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PACTORS HAMPERING TRADE IN 
PACIFIC NORTHEST AGRICULTURAL PRODUCTS 

by 

Wesley Ce. Ballaine 
University of Qregon 

It is-customary in discussing the economic potentialities of a region to 
concentrate upon its strong points ond either wholly ignore or regard as mere 
annoyances those wealmesses which play a role in determing the extent to which 
the strong points can be exploited. This paper is an attempt to accomplish an 
opposite objective; it is an effort to concentrate on those factors limiting 
agricultural trade expansion in the Pacific Northwest. Little will be said 
about the economic advantares of the region because a knowledge of them on 
the part of the listener will be assumede | | 

The half-dozen limiting factors to be discussed here are economice They 
are due either to nature or to man-made restrictions on both the use of re- 
sources for agriculture and the marketing of agricultural products. Although 
agricultural techniques will not be discussed, their effect upon trade activity 
in agricultural commodities is not to be minimized. For example, the improve- 
ment of the strain of dairy herds could lead to a rise in dairy production, 
thereby increasing substantially trade in agricultural productse <A second 
illustration is the growth of freezing plants which will probably lead to an 
increased production of certain fruits and vegetables. The conventional econ- 
cmic assumption of no change in the state of the orts is made in this paper, 
but it is fully appreciated that an important phase of the problem is being 

omittede 

Before launching directly into the subject, the region under discussion 
must be defined. : 

Regional Boundaries 
  

The phrase "Pacific Northwest" refers to the Puget Sound area, the Willa- 

mette Valley, the Inland Empire and a varying amount of hinterland, the extent 
of which depends upon the contexts 

For the purposes of this paper, the Pacific Northwest is considered as 
being bounded on the north by the Canadian line, on the west by the Pacific 
Ocean, and on the south by California and Nevada. The eastern limits are ill 
defined. The northern portion of the castern boundary imay be placed at the 

continental divide, giving western Montana to the Pacific Northwest. The 
southern part of the eastern boundary cuts diagonally across Idaho in such a 
way as to include Boise but exclude most of southwestern Idaho as it is part 
of the inter-mountain country that looks to Salt Lake City as its trade center. 

Physical Characteristcs 
  

The mountains of the Pacific Northwest constitute one of the most import- 

ant factors limiting trade in agricultural commodities. In the first place, 
their ruggedness removes inuch of the region from agricultural and industrial 
use. A mere listing of the more important mountain systems gives a hint as to 
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the large proportion of the region that they covers the Coast Range including 
the Olympics, the Tascades, the Bitter Roots, the Klamaths, and the western 

slopes of the Rockic:«», In addition, there are such rugssed expanses as those 

constituting the Biue-Vallowa-Seven Devils Mountains area and the Qkanogan 
highlands, both of which are largely unsuitable for agriculture. 

A second role piayed by the momtains relates to their influence upon 
climate, The Cascadsas are the important range in this connestion as they 

divide the Pacific Northwest into tvo markedly different s!imatic sections. 
The western one~fouith is favored by a marine climate and a- relatively heavy 
rainfalle Most of hoth the arable land and the population of this section are 

located in the Puget Soumd-\Villamette Trough lying between the Coast Range and 
the Cascades, The eastern three-fourths has a continentai climate and such a 
Light rainfall that intensive agriculture is-seldom possible without irr: gations’ 

At the present ime ‘only 5 percent of the Pacific Northwest is in p.oduc- 
tive cropse The total devoted to all forms of agriculture is, of course, some- 
what higher. The principal reasons for this low percentage are the rugged reliel, 
inadequate water supply, inferior soils, and remoteness from marketse I has 
been estimated that scientific reclamation may be able to increase the sropped 
area to Ts percent of the total. The full developacnt of the Columbia Basin 

project will account for about one-fourth of this possible expansiona . 

The bhysieai character of tho region also limits trade by making trans- 
portation more difficult and expensive than would otherwise be the case, and 
also by making it cxtremely difficult to bring water to meny locations where 
the soil would be highly productive if it were irrigated . 

The freatest single physicai attribute wmifyving the Pacific Northwest is 

the Columbia River and its tributarics. Historicaliy. 1% was the great artery 

vihich linked the people of the region and made possib'e the transportation of 
poods entering into trade. However, its present and probable future role as a 

transportation agency is not. greato 

Geographi: Isolation 
  
  

