a far more 
important part in total crop receipts, however. Approximately five per 
cent of the total receipts for Montana’s irrigated crop production is 
derived from potatoes. Table VII, page 55 gives a comparison of crop im
portance for irrigated areas in Montana. The crops selected were chosen, 
not only for their importance, but also because these crops compete for 
available production factors on our irrigated sections of Montana. This

l/ USDA, Montana Agricultural Statistics', Montana Department of Agri- 
culture, Helenai December, 1̂ 1*8.



TAHLS VII, ACREAGE, YIELD, PRODUCTION, AND VALUE OF 
NINE SELECTED PRODUCTS, MONTANA, 19U7

Y ield Value 
Crop Acres per Production Total per 
_____________Harvested______ Acre Value Acre

1,000 acres 100# 1,000# 1,000 Dollars Dollars

Sugar Beebs 77 234.0 1,798,000 11,058 134.85
Peas 16 10.9 17,520 697 55.71
Beans 26 14.1 36,000 3,114 121.66
C o m Ut 16.3 22,212 792 58.24
Wheat, all 193 15.6 302,352 12,044 62.11
Barley 115 20.7 238,230 5,598 45.59
Alfalfa Hay U90 37.8 1,842,400 17,963 36.65
Oats 107 26.2 279,594 4,474 41.89
Potatoes 10 97.2 94,902 3,132 321.25

Source: USDA, Montana Agricultural Statistics, Montana Department of Agriculture,
Helena: December, 191$. ' T'



competition between crops is most severe for su^ar beets and potatoes, ro

tational practices demand the use of grain crops and legumes for proper 

coil maintenance when row crops are produced. Therefore, most all the 

crops listed mny be complimentary as well as competitive to potato culture.

The per-acre return for potatoes, as shewn In Table VII, is over 

twice that of any other agricultural crop. The problem before us, however, 

is; if potato production is increased in Montana to a point somewhat com

parable to other agricultural crops, will the per acre returns remain at 

such a high level? It is the author’s opinion that with proper guidance 

and adequate planning potatoes can compete at any level of desirable pro

duction with all other crops that are produced in Montana.
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CHAPTiSR IV

Market Program for Montana

A. Market improvement.

The need for much improvement in potato marketing for Montana is eas

ily seen when you examine the previous chapter. These improvements must 

be initiated if producers are to compete with other areas for out-of-state 

marks ts. The nature of these marketing problems places them in three 

general categories.

Limited Volume of Production

Potato production in Montana must choose between two alternatives if 

it is to enjoy economic well being in the near future. The first choice 

is reducing current annual production to a point where state consumption 

almost approaches total production. The second alternative is to increase 

state production sufficiently to insure the safe operation of some type 

of ,marketing association. In soma areas of Montana the grower does not 

have to consider the alternatives mentioned above. Because of climatic 

conditions in Montana, tne choice of crops to be included in a rotation 

plan is quite limited. Because potatoes can be produced here, many far

mers will use them in their production regardless of the outlook that 

potatoes might have. But in many irrigated areas of Montana, these alter

natives must be considered. VShat choice would be best over the long run 

is too difficult to determine at the present time, but since farm groups 

as a whole will not sanction the regressive action that the first alter

native suggests, then steps must be taken to put into effect the second 

suggestion. It seems odd that recommendations for larger production in
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Montana be advocated even though it wao clearly pointed out in Chapter II, 

that normally the nation as a whole produces a burdensome surplus. This 

increase in Montana production would have to be at the expense of other 

potato areas. However, this increase in Montana's potato production could 

be justified if potatoes wore efficiently produced and marketed within 

the state. Irrigated areas of Montana offer many advantages needed for 

this shift to extensive specialised production. Relatively cheap high 

producing lend, sufficient water, and proper climate produce excellent 

potatoes. The expansion in state production is only possible if potatoes 

can be grown and marketed nore efficiently here than in other producing 

areas.

The need for enlarged state production is critical since present 

supply does not insure safe operation of some type of production and mar

keting association. Funds for operation of this type of enterprise are 

usually secured by a levy on the volume of produce handled. The volume 

of current production is insufficient to raise the funds necessary for 

operation of a state wide organization. This does not however rule out 

the possibility of eventually gaining this needed organization. Any re

commendation made at this time should point in this direction because 

state wide organization presents a unified, front in competing with other 

areas for available markets.

Lack of Functioning Marketing Facilities

While present total supply is insufficient for a state wide organi

zation, many districts have the necessary volume to establish local 

community associations. Figure I, page 17# illustrates plainly the
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potato areas of Montana. There are eight major producing districts sca

ttered throughout the state. Four of these districts, the Kallspell crca, 

Doer Dodge Valley, Kllk River Valley, .and the FIelena-Toimoend area, all 

Fxavc Mifrietrnt production for vXainteinlr.. district associations, fit the 

prose t tls.e there Is one community association operating within the state. 

This association is the "Northern Montana Potatoes Incorporated" located 

nt Harlen, Montana, in the Milk Plver Valley. The purpose of this assoc

iation ie mainly storage and little effort has been expanded on utiliza

tion of proper marketing techniques.

The introduction and development of local district aeseclrtions would 

SlCConiIish a greet deal towards alleviating the lire need for additional 

marketing facilities in Montana. This type of organization would also 

provide the framework for community owned high cost equipment needed for 

efficiently producing potatoes.

