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Abstract:

This study is a review of the export market for Montana wheat. It develops a procedure for determining
the amounts of wheat by class that have been entering the export market, and then reviews the world
export market for wheat and specifically examines Japan’s market position.

A market share analysis is used to look at the reasons behind the United States’ changing shares of the
world, Asian, and Japanese markets. This analysis defines three effects (size of market, competitive and
distribution) and breaks out portions of market share changes attributable to each. Analyses included in
this study showed changes in size of the markets to be the dominating effect regarding United States
market share changes.

An elasticity of substitution approach was used to further analyze the Japanese wheat import market.
Values of elasticities of substitution which showed price ratios of competing wheat imports to be rather
important in determining the quantity ratios were found. Price elasticities of demand were derived from
the elasticity of substitution values. Resultant values provided a value of -4.159 as the elasticity of
Japanese demand for United States hard wheats, -3.439 as the elasticity of Japanese demand for all
United States wheat, and -1.466 as the elasticity of Japanese demand for United States hard and
semi-hard wheats.
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. ABSTRACT -

This study is a review of the export market for Moﬁtana Whéat. It

'develqps a procedure for determining the amounts of wheat by class that

have been entering the export market, and then reviews the world export
market for wheat and specifically examines Japan's market position.

A market share analysis is used to look at the reasons behind the.
United States' changing shares of the world, Asian, and Japanese mar-
kets. This analysis defines three effects (size of market, competitive
and distribution) and breaks out portions of market share changes
attributable to each. Analyses included in this study showed changes
in size of the markets to be the dominating effect regarding United
States market share changes., .

An elasticity of substitution approach was used to further analyze
the Japanese wheat import market. Values of elasticities of substitu-
tion which. showed price ratios of competing wheat imports to be rather

important in determining the quantity ratios were found. Price elastic-

ities of demand were derived from the elasticity of substitutien values.
Resultant values provided a value of -4.159 as the elasticity of Jap-
anese demand for United States hard wheats, -3.439 as the elasticity of

Japanese demand for all United States wheat, and -1.466 as the elasticity

of Japanese demand for United States hard and semi-hard wheats.
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Chapter 1
INTRODUCTION

This study is primarily descriptive in nature. It relates Montana's
wheat economy with the world market for wheat and specifically with the
Japanese portion of.this market. The flow of wheat between Montana and .
Japan links dissimilar cultures diﬁided by miles of ocean. Nearly five
thousand of these mi;es separate Montana's vast and prolific wheat pro-

duction areas and Jépan's more than 103 million consumers of this wheat.
I. HISTORY AND OBJECTIVES

‘ﬁheét.occupies a niche in the histories of both Montana and Japan,
but only reéentiy has it beéome a silent‘ambassador.linking.the two.
The first record of wheat production in Montana was in the Bitterroot
Valley'near St. Mary's Miésion. Father DeSmet brought the seed to
Montana in 1842 and taught the Flathead Indians to plant and harvest it.
In 1845 Father Ravélli imported a pair of millstones so the mission
could make its oyﬁ sacramental bread. The gold rush brought an influx
of ﬁiners'to the state and with them came a large démand for food.
Since the territory lacked an agricultural base nearly all étapies were
imported from the east via the Missouri, or from the south by land from
Utah. In 1862 flour sold for a dollar a %ound in Bannack, and }n 1864
a bad winter in Virginia City forced the price of flour to.$150 a hundred.

By 1866 many people had begun fdarming in the mountain valleys of the
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state. On September 15, 1866.the "Montana Post" stated that 300,000
bushels of wheat wetre ralsed in the Montana Territory during the season.
This crop wﬁs primarily produced in the irrigated valieys of the Gallatin,:
Bitterroot, and Madison rivers. By 1870 Montana had seven flour mills,
and wheat produgtiog was given as 177,535 bushels of spring and 3,649 |
bushels of winter wheat. Imports of flour to the state Qeré continued
‘until into the 1870's and in fact, the "Salt Lake Choice" flour was
commoﬁly preferred to Montana f;our. ~Prices in 1870 were at $11.00 per
hundred for "Salt Lake Choice" and $9-9.50 per hundred for Montana pro-
duced "Gallatin xx".l |

While Bannack and Virginia City were flourishing, Japan was still
trying to4evolve from being an isolated feudal state. 1In 1854 Commodore
Matthew Perry entered into an agréement with Japan providing for the
beginnings of trade between Japan and the United States. It wasn't
until March of ;857 that an American consul-general to.Japan, Townsend
Harris, signed an agreement which opened Japanese ports to international
commerce for the first time since the 1636'3. At ‘about the same time
that Bannack was in its first year new trading facilities were being .
built in the fishing village of Yokohama, which now handles over one-
third of Japan's imported wheat.