The distance separating the Pacif2s Northwest from zenters of population 
eisewhere is a severe hindrance to trade development... The Pacific Northwest 
is encircled by either sparsely settled country or by osean; the immediately 

contiguous territory contains neither sizeable markets for products grovwm in 

the region nor sources of needed supplies. This separation lowers the amount 
Pacific Northwest growers can receive from the sale of their crops in markets 
outside the region because at ‘east part of the freight must be absorbed.. 
Likewise. costs of production are raised because of the necessity of the Pacific 
Northwest buyers paying a part of the freight on incoming farm equipment, machin- 

ery. fertilizer. etc. mo | 

It is approximately 1700 miles from Puget Sound and Portland to the Twin 
Cities and Omaha, Chicago is 500 miles still farther removed. The magnitude 

of the expanse between the Vacific Northwest and the western margin of tha 
Massissippi Valley may fade in our memory unless it recently has been traversede 

The northern populated sections of California are separated from the pop- 

ulated parts of southern Uregon by a belt of mountains. The distance to Calif- 

ornia s large cities is much greeter than the width of this mountain belt: San 

Prancisco js 400 miles from Klamath Palls and Los ‘mgeles is twice as fa”, 
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Although the Pacific Ocean provides access to markets all over the world, 
they are remote and the exchange of agricultural commodities is far less than 
if an area populated by people having relatively high incomes were to the west. 

The special problems presented by the man-made international boundary to 
the north will be treated separately at another point. 

Compared with many other parts of United States, the Pacific Northwest is 

still in a pioneer state of development. Its economy is based largely upon the 
exploitation of its natural resources, much of the processing being done else- 
where. By far the largest part of the imports from the other sections of the 
United Statcs are manufactured goodse It 1s only natural that the region 
should be extremely conscious of the high transportation costs necessitated by 
its isolatione In the case of arriculture, success has depended upon careful | 
crop specialization which results in considerable surpluses that must be sold 

outside of the region in markets far away from the point of production. 

Population   

The Facific Northwest accounts for approximately 10 percent of the area of 
continental United States, but it contains only 3 percent of the population. 
The resources of the region warrant a larger population than is now here and it 

seems reasonable to anticipate a continued growth in the futures 

If the population were larger, thore would be a proportionately greater 
local market for agricultural products provided the average per capita real 
income remained the same. At the present time there are normally large fruit 
surpluses which are sold cast of the Rockies and wheat surpluses which are 
sold in the Orient, California, and other sections of the United Statese In 

both cases there is a considerable freight cost. It is probable that a larger 
population would make it possible to alter the crops produced so that little 
would be shipped outside of the region, thereby avoiding the freight chargese 

Although the per capita income in the Pacific Northwest is now relatively 

high, if it were to increase still more (in real terms), the existing popu- 
lation vioould consume part of what is now shipped outside of the region. This 

would increase the local trade in ayricultural commodities. 

Resources 

  

The principal reason why the urban population of the Pacific Northwest 

has not growm more rapidly is because the mineral resources comnonly associated 
with heavy industry (primarily those using steel) are either absent or have not 

been economically available. Moreover, the transportation cost of bringing in 
steel for further fabricating in this region has been a discouraging factor. 

Iron ore, which could be the base for an iron and steel industry, occurs 

in considerable abundance. However, it is by no means as cheap to obtain as 
that in the Mesabi Range in Minnesota; virtually nothing has been done to date 
in the way of developing these deposits. Perhaps the combination of cheap 
electric power (much Pacific Northwest iron ore can be reduced in electric 

furnaces), the approaching exhaustion of the Mcsabi deposits, and the growth 

of population on the West Coast may make a local iron and steel industry 

feasible in the futuree Until this occurs, it seems reasonable to presume 

that the steel plant built by the government during the war at Geneva, Utah, 

 



  

and very recently purchased by the United States Steel Company, and the Kaiser 
plant at Fontana, California, will somewhat alleviate the cost disadvantage | 
that Pacific Northwest users of steel products now experience, 

The coal deposits have not been extensively developed, largely because of 
cheap electricity and fuel oile In fact, the peak of production was reached 

28 years ago (1918). The quality of coal deposits in the region is probably 
better tnan is generally realized. It rms all the way from lignite through 
high+prade bituminous, and north of ift. Baker, :in Washington, there are two 

exposed veins of anthracitese . | _ : oO | 

The enormous volume of developed and potentiai water power is the resource 

that distingzuishes the Pacific Northwest from other parts of the United States. 

The inflvence cf cheap power upon trade in agriculture products is, for the most 

part, inuivuct being limited to lowering cost of some farm operations and in- 
creasing the population of the local market; the improvement in farm living, 

however, due to extension of electrical facilities is very great but it is 
something that cannot be measured in terms of moneys 

This paper deals with factors which currentiy hamper further growth of 
trade and not in obstacles already overcomes, Therefore, no review of the 
erowth in the use of electricity in the region wiil be undertaken nor will 
there be any detailed discussion of the effect of cheap cloctricity upon in=. 
dustrial activities up to the present time, Peoples living in this region are 
particularly conscious of the aluminum industry, bub many other types of manu- 
facturing have. also benefitted, oo 

A particularly wmfortwmate factor hampering the expansion of our water 
power is the most of that additional projects, such as the McNary Dam, are so 

large that they are unlikely to be undertaken by private capital. Iforeover, 
to get on a highly controversial subject, it appears that Bonneville Power is 
partly subsidized since it is being sold below its full cost of production, 

Additional power developments are dependent upon Congressional action and not 

entirely upon economic factors so that future expansion is fraught with all 

the hazards that are inherent in politics. Kven many operational decisions 
are exposed to political pressures, the recent demand that the Bonneville rate 
be raised to that of the Shasta Dam being a case in points A region with 
somparatively small population labors under a severa disadvantage in playing 
a purely political game. 