The trend of specialized production in potatoes occurring generally 

throughout the United States has been largely influenced by three impor

tant factors. Tha high "ixed investment cost of labor-saving machinery* 

the need fox* sufficient volume of production to command important mar

kets and the importance of functional marketing facilities to properly 

assemble, grade, package, and store, current potato stocks. In Montana, 
the small and medium sized potato growers hove experienced extreme mar

keting difficulties because they have been unable to secure any of the 

above mentioned objectives necessary for orderly marketing. The possi

bility of reducing the severity of these problems is very good if dis

tricts producing a large volume of potatoes could come to agreement and
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sat up some type of organization. While expensive labor-saving machinery 
and adequate storage is beyond the reach of the average Montana producer 
it would be possible to have access to such facilities if they were com
munity owned.

The results of investigations completed up to date*/ indicate that 
reduced production costs offer the greatest possibility for increasing net 
returns to the producer.2/ As was stated earlier in the text, the areas 
of production which produce and market their product most efficiently will 
continue in the potato game. It is imperative that producers in Montana 
be able to enjoy this Increased net revenue made available by employment 
of proper and adequate machinery. Another important factor besides net 
returns could be accomplished. Montana, due to its climatic conditions 
is very limited in the number of cash crops it produces. Potatoes could 
be an important rotational crop on irrigated areas if it were possible to 
efficiently produce this product* This means that these facilities are 
necessary if potatoes are to remain in a rotation. The diversified farm
ing areas of Montana would profit by increasing the production flexibil
ity of growers.

The need for assembly, grading, packing, and storage facilities is 
critical. The importance of volume In commanding market outlets poses a 
serious problem to the smaller producers. The erection of suitable

I/ USD.* , Marketing Late-Crop Potatoes, Bureau of r-., r!cultural Eco- 
nomics, Washington, D. C.i February, 1929.

2/ While present marketing research has made great strides in in
creasing marketing efficiency, these savings are more difficult to meas
ure than reductions in production costs and generally an elapse of time 
is necessary to correctly determine their extent.
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assembly plants where large volume of stock can be collected would be a 

big factor In easing the difficulties the smaller ^rowers experience in 

their potato marketing. These central assembly points would also correct 

another shortcoming by contributing towards uniform grading and packaging. 

It would mean that all potatoes moving out of one district would bear the 

same brand name and each lot would be of the same grade and quality. 

Facilities would also be available for packaging in the type of container 

and in the form a specific market outlet desires.

The cost of erection and maintaining suitable storage would also be 

alleviated for the individual growers. Storage facilities for Montana 

potatoes have become a necessary evil to a large number of Montana pro

ducers. Vifhile there has been a notable advancement in the number of ade

quate cellars erected in the last three years, they have placed the indi

vidual producer in a financially dangerous position. He has so limited 

his operating capital he is unable to take advantage of different produc

tion schedules which in some cases would return greater dividends to him. 

The most important factor, however, is the large additional fixed cost he 

must assume. This unequal ratio of fixed costs compared to variable cost 

makes it impossible for producers to roll up during times of light demand. 

Therefore, his production schedule ia generally out of step with market 

demand even though the producer is well informed and has sufficient in

formation to Intelligently and astutely plan his years' operation.

Investigations carried out in Nebraska point out the problem storage
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poses to the individual g r o w e r I t  was found that for table stocks, in

creased winter price netted the grower a profit in one third of the years, 

it broke even another third of the years, and the remaining time the cost 

of holding stocks was greater than the increase in price. The farmer is 

faced with this tiilerais because the average consumer is unwilling to 

assume some part of this market obligation. Most consumers especially 

those in urban areas buy generally ten days to two weeks supply of pota

toes at a time and present information indicates that they will continue 

to purchase these small amounts. Since consumers are willing to pay a 

nominal increase in price for some other party in the marketing schema to 

carry out this market function, then producers are saddled with this task. 

The risk of assuming this burden would ba made easier by associated effort.

The last, but not the least important functional facility necessary, 

is the establishment of some type of market information bureau. Facili- 

tios must be available for, not only analyzing and editing market demand 

and supply information but also present sales material for obtaining 

additional market outlets.

Thu dally market news coverage for the larger central markets is 

quito complete as the Market Hews Service of the Production and Marketing 

Administration issue reports Coverintil price and grade of arriving potato 

stocks, volume of shipment, and attitude of market for these stocks.

These daily bulletins are mailed to any producer who requests them. How

ever, these reports usually arrive several days late and while growers can

XJ Werner, k. O., Commercial Potato Production in Nebraska, Nebraska 
Experiment Station, Lincolni June, 19u 7, p. 176.