Many changes have transpired since these nearly concurrent beginnings

‘1870 (Missoula: Dunstan!Printing and Stationery, 1918), pp. 4-11.
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6f‘Moﬁténa wheat production and Jgﬁénése foreign ;rade, Jdpan's economy
is now nearly tétally dependent oﬁ foreign commerce,.of which ﬁontana's
wheét sﬁipﬁehts make up only a small portion. In Montana wheat production
has moved from the irrigate& mountain.valleys to the dryland plains areas
of the stéte énd has grown from the 181,000 bushels in 1870 to over 104
million busheléiin 1973. Millers in Salt Lake City now import Montana's
hard Wheétslto blend with their local production to strengthen their
-flours; _Montana; far from the early position of a net wheat importer,
now shipé over 75 percent of its production gut of the state.
. Whéat eprrts ﬂave become very important to Montana, Since 1965

) incfeaséd amounts of wheat have ﬁoved from this state to the West Coast
exbort facilitiés. Data collected for.this_study indicates that during
the 1972 crop year over 95 million bushels of wﬁeat moved westward out
of the state with about 21 million bushels moving into domestic milling
channels while the remaining 75 million bushels moved into the export
market. This amounts to over 75 percent of the 1972 crop year production
which is being exported.

Because of this importance, Wheét_exports from Montana recéivé
major emphasis in tﬁis study. Specifically, the objectives of this
study areﬁ

(1) To determine the amounts of Montana spring and
~ winter wheat which are entering the export mar#et.,-

o

(2) - To review the world market for Wheap exports.
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" (3) To examine the United States position in the

Japanese wheat import market bv.means of an

eiasticity of substitutionoapproach. | {

Accomplishment of the first objective involved data coilection
from both prirary and secondary sources to arrive at aﬁ estimate of'
Montana's wheat exports. The fulfillment of the second objective
included‘s general description of,the world wheat market, and utiliz-
ation of a market shere analysis of United States exports. To determine
the elasticity of substitution between wheat exports from the United
States and exports from competing exporters in the Japanese market,
Least squares linear regression was run using quantity tatios as
dependent variables, and price ratios as independent variables.

Since much of this study coﬁcerns Japanese wheat importation, the

remainder of this cﬁépter will review the history and procedures of.

Japanese wheat imports.
II. THE JAPANESE MARKET FOR WHEAT

Japan constitutes a major market in world wheat trade. 1In 1972,
the only country which imported more wheat than Japan was the U.S.S.R.
Since 1950 Japanese wheat imports have grown from aroond 60 million-
bushels to over 180.ﬁillion bushels in 1972. Over the last ten years,
Japanese imports have grown‘by over 50 million bushels. In 1972

Japan's imports accounted for 8.3 percent of the total world trade in
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whéat and wheat flourf This is a larger percentage than was imborted
by all of North and Central America (3.5 percent) and is close to the
percentages imported by all of South America (9.4 percent) and Afriéa‘
(10.5 pércent). Unlike many importers of -United States wheat, Japan's
purchases are entirely for cash. The last United States concessionai
sales to Japan occurred in 1959.

Japanese wheat imports have shown a changing composition both in
terms of source of imports and types of wheat purchésed. The United
States, Canada, and.Australia have been the major suppliers of wheat to
Japan, together accounting for over 95 percent of the total. 1In the
late 1950's and early 1960's, Canadé was the major expoxtef, accounting
for 45 to 55 percent of Japan's import needs, Since 1962 the United
States has provided the most wheat with 40 to 60 percent of the market.
Canada's sharé has drépped as low as 22 percent with Australia providing
from 10 to 30 percent of Japan's import needs.

Recent policy adopted: by the Japanese government regards attempts
to diversify sources of imports. Other countries which have sold wheat
to the Japanese include France, Bulgaria, U.S.S.R., Argentina, and South
Africa. At most the combined exports of these countries have accounted
for only 2.3 percent of any one year's total purchases. In 1972, pur-
chases from Argentina and South Africa amounted to 1.8 percent of the

total. In late 1972, Japan and Australia agreed to attempt to stabilize
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wheat trade at a level of 44 million bﬁshels per year.2 This will pro;
- bably lead to anlpss iﬁ market share for Australia.