It should also be pointed out that the type of industrial expansion which 

can be stimulated by cheap slectricity--light metals and fertilizers in parti- 

cular=~are not employers cf large amounts of labor. Wowever, the production 
of cheaper fertilizer surely should be an advantase to agricultural production 

in this regione , 

Logsing operations were, ‘several decades ago, the foreruner of agricul- 
tural production because they were the means of clearing land which later became 
farms. Now, however, there is little, if any, Pasific Northwest land covered 

by timber that is suitable for agricultural production, Qn the other hand, 
there is some land upon which farmers are struggling to make a bare existence, 
which would be fine forest lands Thus, logsing no. tonger means an increase in 

lend available for agricultural production. : 

The local lumber manufacturing industiy could, it seems perform much more 
remanufacturing than is currently the case. If further processing were to be 
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done in. this. region, the lumber industry could support a. much larger, number of 
employces who. would augment the: market. for Pacific Northwest agricultural com- 

moditiese .This is especially. desirable now, as: the nwaber of employees associ~ 
ated with. the. lumber industry (especially. in. Washington). is. in a secular, decline’ 
despite the. emphasis: upon | sustained ylelde no ee re 

fae 

From the point of view of this paper, the most important resource is the 

soil of the-regionse. Space.forbids.a discussion of the.types of soils..that are 
found in: the Pacific. Northwest and their. relative arricultural desirability. 
The.. limitations. - upon the amommt of. lend available for agriculture that are ._ 
imposed: by the ru meedness! of the terrain and the lack of water. have. already . 
been mentiongds — The construction of irrigation. projects,’ in addition. to, the. 
Columbia Basin. and others now under Ways. will be. very expensive e.. 

A somewhat elosely rolated topic. is soal. consorvation,. ‘for. without. proper. 
policies in this regard, the present area under agriculture cannot be maintained. 

' re 1 oe 13 ' : . 7 eo. 
een bh . yoMe . . a vt , 

rroight Rates. - : . a. i” oe . e. ee . woe . ‘ soe te a eee « ee nme we ae . - se 

The importance. of freight rates: in “the ar “ricultural economy. of. the ‘Pacific 
Northwest has already been mentionede ‘The cost of freight on supplies and 
equipment, imported from other.parts-of the. United States is a consequential 
part.of-the cost of production. of agricultural commodities. The. freight charges 
on surplus: crops sold. outside. the region decreases the. net receipts to the. pro- 
ducerse-- There: is some correlation between. the distance. that. freight. must be 
moved: and. traffic:density on the one’‘hand ‘and freisht costs: on. the other al- oS 
though - the type . of. carrier--railroad, highway, ox boat--modifies. this rela-— 7 
tionship. 7 Pope 

It-does not appear necessary to labor the point that freight costs, hamper 
trade.in. acricultural commodities more in the Pacific Northwest than.in such. a> 

region as the corn belt states where freight is-a:'less important. cost constit-_ 

vente It follows that a larger population coupled with greater industriali- 

zation could alleviate this by (1) making the Pacific Northwest less. dependent 

upon markets outside. of the region, and (2). increasing the freight traffic 

gonsitys 

‘The topic. of Preight, rate structure 1s so complex and the ramifications. 
of changes in individual rates are so far reaching that it is hazardous to 
open up the subject when it cannot be treated adequately. In general, rail 

rates should be such that the carriers’ carn enough so that they can attract 

new capital as it.is needede. According to.this criterion, the freight rate 

strreture in: the western territory. does. not appear.to be +00 high as the roads 

do not. .give,. evidence - of being unduly profitable. In fact, pward adjustment | 

in the. immediate future seems almost. certains. 