note trends for a particular market they are never too sure of just what 
the market will be like by the time their stocks arrive at its destina
tion. There are also several private sources which issue market informa
tion by either mail or wire to subscribers. There is however no informa
tion available to the Montana producer covering the intr-state urban 
markets. Information as to stocks on hand, car loadings, and market de
mand is lacking in entirety. Also personal experience is the only guide 
as to market preference. The Montana Federal Agricultural Statistical 
Service issues news releases concerning production data and available 
state potato stocks, but these are not in the form that producers can rea
lize a great deal of benefit from. The outstanding progress that would 
be possible in the immediate future could come from establishing a news 
service for collecting and analyzing this type of information. If basic 
supply and demand information for state markets could be accumulated, it 

would give Montana producers some idea as to what is a fair price for 
their product. This would make a big step in the direction of reducing 

cut throat competition between producers for market outlets. It would 

also eliminate the unfair advantage transit truckers employ to gain pota~ 
to stocks at their price simply by playing one producer against his neigh

bor. Information of this nature would also eliminate the competition of 

grade and price for many of Montana's larger urban areas. Too frequently, 
producers have supplied markets with number two's and commercial grade 

potatoes at $1.25 per hundred weight, and, as a result, their number one's 
could not secure outlets at $2.25 and $2.50 per hundred weight. An

— 63 —
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accentuated example of this harmful marketing tecImique was experienced 
'b y a Eiediun x . I .z a d groirar in the Billings area. Upon c o m p l e t i o n  of his 

potato harvest he graded his production and marketed his two's and culls 
immediately. He found that even after he had sold his culls he didn't 
have room enough in his storage for the rest of his production so he was 
forced to sell a considerable portion of his number one's. This producer 
had developed an excellent local Karket and he expected a good price for 

a high quality product. However, he had supplied this market with a low 
grade product at $1.2$ per hundred weight and as a result he couldn't 
dispose of his number one's at any figure above this amount. This is an 
expensive way for producers to gain important marketing judgement.

The utilization of basic supply and demand information may be shown 
in another way. Figure 8, page 6$, illustrates interpretation of this 
type of data by use of a potato barometer. The wall informed grower who 
has a good knowledge of potato marketing history along with satisfactory 
current information is the groirar who will continue to hold his share of 

a limited market. Figure 8, indicates that when basic supply information 
reveals to the grower a total production of over three bushel per capita 
then there is little chance of Iato storage returning a dividend to the 
producer. During the period this date covers, if growers had based their 

marketing schedules on the general supply indicators they would have been 

right three out of every four years. This type of information should not 

be the only base for making a final decision, however. If too many grow
ers utilized information of this nature, especially during a supposedly
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short year, then growers would stand to suffer a considerable loss on late 

storage. This condition could also exist for a large crop if the bulk of 

our total supply w r e  marketed short.

The bulk of the effort expended by organised groups and state-federal 

institutions to increase marketing efficiency has been in this field of 

market information. There ic, of course, a reason for so much emphasis 

being placed on this one phase of marketing. The Research and Marketing 

Act of 19U6 made available nine million, dollars in 19ii7 for investigation 

and research. Since expansion of consumer demand and preference informa

tion does not step on anyone’s toes, it would be much easier for institu

tions to carry on this type of research. Also, there has been little or 

no previous work completed on what the producer should market. The pref

erence of separate markets toward a specific variety and the place of 

quality, size, and package form necessary for strengthening of demand is 

tha first approach to increasing market efficiency. The accumulation of 

this type of information would be impossible for the individual Montana 

producers, but if market bureaus were set up in cooperation with these 

recommended district associations, collection of important date could be 

a possibility.

It is the author’s firm conviction that the establishment and proper 

management of district potato associations could, by their own efforts, 

bring about these necessary improvements for orderly potato marketing in 

Montana.

Educational Meeds

The establishment of any orderly marketing structure is not fulfilled



unless arranfcenicn ts for conducting education Clanotia for all members of 

an association a ire completed. By far the most important factors affec- 

ing the micoessful operation of associations has been the rolune of busi

ness conducted and manarerlal ability employed. Business eyper1Orce of 

the past thirty years indicates the importance of these two factors in 

failures of marketing cooperatives to remain solvent.V  The experiences 

of marketing aesociations in Montana have been a repetition of these two 

fault.-;. Several small fruit associations in the Bitterroot, Valley have 

failed because of lack of proper education for the members of these asso

ciations. In one specific case, ?r association was operating with n good 

deal of success in this district. A f*rr group in the pres w?e losing a 

number of members because of the1T interest in this other association so 

their decision was to establish a marketing cooperative in the district 

already serviced, by the first association. As a result of two coopera

tives bidding for a volume of produce sufficient to adequately sustain 

only one such organization both concerns failed. The big loss suffered 

by these failing concerns falling wea not the value in dollars and cents 

of physical plant but the loss of confidence in associated marketing eff

ort. It might be mentioned that this area is still plagued with the dif

ficulties that were being eliminated while their marketing cooperative 

was functioning.

The education of any association membership must do two things if it 

is to be effective at all. The first job of an educational program is to

l/ Halottj D. W., and If art in, 3. F.,' The AgriVuitTraTTnduTtries^ 
McGraw-Hill Book Company, New Yorki 1939.
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acquaint all persons doing business with the firm of their duties and 

obligations necessary for successful operation. Also included in any 

educational plan of this nature is an outline of obligations and services 

that each patron can expect by belonging to such an organization. The 

need and benefits of organised marketing should be strongly pointed out 

aa well as its shortcomings. Harmony among producers is vitally neces

sary in any association and in the case of a producer marketing associa

tion it is more readily obtained if an adequate educational training is 

carried through.