Soft wheats were the primary types purchased in the late 1950'5;
but since have been replaced by the hard wheat types. Most réceﬁtly,
Japanese wheat impor;s havé consisted of approximately 50 percent hards,
35 percent softs, 12 percent semi-hards, and 1 percent durums. . This. can
be seen in Table I which shows the percentages of each type of wheat
purchased by Japan for the last fifteen years. The hards increased in
‘ usage over ﬁhe ﬁeriod, but have not showﬁ appreciable growth lately.
Purchases from the United States have also shown some change in makeup.
furchéses of hard red winter or&inary proteiﬁ wheat have decfeased in
proportion while there has been some increase in purchases of the higher
protein content hard red spring. Table II shows percentage-breakdowns
by protein content of United States hard and semi-hard whea; exports to.
Japan for the fifteen year period from 1958 to 1972, Though high protein
wheats haﬁe gained increased usage lately, the 11.5 and 13.0 percent
protein hard winters still are most in demand.

The.Japanese have used wheat for cakes and noodles since ancient times
but only recently has‘it rivaled rice as a major staple foad. Japan's

domestic wheat production consists of soft to semi-hard wheat and is

2United States Deﬁartment of Agriculture, The Agricultural Situation in
‘The Far. 'East and Oceéania = Review 0f£-1972 and-Qutlook for 1973, Economic
Research Service - Foreign 353 (Washington: Govermment Printing Office,
1972), p. 9.
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TABLE I
COMPOSITION OF TOTAL JAPANESE WHEAT IMPORTS

(Numbers are percentages of total Food Agency imports)

Year/Type Durum Hard Semi-Hard Soft
1958 2w A 339 21.2 45,5
1959 gt 39.0 19.1 41.9
1960 o 250 38:1 24,7 37.2
1961 ATl 42.2 21.8 36.0
1962 R 39.2 25,8 35.0
1963 g 38.9 22.8 38.2
1964 42.4 24,9 32.6
1965 226 46.9 2245 28.0
1966 Q.6 50.0 20.4 29.0
1967 0.7 44,2 2145 33:6
1968 0.6 52,8 1259 339
1969 150 52.8 12.8 33.4
1970 10 50.9 1250 36.1
1971 1.0 52.9 10.9 DL
1972 0.9 50.8 L2eZ 36.0

Source: Calculated from figures released by the Japanese Food Agency.




PROTEIN CONTENT OF UNITED STATES HARD AND SEMI-HARD
EXPORTS TO JAPAN BY PERCENT FOR 15 YEARS
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TABLE II

(Numbers are percentages of United State hard and semi-hard exports)

Year/Type
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971

1972

Source:

DNS(14.0) DNS(13.0)

3233

DNS HW(13.5)

HW(13.0) HW(11l.5)

4

2ol

5.4

158

7

14.

1l

24,

23,

32,

38.

29,

0.3

21,

h 17 &

33

34.

36.

41.

30.

30.

32.

32,

38.

35.

60

7

9l.

63.

47.

37.

35.

31.

24,

22.

26.

22.

195

23,

19,

.6

9

HW ORD.

39.4

14.4

35.7

26,3

29.5

17 .7

21.5

22+6

18.0

13.0

10.1

11.8

Calculated from figures released by the Japanese Food Agency.
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primarily used for making Japanese noodles. Nearly all of this wheat
is red winter, but a small amount of spring wheat is also produced.
Total production is decreasing and in 1972 was only 1d million bushels |
compared to about 60 million bushels ten years ago. The sharp decrease
in wheat production reflects a lower rate of return for wheat than fof
rice.and cash crops, and a high rate of lgbor migration from>farms to
cifies and from agriculture to industry.

All wheét:is grown under a contract system with the government.
Wheat production has beén under some type of government.control since
;939'whén tﬁe economy began gearing itself for war. Since 1952 an
indirect control system has been in effect whereby the govermment pur-
chases ali productioniwithout restriction as to total amount in response
to applications ffom_producers. About 60 percent of the domestic pro-
duction is purchased by the gévernment'while the remainder is retained
for home consumption. The governﬁent then resells the wheat at a loss
‘to the millers. For example, in 1967 the government purchased domestic
wheat for $3.96 per bushel and resold it for $2.45 per bushel. Even
with this price support Japanese farmers cléim that costs of production
‘are mot being méf.

Wheat was supplied to the Japaneéelpeople in post war days as a
semi-compulsory éubstitute for rice.l Until 1957 wheat consumption
fluctuated according to the rice supply. However, since 1957 wheat
‘ consumption has been increaéing on both a per capita basis and in terms

of total demand}: Wheat flour was introduced into their school lunch
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program in 1950 in the form of bread with the donation of wﬁeat by the
United States. Continuation of this lunch program with .purchased whéat
has helped familiarize a whole generation of Japanese children with
Ibread usage. Present Japanese wheat flour usagé consists of 38 to 40
percent noodles, 30 to 32 percent bread, 14 to 15 percent confectionefy
aﬁd-l4 to 15 percent.other uses including industrial and home usage.
Flduf~f6r bread, confectionery and miscellaneous use is‘showing some
increase, while flour'uged for noodles is decreasing. Table III shows
the recent flour usage t?ends in Japan.