Rates on’ individual commodities (by far the. bulk. of agricultural products 

move, under: commodity. rather. than class. nates) is an. entirely. different pro-. 

blem. Due to the large proportion of railroad costs that are relatively fixed 

in. nature--taxes, interest, depreciation, and. some of the maintenance of. ways 

and:.structure--much of the income of, a. railroad goes. for expenses..not, directly 

applicable to.transportation: and even -thoush. revenues, are inadequate 0 cover 

these.costs. entirely, service may continuc. for a long. time, but will eventually, 

cease when capital replacement becomes imperatives Therefore, there, ls a danger 

that rates here and there may be reduced until finally the entire rate structure 

imay be undermined so that fixed costs are no longer coverede 
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The direct expenses involved in the carriage of freicht aro joint costs. 
which means that it is impossi¥le to segregate the costs to the railroads of 
hauling a ton of apples from that of hauling a ton.of lumber on the same trains 
Uniform rates are not ‘feasible because any items would not move at all if they 
were adopted: No wholly Satisfactory formula for rate malcing has yet been de- 
vised. | 

7 In recent years, the southeastern states have. beon very actively agitat- — 
ing for lower’ outgoing ratcs on manufactured comnodities, claiming that the 
rate structure in the southern territory in conjunction with that in the east- 

om 

ern territory was. keeping the southern states in a colonial status. They have 
been partly successful in winning ‘their demands, They have used political 
pressures of many kinds in their fight. It’ is worth pointing out that the 
Pacific Northwest would probably fare badly wider Q regime of political rate 
making because of its small population. 

There is no denying thet compat tion is a powerful factor in adjusting 
freight ratese The canalizetion of the Colwabia River, when completed, will 
make possible pulk shipments by water at very much lower rates than currently 
prevail by rails 

v 

“In its recent study of niver “transportation in the Columbia Basin, the 

Bureau of Reclamation estimates that freight costs on general merchandise from. 
Portland to Central Viashington can be reduced by as much as y2 per ton over 
‘present costs of rail transportdition. is estimated that the total savings 
‘in transportation attributable to the canalization of the Columbia River (due. 

~ both to the direct use of the river and to a reduction in rail rates to meat 

water competition) will amount to $742,000 annually. 

The expenditure of public funds on inland waterways opens up many pro-~ 
blems of public policye The most important being those of subsidies and the | 
effect upon existing transportation enclcse . ne 

Hormally, a good deal of fresh and canned fruit moves east by inter- 
coastal steamship scrvice. Qur navigatvion laws reserve this trade to American 
vessels, YViero these laws to be repealed so that foreign vessels could compete, 

-the rates would be much lower. The effect of this upon the American merchant 

marine would probably be disastrous, but agriculture would benefit. 

  

“International Boundary : : 

The. Canadian boundary euts in two what, from a physical ‘standpoint, is the 
Pacific Northwest.» Were it not for this artificial line, the Pacific Northwast 
for marketing purposes, would include what is now southern British Colwnbia. 
With the exception of the lower part of the Fraser River valley, the British 

Columbia valleys run north and south so that. the natural local trade routes 

tend in that direction rather than east and vests The 49th parallel is a 
purely arbitrary line that has no geographical justification as a bowmdarye 

The boundary is important partly because ‘it is a customs barrier to some 
goods, but primarily because it necessitates a different political orientation 
on either side of the line. In the modern world, economic policies are more 

and more becoming tools of politics and this makes international borders of 
much groater | economic jmpor tance « 7 , ae 
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The Canadian-American reciprocal trade agreement opened the door to the 
export of some Pacific Northwest agricultural commodities to Canada, but the 
customs barrier has by no means been eliminated, 

Canada is a specialized producer and is far more dependent upon foreign 

trade than is the United Statese She is in a very difficult economic situa 
tion as she normally sells more to Britain than she buys, whereas she buys 
more from the United States then she sells. Tho excess funds from the sale 
of goods to Britain is normally used to finance the excess of purchases from 
the United States. ‘his means that Canada is vitally interested in being 
able to convert sterling into dollars. Should the proposed British loan 
fail to pass Congress, -Canadian purchases in the United States would probably 
be far less than if it passes because one of the primary purposes of the loan 
is to "wmfreeze" sterling balances due Canada and comtries in the so-called 
sterling areas .lor the same reason, Canada wants the monetary fund of the 
Bretton-Joods Agreements to function smoothly. The relationship of Canadian 
imports of American commodities and trade in Pacific Northwest agricultural 

products is obvious. 

Other Factors 
  

There are many other factors that merit discussion, but must be ex- 
cluded from consideration because of time limitationse Some of them may be 
mentioned, however. 

(1) Tariffs and other barriers to foreign trade, both American and ; 
foreign, although the former are the more important for the long- 

rune These obviously limit exports. 

(2) Lack of capital for investment in the regione 

(3) Expense in marketing due to lack of specialized agencies for 
 hendling agricultural products, This may be overcome; in part at 

least, by an expansion of cooperativeso 

(4) Local monopolies on the part of both business firms and labor 

- frOupSe 

(5) An absence of the aggressiveness of the residents of this region; 
that is, a lack of the optimism which has been such a large factor 

in Southern California development. 

  
 