The need for competent and experienced management is imperative. An 

enlightened membership will insist on such a policy. The lack of an ade

quate educational program can be readily seen by observing the operation 

of a certain cooperative located in northern Montana. This group construc

ted a large assembly and storage plant and set up a directory for manag

ing the association. This board elected one of its members as super

visor of the plant and manager of all marketing activity* While this pro

ducer was a very good farmer he had little knowledge of marketing tech

niques. This association has continued to operate but its activity has 

been mainly that of providing storage for its members and little market

ing promotion has been accomplished. Since the establishment of this 

firm there has been no educational program provided for its members. 

Members do no realize the benefits such an organization can fulfill be

cause of this shortcoming. Most of the marketing in this area is done by 

individuals and they bid between themselves for available local markets.



In thft fall of 19U8, one of the directors of this firm trucked several 

car loads of cull potatoes into Havre and disposed of them at $1.50 per 

hundred weight. Other members in the same area were unable to sell their 

beat grade of potatoes in Havre at any price until these cull potatoes 

were off the market. It would be too much to hope for to expect members 

to follow proper marketing techniques if management is not better inform

ed. If producers were educated by proper instructional means then incom

petent management would not be tolerated.

The second task education must accomplish if it is to be successful 

is the continual enlightenment of all membership on current marketing 

history. The current demand and supply situation should be continually 

pointed out if producers are to realize the ,job their association is 

doing. The findings and reports of all research should be made available 

to members. If it is at all possible, local associations should do some 

work on research projects of their own. These need not be major under

takings to accomplish their most important result and that Is building up 

interest of all members for their association.

The establishment of news bureaus within the association is perhaps 

the best means of promoting this type of education. Any market date that 

directly affects the association can be tabulated and analyzed by this 

division and then published for the benefit of all members. If all pro

ducers enjoy availability of information pertinent to operation, then 

management's task of successful operation of the firm is mode that much

— 69 —

easier
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CHAPTER V

Human Consaaiption of Potatoes

A. Their place and use in the home.

Potatoes are by far the most important horticultural crop in terms of 

monetary value consumed by the average American home.2/ Their vide spread 

use rnaji be attributed to the high quality, flavor, and. ability to compil

er: nt most foods commonly served by the American housewife. There Is also 

aiiother important reason potatoes are popular in our diet ond this is the 

Iovr cost of serving potatoes. Figure 9, page 71# gives comparisons betwe

en costs of servings of most of our common vegetables anti alternatives 

foi potatoes. It is easily seen that with the exception of cabbage and 

bread, potatoes nr© the cheapest food obtainable. This of course Ic one 

of the reasons why potv.to consumption is much greater in tho low income 

groups titan would normally be expected.

The important part of potatoes as a food is not only the cost of 

serving but also the nutritive value potatoes contain. Table VTII, shows 

the nutritive value of 100 grams of potatoes and of equal, quantities of 

three other foods that are often used instead of potatoes, and the quanti

ties of the various nutrients that the National Research Council haw re~ 

coimnenudd as a daily dietary Allowance for the physically active man.

Table IX, shows the proportion of tho recommended daily dietary allowance 

which 100 grams of these foods furnish. It is easily soon that potatoes 

offer large quantities of a number of necessary nutrients, in addition to

l/ USDA, Price Spreads Between farmers anci Consumers for Food Products 
Bureau of Agricultural Economics, Washington, D. C.i September, l9lt£.
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food energy that the starch furnishes.

Few foods era a cheaper source of so many nutrients. Cf the foods 
listed in Table X, page 7h, only Navy beans, rice, and bread were cheaper 

sources of food energy (calories), even in June when the price of pota

toes was relatively high. Only bread. Navy beans, and canned green peas 

efforded a cheaper source of iron. Thiamine (Vitamin RjJ could be obtained 

ziore cheaply only In bread and Navy beans. Only bread was cheaper for 

Niacin. Ascorbic acid (Vitamin 0) could be obtained at less cost only 

in cabbage.2/

ft large number of people consider potatoes to be a particularly fat

tening food. While it is true starchy foods contain a certain number of 

calories, they ore needed by all persons for a healthful and happy life.

The quantity of calories derived by consumption of potatoes is not nearly 

as great as the amount given off by the three foods generally used to 

replace potatoes in our diet. Since potatoes are such a wood source of 

other necessary nutrients it might be better for people to uive up certain 

other foods and keep potatoes in a diet whenever it is recommended that 

calorie intake be reduced*

B. Fot-ito processing.

The use of potatoes as a ;recessed food is quite limited. At the 

present time there are but four important potato processed foods being 

used to any extent here in the United "bates. Potato flour, frozen

I/ USDA, Problems in Marketing Potatoes, Bureau of Agricultural 
Economics, Washington, 6. G.j July, 19U9, p. 57.
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TABLE VIII- NUTRITIVE VALUES CJF 100 GiiAilS QF POTATOES AND OTHER SELECTED FOODS AiHD 
NATIONAL RESEARCH COUNCIL’S RECOMMENDED DAILY ALLOWANCES FOR A PHYSICALLY ACTIVE MAN

Food Pro- Cal- Vitamin Thia- Ribo- Ascorbic
Water energy tein cium Iron A mine flavin Niacin Acid

Potatoes, cookedi/
Pet.
7778

Cal.
- & 3

Grams
2.6 S' Mg.

.7
I.U.
-5o" 708 % l!§' ff'

Bread, white, enriched 
Macaroni, spaghetti.