The increasing-consumption coupled with the decreasing domestic
_produétion has resulted in increased imports. Wheat imports are re-
stricted and completely controlled by the government. Under the law,
the Japaﬁese Food Agency controls the purchases and sales of all wheat
including domestic ﬁroduction with the exception of a small amount im-
ported under the improvement trade sysfem@ Purchases under the improve-
ment trade system (also known as 'Free Wheat' purchases) are all processed

and re-exported. The purpose of the system is to promote exports and

contribute to imprévement of the balance of payments. Free wheat purchases

-generally amount to less than 5 percent of Food Agency ilmport purchases.
The Food Agency grants import permission to approved importers who
actually negotiate with the exporters. As of April 1, 1971 there were
31 such iméorting companies. Each importer is allotted a sﬁare which
may be hcreased each half year if thé imborter can sell wheat to the

Food Agency at a cheaper price than expected. At the beginning of
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TABLE III
JAPANESE OUTPUT OF WHEAT FLOUR FOR SPECIFIC USE

(Numbers are percentages of total usage)

Fiscal Year Bread Noodles Confectionery Industry Other Uses

1955 32.1 42.0 13:3 1236

1960 3243 43.2 13.3 35 YA
1965 335 39.2 13.5 3.3 10.5
1966 32.0 40.0 14.0 33 1067
1967 33.8 38,5 14.1 2.8 1143
1968 322 39.8 14.3 247 4140
1969 33.7 383 14.2 3.4 10.4
1970 33.0 38.3 1357 3.1 1130

Source: Wheat Associates USA, Wheat Importation and Marketing in Japan,
National Food Life Improvement Association, 1971, p. 43.
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gach month the Food Agency announces the classes of Wﬁeat it e#pects to
pufchase in terms of hard, semi-hard, and soft types fof food and feed
. . [

and the quantity of each class it' expects to purchase. These quantities
‘aré estimafed in advaﬁce by the Agency. Each year ;he Agency éstimates
treﬁds in domestic wheat consumption and determines the imports necessary
to cover the shortages betweep domeStic-producfipn‘and consumption.
Monthly revisions are made, and decisions as to necessary. imports by type
are made frpm the revised projections. Purchase is made each month in
order that the amount will match the mopthly demand plus a determined
amount of reserve stocks,usually the equivalent of'the demand .for two or
fhree months. H

The importing companies, each afmed with a knowledge of the month's
requirements, then obtain price quotations from thé various exporters.
.These prices are.then relayed to the Agency. The Food Agency examines
the offers presentgd and studies those that fall within a preset con-
fidential pqrchasé price range. - After comparing the purchase prices
with the government selling brices for each class, the Food Agency
decides to purchase those wheats whose prige is most favorable to them.
In some éases, the Agency makes itS'purchaée aecisions on the basis of
- domestic demand fpr wheat df the respective classes.

The Food Agency resale priée is usuélly 10 to 20 percent above the
impert pricé; The resale price differentials between classes have
recently been adjusted to reflect the price differentials in the inter-

‘national market.. In 1967, the Food Agency purchased hard winter (11.5)




TR - Al Ll

13
for $2.19 per bushel and resold it to the Japanese millers for1$2.65

per bushel. This amounted to approximately a 13 percent markup. This
' ﬁrocess of.selling wheat to the millers above the import priceée is knoﬁn
as "skimming." It'has the same effecf on government revenue as_would
the levying of an import tariff. The amount received from "skimming" is
equivalent fo a tax which the processors must pay when they purchase
foreign wheat. Despife the finan;ial gains to thé'government with
imborted wheat the total wheat transactions (purchases and sales of both
imports and domestic production) result in a net loss.

Thefe has been some talk of liberalizing tﬂe wheét import system
in Japan. If this liberalization resulted in direct purchasing by the
flour mills, and elimiﬁation of the Food Agency resale prices, increased
wheat imports Wouid probably result. But, even without this hypothesized
1iberalizatioﬁ, Japan'W111 remain an important mafket for United States

and hence, Montana wheat.
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Chapter 2
EXPORTS OF MONTANA WHEAT