35.9 261 6.5 56 1.8 0 •2k .15 2.2 0

cooked 75.0 98 3.7 6 .3 0 .02 .02 •k 0
Rice, cooked
Recommended daily dietary

7U.U 106 2.2 3 .2 0 .01 .01 .3 0

allowance for physically
active man 3,000 70.0 1*000 12.0 5,000 1.50 . 1.8 15.0 75

I/ Data given 'in the first six columns relate to raw potatoes. V
Sourcet Bureau of Human Nutrition and Home Economics, Tables of Food Composition in Terms 

of Eleven Nutrients, United States Department of Agriculture, Washington, D. C.: 
19L5.

TABLE IX - NUTRITIVE VALUES OF 100 GRAMS OF POTATOES AND OTHER SELECTED FOODS AS 
PERCENTAGES OF NATIONAL RESEARCH COUNCIL'S RECOMMENDED DAILY ALLOWANCES FCSi A PHYSICALLY ACTIVE

MAN

Food
energy

Pro
tein

Cal
cium Iron

Vitamin
A

Thia
mine

Ribo
flavin Niacin

Ascorbic
Acid

Pet. Pet. Pet. Pet. Pet. Pet. Pet. Pet. Pet.
Potatoes, cooked TTE- s r r IT T FTT -T T FTT TTT KT IuTT
Bread, white, enriched 8.7 12.1 5.6 15.0 0 16.0 8.3 lit. 7 0
Macaroni, spaghetti, 
cooked 3.3 5.3 .6 2.5 0 1.3 1.1 2.7 0

Rice, cooked 3.5 3.1 .3 1.7 0 .7 .6 2.0 0

Source: Bureau of Human Nutrition and Home Economics, Tables of Food Composition in Terms
of Eleven Nutrients, United States Department of Agriculture, Washington, D. C.: 
1916.



TABLE X - COST OF ONE SERVING OF POTATOES AND OF OTHER SELECTED FOODS, 
UNITED STATES, JUNE AND OCTOBER, 19U8

Food item Serving
size

Raw 
weight 
of one 
serving

Price per 
Pound

Cost per
Serving

Relatives: cost 
per serving of 
potatoes Z  ICQ

June Oet. June Oct. June Oct.Pounds Cents Cents Cents Cents
Potetoes I medium .30 6.3 lt.8 1.89 l.ltit 100 100Cebbage I cup shredded .16 6.9 5.3 1.10 .85 58 59Breed 2 slices .10 13.9 13.9 1.39 1.39 TU 96Rice 2/3 cup cooked .08 21.3 20.0 1.70 1.60 90 111Beans, Navy 3/U cup cooked .09 22.8 20.it 2.05 1.81* 106 128Sweet Potatoes I medium .30 lit. 2 9.U Iu 26 2.82 225 196Carrots 3 small .30 llt.l 10.3 1.23 3.09 221* 215Peas, canned l/2 cup .25 11.8 15.3 2.95 3.82 156 265green
Tomatoes, canned 1/2 cup •2k 13.9 16.3 3.3lt 3.91 177 272Beans, fresh 1/u pound .25 20.2 16.9 5.05 it.22 26? 293green
Com, canned l/2 cup .25 15.8 19.9 3.95 it.98 209 3U6

Sources USDA, Problecta iu Marketing Potatoes, Washington, D. C.t 19U9.
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prepared potatoes, dehydrated white potatoes, end boiled white potatoes, 

canned, make up the list of the more important potato processed foods. V

The use of potatoes for processing into flour has increased by leaps 

and bounds the past two years. This of course is due mainly to the de

mands induced by relief feeding in Europe. In September and October of 

19U8, 57,000,000 pounds of potato flour were delivered to the army for 

shipment to Europe.3/ The demand for potato flour here at home is a dif

ferent story however. There is very little potato flour used by the 

average American housewife and commercial concern. In a survey conducted 

by the United States Department of Agriculture, only one buyer in one 

hundred interviewed indicated that they were using potato flour at the 

present time.^/ The unsuitability of potato flour for individual cooking 

requirements was the most common fault lodged against this product by 

buyers who had used potato flour previously. Of the individuals who had 

never tried potato flour, lack of information concerning possibilities 

potato flour offers in food preparation was the big reason for not using 

this product.

The use of prepared frozen potatoes has wide spread use especially 

in the urban areas. While the quantity of potatoes consumed in this

1/ THe omission in our discussion of the potato chip industry ns an 
important processed food was necessary because of lack of accurate, up-to- 
date production and marketing information.

2/ Greaceo, L. J., "Potato Production Report, July I," The Potato 
World7 The National Potato Association, Ghicagoi July, 19U9, p. 2.

3/ USDA, Potato Preferences Among Restaurant and Hotel Buyers, Bureau 
of Agricultural Economics, Washington, D. C.i April, 19U9, p. 25.
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mumiei* ien* t great it could be an important outlet in times of surplus. 

Pro-preparation of potatoes is expensive and this is one handicap towards 

developing a general market. Yihilo frozen, french fried potatoes may in

crease in market importance as tine goes by it v t x l l  never be a significant 

source of market volume.

The processing of potatoes into u dehydrated fora was largely brought 

about by the demand from the Armed Forces for a product which would require 

little space and which would keep indefinitely. Since the end of hostil

ities, some commercial concerns such as hotel and restaurants have used 

then to an extent as well as the United States Armed Services. It seems 

that the important reason for dehydrated potatoes not being used here in 

America is the lack of information concerning this type of product. A 

second reason for lack of use has also been the reluctance to try anything 

new. The dissemination of more information concerning this product might 

bring a considerable increase in its use. Along with potato flour, dehy

drated potatoes offer perhaps the greatest possibility for increasing 

the consumption of processed potatoes.

The United States Department of Agriculture reported in their survey 

that one in every 20 buyers interviewed need canned boiled potatoes.!/

As in the case of prepared frozen potatoes, canned stock were too expen

sive for many groups of consumers. This naturally limits their market 

outlet. The likelihood of this type of package of ever assuming an im

portant place in processed foods Is quite rare. While it may be possible

V  PSDA» Potato Preferences Among Restaurant and Hotel Buyers, Bureau 
of Agricultural Economics, Washington, D. d.i April, 19U9> p. 2i>.



to develop a considerably large outlet by catering to higher income groups 

it doesn’t appear at this time that much effort is warranted in the devel

opment of this market.

C. Peeled potatoes a reality,

A new market outlet has just been established by the discovery of a 

preparation making possible the peeling of fresh potatoes and keeping of 

this product indefinitely. The Miller's Prepared Potato Company, Blue 

Island, Illinois, has just announced the discovery of a solution when 

applied to freshly peeled potatoes will keep this product many days with

out deterioration of quality. The potatoes are peeled, dipped in this 

solution, and packaged in a pliofilm bag. The demand from restaurants and 

hotels for this product is said to be great. It has made possible the 

enlargement of a market generally limited because of the undesirable 

characteristic of preparing potatoes for consumption. Commercial concerns 

have always frowned on the messy job of peeling potatoes and this should 

relieve them of a very undesirable task.

It is improvements such as this that will do much in advancing pota

to demand in the United States.
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APPENDIX A

Fall and Winter Support Progracj/

The United States Department of Agriculture on August 191*8, 

announced a basic change in the previously outlined plans for 191*8 pota

to price-support operations. The cange was made necessary by mandatory 

price-support provisions of the Agricultural Act of 191*8, passed late 

in the last session of Congress. The Department at the same time announc

ed the price support schedule for the late potato crop.

The 191*8 crop potato price support program, which was announced by 

the Department last March, provided a loan program as the only means of 

support for the late crop. Mandatory potato price support at 90 per cent 

of parity, as provided under the Steagall Amendment, was scheduled to 

terminate on December 31 this year. The program therefore, provided only 

loans, and required that they be negotiated by December 31. Under the 

Agricultural Act of 191*8, however, 191*8 crop potatoes must be supported 

at 90 per cent of parity even if they are not marketed until some time 

in 19l*9. The changes announced today are in accordance with this pro

vision.

The revised price support program, in effect, re-establishes the 

basic pattern followed for the 19l*7 crop, when the mandatory 90 per cent 

support provisions under the Steagall Amendment were scheduled to apply 

through 191*8. The principal change from the plan announced last March

l/ Greacio, L.' J., The Potato A'orjj, YKe National Potato Association,
” Chicago* August, 191*8.



TABLE A - SCHEDULE OP FOB SUfPOUT PRICES 19U8 CROP POTATOES
Late Potatoes

Prices Below are for US #1 Sacked and Loaded FOB
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State
and
Area

Aug. Sept. Oct. Nov. Dec. Jan. Fob. Mar.1/

California 2.60 2.70 2. Bo 2.95 3.15" 5.55 J J u " jJ5
Colorado 2.35 2.50 2.60 2.75 2.95 3.o5 3.10 3.15
Connecticut 2.75 2.85 2.95 3.10 3.30 3.1*0 3.1*5 3.5o
Idaho 2.35 2.50 2.60 2.75 2.95 3.05 3.10 3.15
Illinois 2.55 2.65 2.75 2.90 3.10 3.20 3.25 3.30
Indiana 2.55 2.65 2.75 2.90 3.10 3.20 3.25 3.30
Iowa. 2.U5 2.55 2.65 2.GO 3.00 3.10 3.15 3.20
Maine 2.50 2.60 2.70 2.85 3.05 3.15 3.20 3.25
Uaasacirusotts 2.75 2.65 2.95 3.10 3.30 3.1*0 3.1*5 3.50
Michigan 2.1*5 2.55 2.65 2.80 3.00 3.10 3.15 3.20
Minnesota 2.15 2.25 2.35 2.50 2.70 2.80 2.85 2.90
Montana 2.35 2.1*5 2.55 2.70 2.90 3.00 3.05 3.10
Ilebraeka 2.55 2.55 2.65 2.80 3.00 3.10 3.15 3.20
Nevada 2.55 2.65 2.75 2.90 3.10 3.20 3.25 3.30
New Hampshire 2.75 2.85 2.95 3.10 3.30 3.1*0 3.1*5 3.50
New Jersey 2.75 2.85 2.95 3.10 3.30- 3.1*0 3.1*5 3.50
New York, L.I. 2.75 2.65 2.95 3.10 3.30 3.1*0 3.1*5 3.5o
New York, Other 2.70 2.80 2.90 3.05 3.25 3.35 3.1*0 3.1*5
North Dakota 2.15 2.25 2.35 2.50 2.70 2.80 2.85 2.90
Ohio 2.70 2.80 2.90 3.05 3.25 3.35 3.1*0 3.U5
Oregon, Eastern 2.35 2.50 2.60 2.75 2.95 3.05 3.10 3.15
Oregon, Other 2.60 2.70 2.80 2.95 3.15 3.25 2.30 3.35
Pennsylvania 2.70 2.80 2.90 3.05 3.25 3.35 3.1*0 3.1*5
Rhode Island 2.75 2.85 2.85 2.95 3.15 3.25 3.30 3.35
South Dakota 2.25 2.35 2.15 2.60 2.80 2.90 2.95 3.00
Utah 2.35 2.50 2.60 2.75 2.95 3.05 3.10 3.15
Vermont 2.75 2.85 2.95 3.10 3.30 3.1*0 3.1*5 3.5o
Washington 2.30 2.60 2.70 2.85 3.05 3.15 3.20 3.25
West Virginia 2.75 2.65 2.95 3.10 3.30 3.1*0 3.U5 3.50
Wisconsin 2.30 2.1*0 2.50 2.65 2.85 2.95 3.00 3.05
TTyoming 2.1*5 2.55 2.65 2.80 3.00 3.10 3.15 3.20