Montana's abundant production of wheat has resulted in heavy
exports of this valuable commodity. Wheat moves from the state to
market facilifies to the east and to the west. There are ﬁajor,grain
market faqilitiés located in Minneapolis agd Duluth and in Seattle and
Portland which receive Montana wheat destined for export. The ports to
- the west of Montana are of greatest importance to the state's wheat
industry. Wﬁeat ﬁovement studies showed that in the 1966 cr&p year 77
. percent of the wheat which moved from the state was destined for West
Coast ports, while only 17 percent went to the east. The two latest
"Montana Wheat Summaries" show that for the full year of 1973, 96.2
percent of Montana's out of state wheat shipments went west while only
‘3.3 percent went east.l

Due‘to the major,impo?tance of the West Coast market to Montana's
Wheat expotts gnd the lack of data on eastward shipments, this study is
concerned only with the westward movement of Montana wheat and the
amounts of this movement which eventually reach the export market. To
obtain these figures an estimation procedure was used which provides

for a breakdown between hard red spring and hard red winter wheats.

1Montana Department of Agrlculture, ‘Montana- Wheat. .Commission and Statls—
Reporting Service, USDA, Montana: Wheat ‘Movement - Summagz, December 3,
1973, nMarch427 1974, pp. 10-13. :




15

Most gtudies, thpugh acknowledging the basic non-homogeneity of wheat,
plead lack of data as the reésoq they proceed to treat wheat as a homo-
geneous commodity. |

Montana %heat production is made up of hérd red winter.
and hard red spring but also is composed of some white and dﬁrum pro-
duction. Table IV shows ﬁontana wheat production‘by class since 1957.
Théugh white wheat is not separated in these figures there is some
produced west of the Continental Divide in Montana, and this production
is included in har& red winter figufes. |

- The most.réliable estimate of white wheat production in Montana
is apprqﬁimately 1 million bushels in 1972. Seeded acreage of white
wheat was larger by 4,000 acres in 1973 than in 1972, but reliable yield
estimates are not yet available for 1973.2’3 Since white wheat pro-
duction is relatively small,'and reliable records are not available, the
export estimation procedurg did not attempt to determine Montané e#ports

of white wheat. What little there may be will be included in hard red

winter export estimates.

2Montana Crop and Livestock Reporting Service, Montana Wheat Varieties -
1972 Crop, Helena, MT, August 1, 1972, p. 4,

L)

3 , Wheat Varieties — 1973, Helena, MT, August 9, 1973, p. 2.
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TABLE IV

WHEAT PRODUCTION IN MONTANA BY CLASS
(million bushels)

Year Hard Red Hard Red Durum Total
1957 29.0 46.2 8.7 83.8
1958 36.5 64.5 0.8 101.9
1959 32.0 44.3 1.7 78.0
1960 29.7 45.9 3.7 79.4
1961 13.5 39.1 1.4 54.0
1962 35.2 37.1 7.0 79.3
1963 39.6 49.2 3.6 92.3
1964 37.3 52.3 4.2 93.7
1965 34.8 67.5 3.0 105.3
1966 31.7 64.3 3.7 99.7
1967 30.4 84.2 4.6 13951
1968 31.5 86.6 7.7 1259
1969 29.8 60.1 6.9 96.8
1970 40.2 41.8 3.1 85.2
1971 53.5 54.8 3.7 112.0
1972 46.3 48.3 4.2 98.8
4973 41.9 58.1 4.1 104.2

Source: United States Department of Agriculture. Montana Department of
Agriculture and Statistical Reporting Service, Montana Agri-
cultural Statistics. Vols. XI-XIV.
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L. METHOD OF ESTIMATION

That Montana wheat was eﬁtering the export market has been known
for quite some time, bﬁt the actuai value and amoun£ of these exports
has uptil recently been hard to pinpoint. . The Economic Research Service
of thé’United States Department of Agriculture puBlishes value figures
for the export of Montana wheat. These are developed by means of total
value of United States exports and really give no indication of the
true amount of Montana wheat exports. Thg'Montana Department af Agri-
culture and the Statistical Reporting Servicé, USDA, have only recently
tried to estimate Montana wheat exports. Their estimates are o% total
bushels exported and do not separate wheat by claés. |

The.estimation procedure used in this study relies heavily-on the
facf that hard red spring wheat production is rather localized. North
Dako;a, South Dakota, and Montana are the three largest producers of
hard red spring Wheét and together with Southern Idaho account for
substantiall& all of the hard re& spring supply to the Pacific North-
west. By subtracting the hard red spring wheat shipments to. the West
Coast originating in South Dakota, North Dakota, and Southern Idaho
from the total West Coast hard red spring export figure, the hard red
spring export amount atéributable to Montana Can.be estimated. A sample
of the procedure used is shown in Table V. All shipments from South

Dakota, North Dakota and Southern Idaho can be assumed to be entering
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TABLE V

SAMPLE PROCEDURE FOR ESTIMATING MONTANA WHEAT EXPORTS

FOR THE 1970 CROP YEAR
(million bushels)

Total West Coast hard red spring exports 54,44
(-) ©North Dakota hard red spring shipments to West Coast (-)16.30
(=) 'Idaho hard red spring sﬁipments to West Coast (=) 5.90
(-) South Dakoté hard red spring shipments to West Coast (-) 4.64
Estimated Montana hard red spring ekports 27.60 -
Koo Rk ke Rk
Total Montana shipment to Pacific Northwest 58.49
(+) Total Montana shipment to California +) 3.96
Total Montana West Coast wheat shipments 62;45
(-) Estimated Montana hard red spring exports (-)27.60
(-) Montana wheat milled in Washington, Oregon, Idaho, (-)29.80
California, Montana, and Utah
“(+) Montana wheat milled in Montana +) 6.47
(+) Montana wheat milled in Utah ‘(+) 4.55
Estimated Montana hard red winter exports 16.07
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the export market and not being milled doméstically, since they are
moved under special rail export freight rates. Thus, the hard red
spring eﬁports from Montana are determined.

With the exception of discrepancies caused by possible time lags
between shipping reports from the originating states and the.actual
dates of export, these estimates of 'the yearly amounts shouid_be
reliable. ' Another source of error could include unreliable data from
the originating hard red spfing sources, but this should not be a
major factor in this case.

Estimates of hard red winter wheat exports from Montana are ob-
tained by subtracting from total Montana wheat shipments to the Pacific
Northwest and Califonria the derived hard red spring eiport total and
the domestic ﬁilling use of Montana Wheat.4' Tﬁe following table (Table
Vi) shows.the-Montana hard red winter and hard red spring export estim-
ates obﬁained'by using this procedure.

Hard red winter estimates are subject to more error tﬁan hard
red spring estimates since all of the derived hard red spring gig-
ures are used to egtimate the hard red winter amouqts.' The early

figures used to represent milling of Montana wheat for flour in the

4Exporté from the Pacific Northwest and California are included in the
United States Department of Agriculture classification of Pacific ex-
ports. The specific terminal locations included are: Portland, Kalama,
Longview, Astoria, Vancouver, Seattle, Tacoma, Stockton, Sacramento,
Long Beach, and San Francisco.
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TABLE VI

ESTIMATES OF MONTANA WHEAT EXPORTS
(million bushels)

Year Total Hard Red Hard Red
Spring Winter (1)
1960-61 14.91 1.71 13.20
1961-62 6.00 0.80 5.20
1962-63 20.82 0.83 19.99
1963-64 22.46 3.17 19.29
1964-65 16.62 3.77 12.85
1965-66 34.68 14,50 20.18
1966-67 32.61 19.52 13.09
1967-68 40.31 17.79 22.52
1968-69 43.46 13.73 29.73
1969-70 43.84 11.46 32.38
1970-71 43.67 27.60 16.07
1971=-72 36.90 25.27 11.63
1972-73 75.40 42.76 32.64

(1) These figures would also include any durum exports from Montana.
Estimates of durum exports from Montana for 1967-1973 were made by
subtracting North Dakota West Coast durum shipments from total Pacific
durum exports. Figures before 1967 were unavailable. Montana durum
export estimates in million bushels are: 1967-68 = 0.02; 1968-69 =
0.13; 1969-70 = 0.78; 1970-71 = 1.33; 1971-72 = 1.55; 1972-73 = 1.33.
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Pacific states were obtained from milling industry séurces. These
‘estimates could be subject to efror; however, they were used éince
they were the dnly figﬁres available. All other figureé-used were from -
published sdurces'of from readiiy available and reliable unpﬁblished

sources. >

IT. MONTANA WHEAT EXPORTS

Montana exports of wheat have increased rapidly fromvthe early
1960's to 1973. 1In 1960 Mopténa exported aboﬁt 15 million bushels
compared‘to 75 million in 1972. While 1972 was an abnormal marketing
year because of the "Russian Wheat‘Dealﬂ exports are still dimportant to

the State of Moatana.

A good indication of the increasing importance of the export market

for Montana wheat can be seen when exports as a percentage of total

production are examined. Three distinct periods seem to emerge when

examining these percentages over the last thitteen years. From 1960~1964

exports as a percentage of production amounted to an average of.20
percent; from 1965-1970 (the period immediately following the -advent of-
the inverse freight rates) this percentége grew to about 35 percent,

7

and during the three years of the 70's has averaged 50 percgnt.' In';'

5The raw data used to construct estimates of Montana wheat exPorts-ahd
their sources are presented “in Appendix A, Table 1.
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1972 equrts.qf Mgntana wheat rose to 76 percent of that year's total
Montana wheat production. Though the exporfnﬁigﬁres are nbt'éntirefy,;l
made up out'of current production, these percen;agen pronide a“éood
comparison of exports relative to production. .