Other Strtesjy 2.55 2.65 2.75 2.90 3.10 3.20 3.25 3-30
I/ Prices shown for ^arch are applicable through April ^6,19^9, or

such T-Tber dates as subsequently nro established for each st ate or area.
2/ All states and areas except those for which specific prices by 

months are included in this schedule or in the schedule for Early and 
Intermediate States, dated, March 5, 19U8.

Sources Crescio, L. J., The Potato World, The National Potato Asso
ciation, Chicago", Tlllnois: August, 19U8.



is the continuation of 90 per cent price support through the entire mar

keting season for 19U8 crop potatoes, running into the calendar year 19U9.

Under the program announced today, loans will continue to be avail

able for needed harvest time financing, but participation in the loan 

program will be wholly voluntary and will have no effect upon eligibil

ity for price support. Price support for all eligible 19i*8 crop potatoes 

will be accomplished through purchase diversion, and export operations.

-  79 -

#



- G O -

APPENDH B

Parity - Old and New

Present method of calculating parity prices.

The original definition of the parity principle in the Agricultural 

Adjustment Act of 1933 declared that it was the policy of Congress, among 

other things, to "re-establish prices to farmers at a level that will 

give agricultural commodities a purchasing power with respect to articles 

that farmers buy equivalent to the purchasing power of agricultural com

modities in the base period." This definition has been amended and re

enacted several times, but it has not been essentially changed.

The base period for potatoes is August 1919-July 1929, and the base 

price is $1.12 per bushel, which is the average of the season average 

prices during the base period. The relation of the parity price of pota

toes to the base-period price is determined by the extent to which the 

prices of commodities farmers buy have changed since the base period. 

Thus, the parity price moves up or down as the prices farmers pay may 

fluctuate. The Bureau of Agricultural Economics calculates, each month, 

an index of prices paid by farmers for commodities used for family living 

and for production. This index reflects changes in the level of prices 

farmers pay relative to their average during the base period. To obtain 

the parity price for potatoes for any month, the average price during 

the base period is multiplied by the index for the month in question.

Thus the parity price of potatoes in September, 19U8 was $1.12 multiplied 

by $1.66 or $1.86 per bushel, since the index of prices paid was 166 for 

that month.
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New method of calculating parity prices.

The Agricultural Act of 19U8 provided a new method of calculating 

parity prices which is to become effective January I, 1950. In calculat

ing the parity price of potatoes after that date an "adjusted base price 

•vti.ll be substituted for the present base price. The adjusted base price 

is determined by dividing the average price received by farmers for pota

toes during the 10 marketing seasons (beginning within the 10 preceding 

calendar years) by the index of prices received by farmers for all commo

dities during the same period. The adjusted base price is multiplied by 

the index of prices paid, interest, and taxes, to obtain the parity price. 

It will be noted that in the revised method an index is used which reflects 

changes in interest and tax rates as well as changes in the prices far

mers pay for commodities. This index is on a lylO-lli base.

The parity price for potatoes calculated by the new method is less 

than that calculated by the present method. The average of the season 

average prices received by farmers for potatoes during the 10 marketing 

seasons beginning in the period 1938-U7 was S1.08 per bushel. The index 

of prices received by farmers averaged 168 (August, 1909 - July, 19lLsl00) 

in this period. The adjusted base price is obtained by dividing #1.08 

by 1.68. The Adjusted base price, or 50.6U3> multiplied by 2.5 (the 

index of prices paid, interest, and taxes, was 250 in September, 19ho) 

gives the parity price —  $1.6l per bushel —  for September, 19u6. This 

compares with $1.86, the parity price for the same month calculated by the 

present method.
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SUMMARY AID CONCLUSIONS

A. Generalization of subject.

The potato grower in Montana is faced with many difficult problems. 

The moot important question at the present tine, however. Is that of attem

pting to organize an orderly marketing pattern. Individual producers 

have little control over forces or vectors of digression operating within 

a marrot and; therefore, this task has always been a difficult one to 
handle. The problem is even more severe with the smaller ^rowers in 

Montana. This unseen ratio of size of unit bo severity of marketing pro

blems is explained by the following!