The greatest innreage in expofts has occurrgd in hard red spning
wheat. Before 1965 hard’red spring exports were consiétently léss than
5 million bushels but since have grown to more than 25 million busnels
in each nf the last three years. :In 1972 they were estimated - at neariy
43 million bushels.

Hard'fedfwintef exports have shown a slower rate of growth. _Since
1962 they have avenaged 20-25 million bushels, witn 32.38 and 32.64 mii—
lion bushels in 1569 and 1972 as the hignest levels. ' These recent high
levels indicate that the export market is of vital importance to the |
future well-being of the Montana wheat producers.

‘There is some variation in these. estimates of Montana Whéan exports,
One of the causual fac;ofs of this variation was a dock strike in
1971-72 which completely immobilized the West Coast ports. .The strike
began July 1, 1§71, and continued until a court injunction forced a
return to work on October 6, 1971. HoWener, work again ceased on
January 17{ 1972, and was noF resumed until a final settlement ended
the strike action.on'February 21, 1972, The total number of days
covered by the two strike periods was 135.

Total Pacific.Coast exports dropped from the 1970-71 figure of
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214.5 million bushels to 175.6 million- bushels in 1971-1972, a decline
of 38.9 million bushels or 18.15 percent. Hard red spring and hard red
winter wheat exports, those of mgst importance t6 Montana, dropped con-
siderably with declines of 18.8 million bushels apd 14,5 million bushels
respectively, é;mpéred to a drop of only 5.1 million bushels for the
largest class of Pacific exports, white wheat.

A similar drop in total Pacific Coast exports (not reflected in
Montana export figureé) was experienced in 1968-1969 when a drop from
237.1 million bushels in 1967-1968 to 189.4 million bushels occurred.
This dfop, however, was absorbed entirely by a loss of white wheat
exports with slight gains in hard réd spring and haid red winter exports
. during the same feriod. The.cause_iﬁ this case concerned only white
wheat as the Japanese complained of éprout damage and discontinued white
wheat purchases temporarily. Total Pacific Coast whiée wheat exports "
dropped 52.9 million bushels during this period.

Another fluctuatibn which can easily be explained is the sudden
jump in Montana hard red spring expérts in 1965-1966. . On June 11, 1965?
a major freight rate change became.effective,.allowing hard red spring
wheat to reach the North Pacific Coast ports with a subétantially lower
price than previously possible. In order to attract hard re& spring
wheat into the facific exﬁort market, an inverse rate structure was
established. Such a rate structure meant "that prices received iq the

Dakotas for wheat destined for export through Pacific Coast -ports
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'would compare ﬁavorably with prices received for wheat shipped to
Minﬁeapolis." .The inverse rate structure hprovided for>reductions_in
rates up to 25 cepts per hundredweight from-the eastern'Dakotas_aﬁd
Minnesota; most Montana rates, except from the'eastérnmost pointé,
remained the s;me."6 Pacific Coast expofts of hafé red spring immediate-
- ly showed.a marked gain, climbing from 3.8 miilion bushels in 1964-1965 '
to 19.9 millién bushels in 1965-1966 and 25.1 million bushels in-l966;
1967. A steady increase since then (with the exception of the strike
reduced'197l—1972 figures) to a high of 66.2 million bushels of hard
red spring exports from Pacific ports has occurred. The advent of the
inverse freight rate also brought about a large gain in the Pacific
ports' share of total United States hard red spring exports. This.is
shown in Table VII.

For the 1965-1966 and the 1966—1967.years the estimates of Montana
hard red spring West Coast exports are probably higher than aétﬁal, and
correspondingly the estimates of Moﬁtana hard red win?er West Coast
exports are‘prob§b1§ lower than actual. _Thislis because of inéombléte
figures for North Dakota hard red spring movements toithe.Wést'Coést.

The total Montana West Coast export figures for these years wduld not

OMakine Johnson, "Growth of an Export Market: The Inverse Rate
Structure and Hard Spring Wheat," 'Montana Business Quarterly, Vol, 6,
No. 2, Spring, 1968, p. 28. '
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TABLE VII

UNITED STATES HARD RED SPRING WHEAT EXPORTS
FROM THE PACIFIC COAST PORTS

(thousand bushels)

Year Pacific Hard Red Pacific Hard Red
Spring Exports Spring Exports as
a % of Total United
States Hard Red
Spring Exports

1963-64 3,171 6.2%
1964-65 3,768 18.6%
1965-66 19,929 23.9%
1966-67 25,060 21.3%
1967-68 36,782 52.2%
1968-69 38,893 50.7%
1969-70 41,235 46.3%
1970-71 54,444 48.17%
1971-72 35,554 34.7%
1972-73 66,156 34.0%

Source: United States Department of Agriculture. Grain Division -
Agricultural Marketing Service. 'Grain Market News. Various
weekly summaries.
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be affected by the use of more complete data, although'the disparity
'between spring and winter estimates, especially in the 1966véf0§'yeéi,'

would be reduced.