1. Production costs per bushel of product is high

2. Lack of mechanization causes harvesting costs to be great.

3. Small operators are usually unwilling to give the necessary time 
and attention bo produce a high quality product*

Iu Small operators are limited in thoir choice of markets.

Tfhile small growers have a more difficult time with their marketing 

effort than do larger potato producers, practically all the producers 

suffer from this dilomua. There are many reasons for this condition ex

isting with perhaps four factors contributing a major part of the diffi

culty*

1. Limited volume of production handled by individuals.

2. Lack of adequate storage and assembly facilities.

3. Little knowledge of marketing techniques.

L. Total absence of all pertinent market information.

The severity of marketing problems for an individual will undoubtedly



be weighed according to the presence or absence of the above listed fac

tors. Generally snail producers are saddled with all of these factors,

B. Markets for Montana potatoes.

The number of markets available to producers in Montana is quite li

mited. The limiting factor in market availability generally is volume of 

stocks handled by an individual. There were four important marketing 

channels for Montana potatoes in 1948. Table IV, lists these outlets and 

the volume of stocks handled.

TABLE 17

MARKETING CHANNELS FOR MONTANA POTATOES, 1948±/
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Class
of

Market
Volume

Shrinkage
and

Spoilage
1,000 bushels 1,000 bushels

Out of state 163.8 (2)
State urban 948.8 28.1
Local and home
consumption 723.0 38.1

Government purchases 594.3 29.7

I/ July I, W  - June 30, 1949. 
?/ Information not available.

Source: Young, R* 0., Comparison* in Torrae of Car Loadings of Haute
Grown Fruits and vegetables, 1947-46, Montane Department'cf 
Agilcuiture, Missoula: 194’d.

The volume of out-of-state sales is too small considering the fact 

that Montana is a surplus late crop producing area. The market condition 

for 1948 pointed, out this fact very clearly. If government purchases had 

not been as large as indicated in Table IV, market gluts would have been 

evident in all local state markets. Present supply conditions in Montana
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Kialic it imperative that the voluae of out-of-atate sales closely approach 

or equal the volume handled by in-state channels.

The izi-s bate market in,, picture closely resembles that for out-of-state 

sales. There is little actual difference between the volume of these two 

channols when you consider that Montana stocks fUinieh approximately $0 

per cent of the total supply for state ui’ban aar’-sets. Out-of-state pro

duction a^eos supply the rest of these stocks with California areas con- 

Gigning a total of 62 cars of potatoes. Generally, the potatoes moving 

into the abate from California are early potatoes which have little influ

ence on local growers. The other 200,000 bushels of foreign stocks which 

enter the state in direct competition with local potatoes arcs tho ones 

which play havoc with small Montana producers.

The third and largest marketing channel available to growers in Mon

tana is the community market and home consumption outlet. The importance 

of ccMaaxmity markets is overemphasized, however, because of the nature 

of the data that was used to determine volisae of product. It was impos

sible to separate home consumption figures from that of local community 

outlets. This is not too important ao local markets and home consumption 

trends have a great deal of similarity in their operations.

GoVtiriMeat purchases were the second largest market as far as volume 

in 19U8. The 994,300 bushel eliminated from available potato stocks by 

conversions to livestock feed could have been disastrous for the IPhB po

tato crop. The false demand created by government purchases must be ab

sorbed by other market channels in future periods. This is substantiation
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of needed Increases especially in out-of-state markets if a healthy pota

to condition is to be in evidence in Montana.

C. Market program for Montana.

The need for much improvement in potato marketing for Montana is very 

apparent. For any marketing program to be effective in Montana it must be 

devised to handle three important conditions.

1. Limited volume of production.

2. Lack of functioning marketing facilities.

3. Increased educational needs.

The limited volume of potato production in Montana makes it difficult 

to establish an orderly and progressive marketing program. There are two 

alternatives potato growers may choose. Reduce total state production to 

a point whereby local stocks will clear in-state markets or increase pro

duction sufficiently to insure the safe operation of this organized mar

keting effort. Because of the excellent quality potatoes grown in Montana 

it would be a national loss to follow the first suggestion.

The second important qualification concerning market programs is that 

of marketing facilities. Large, profitable markets require large avail

able stocks which is impossible to fulfill without adequate storage and 

assembly plants. With the acquirement of such facilities, would come uni

form, high quality packs which is also a requisite for market comraandibil- 

ity. It is impossible for individual producers to acquire these facili

ties.

The third and perhaps most important factor is increased educational 

needs for both producers and consumers of potatoes. With proper education-
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al programs, producers would take steps to acquire the needed market im

provements .

The complexity of marketing problems in Montana makes it impossible 

for individual producers to correct any or all the maladjustments he must 

face. His only alternative must be organized associated effort by all 

producers in presenting a solid front for combating these difficulties.

At the present time it is not feasible to set up a state wide organization 

for marketing this crop. It is, however, feasible for areas growing a 

sizeable acreage to set up community marketing associations to accomplish 

these objectives. It is true that many obstacles must be overcome before 

marketing groups can be formed but unless these steps are taken little 

improvement can be hoped for In the future.
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