III. COMPARISON WITH OTHER ESTIMATES

=t

The Montana Department of Agriculture cooperating with the Statis-~

tical Reporting Service of the United States Department of Agriculture
has estimated total Montana wheat exports from the Pacific Northwest
since the 1968 crop year. Since they obtain onl& a total figure and
.not class désignatiéns, thgy use a éoﬁewhat simpler procedure thén that
uged in this studfi Table V;II shows a sample of the Mbptﬁna Dep;rtment
of Agriculture's aqd the Statistical Réporting Sérvice, USDA's pracedure
for estimating Montana wheat exports. |
A compafiéon of results for coﬁparabie.yearé obtained'by uéing the
two procedureé illuséréted in Table IX shows fairly sﬁmiléf results.’
This app;oaéh at estimating exports arrives at two different A
figures for the 1970 and 1971 crop year. The column in Table IX titled
"Pacific Northwest".was arrived at by using data from the "Pacific
Northwest Wheat Summary' for détermininé total Montana %hea? shipped to

the Pacific Northwest, which is subétantially the same data as was used

/The 1971 and 1972 estimates are the same since the thesis.procedure
incorporated the milling and shipment figures used by the Montana
Department of Agricultural and Statistical ‘Reporting ngvice._
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TABLE VIII

MONTANA DEPARTMENT OF AGRICULTURE AND THE
STATISTICAL REPORTING SERVICE, USDA'S PROCEDURE
TO ESTIMATE MONTANA WHEAT EXPORTS

(million bushels)

Total wheat milled in Pacific Northwest 29.8
(-) white wheat milled in Pacific Northwest (-)10.4
Total red wheat milled in Pacific Northwest 19.4
(-) red wheat from Pacific Northwest milled (=) 1.5

in Pacific Northwest

Estimate of Montana wheat milled in 17.9
Pacific Northwest

Total Montana shipment to Pacific Northwest

Pacific Northwest Wheat Summary 46.2
Montana Project 54.8
(-) Estimate of Montana wheat milled (-)17.9 (-)17.9

in Pacific Northwest

Estimate of total Montana wheat exports 28.3 36.9

Source: Montana Crop and Livestock Reporting Service. Montana Wheat
Disposition - 1972 Marketing Year. Helena, Montana: March
T 19745




Crog Year

1968
1969
1970
197

1972

Thesis Procedure

42.89
43.33
42.19
36.90

75.40
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TABLE IX

TOTAL MONTANA WEST COAST WHEAT EXPORTS -~
A COMPARISON OF ESTIMATING PROCEDURES
(million bushels)

Montana Department of Agriculture
and Statistical Reporting Service

Procedure
Pacific Northwest Montana
40.4
47.7
7 o 42.7
28.3 36.9

75.4
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in the thesis estimation method. ihe figures in the column labeleﬁ
Montana were derived by using dgta for total Montana ﬁheat shipmenés
to the Pacific Northwest that was obtained by the Statistical Reporting
Service and the Montana bepartment of Agricuitﬁre. The 1971 figu?es
from the two sources (as shown in the sample procedure in Iabie VIII)
variéd by more than 6 millién.bushéls. '

This comparison of estimation techniques provided a good check of
the reliability of the,total Montana West Coast wheat export figures
obtained by using tﬁé thesis procedure. A check of estimates obtained

for exports by class is unavailable.
IV. FLOUR EXPORTS

All figures so far have dealt only with thé exports of whegtﬂ
Flour exports from the major Pacific Coast ports have amounted to 4.7
to 8.5 million bushels over the iast five years, and undouﬁtedly include
. some whichAwaé originallj Montana wheat.
1Tablé X shows the 1968—1972 flour exports from the major Pacific
ports. Seattle and Portland shipped the most flour duriﬁg tﬁis period,
and San Francisco and Los Angeles were rather small exporters in com-
parison. From 4.5 to 5.5 million bushels equivalent of_flour'were éeﬁf
from the Portland and Seattle ports during fhis time.
The‘only way to obtain some estimate of the amount of Mgntana Wﬁeat

being exported as flour is to use percentage estimates. By applying the:






















































































































































































































































































































































































































