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: EXPANDING THE NORTHWEST'S SHARE OF
THE U.S. POTATO MARKET THROUGH IRRIGATION DEVELOPMENT

by _ _
Dr, Ralph T. Schotzko *

Considerable potential exists in the Pacific. Northwest for increasing irrigated crop
land. In the past, a popular crop for newly irrigated crop land has been potatoes. Recent re-
search at Washington State University analyzed the effects of continued growth in Pacific North-
west potato production resuItlng from increasing 1rr1gatéd crop land. The results of the analy-
sis indicate that modest growth of potato production in the Pacific Northwest would not cause a
severe oversupply of potatoes on the market,

Thig growth i3 possible for two reasons. Potato consumption is increaging. There-
fore, the market will tolerate larger supplies of potatoes over time without depressing prices.
* The other growth stimulant is expangion of irrigated areas in the Pacific Northwest. Tradi-
tionally, the higher yields per acre have more than offset the higher costs of irrigated produc-
tion. oo

_ ~ The major sources of growth in consumption of potatoes ower time are changes in the
tastes and preferences, population, and to a lesger extent, increases in income,

In the U, S, diet, there is relatively little variation in the level of consumption of po-
tatoes as income increases., A 10 percent increase in real per capita income is required to
generate a 1,1 percent increase in fresh per capita consumption, This same increase in real
. per capita income increases per capita consumption of processed potatoes 6.6 percent. In
other words, only modest gains in congumption are achleved through increases in income.

Population growth does increase total consurnption. However, population growth in
the U, S8, is now quite low. Growth in total consumptions caused by increases in population,
alone, will likely be very modest. '

The major source of growth appears to be changes in tastes and preferences. Using
the number of women in the labor force as a proxy for tastes and preferences, two changes
were measured, The continuing upward trend of women in the labor force means a continued
decline in the consumption of fresh potatoes. A 1 percent increase in the number of women in
the labor force reduced fresh per capita consumption by 1 percent. This same upward employ-
ment trend indicates continued growth in the consumption of processed potatoes, A 1 percent
increase in the number of women in the labor force increased processed per capita consump-
tion by 4,7 percent. The overall effect of increasing numbers of women in the labor force is
an increase in the total demand for potatoes.

Combining the effects of income, population, and tastes and preferences, the growth
in per capita consumption trends may be on the order of 2-3 percent per year. It is important
to reiterate that these are trend estimates, Year-to-year variations in consumption levels,
and prices, will continue to occur as a result of variations in production.

All producing areas will be competing for a share of the expecied increase in consump-
tion. At the same time, competition will continue for the c¢urrent market. Can the Pacific
Northwest compete successfully? The advantage in production per acre has already been men-
tioned. However, location is a disadvantage. Taking the projected consumption growth, pro-
duction trends, location, and other significant factors into consideration, potential growth
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patterns for various regions of the U, S. have been projected. While the projected trends pre-.
gented here show the Pacific Northwest as compared to the rest of the U, 5., the study was
based on six distinct producing regions.

It should be noted that no distinction was made between potaioes going to processors
and potatoes going to the fresh market, Nor was the effect of contracting on acreage evaluated,

Using historical trends in population, per capita real income, women in the labor
force, potato yields, and acreage responses to yearly price variations poteniial growth patterns
were estimated. All prices were assumed to remain constant at 72-78 averages except potato
prices, Potato prices were allowed to fluctuate in response to changing conditions of supply
and demand, o o ' '

Using 1955-1975 data as a base, estimates were made of potential growth if historical
trends continued. Two other sets of estimates were developed, One set of projections is bag-
ed on the assumption that the growth rate in acreage planted would be 25 percent greater than
the historical rate. The other set of projections assumed a 50 percent greater growth rate.

. The increased growth was assumed to begin in 1876, The study indicated that potato acreage.
in the Pacific Northwest increased at a rate of about 7, 000 acres per year. The basgeline ea-
timate reflects this growth rate, At constant prices, a 25 percent increase in this growth rate
implies an additional 1, 750 new acres planted to potatoes each year; the 50 percent increase
represents an additional 3, 500 acres each year, Estimates were made of production levels in
the Pacific Northwest and other regions, fresh and processed consumption, U,S, and Pacific
average price, and acreage planted.

The continuation of past trends would result in the growth of acreage planted of about
13, 9 percent nationally between 1980 and 1990. A 25 percent increase in the rate of growth in
the Pacific Northwest would reduce the national growth to 13. 3 percent. A 50 percent increase
would reduce the national growth to about 12. 7 percent.
Figure 1 depicts the projected growth in the Pacific 1\3501"thv¢.u:esc’t:.—]'Jr Historical trends
would result in growth of about 24.5 percent. A 50 percent increasge in growth rate would re-
sult in growth of about 33.5 percent in Pacific Northwest potato acreage by 18980, The project-
ed effect of a 25 percent increase in the rate of growth is 29 percent more acreage by 1990,

The small projected increases in national acreage and the large projected increases
in Pacific Northwest acreage indicate that acreage in some other regions of the U. 8. must be
exhibiting very little growth. Histerical growth trends indicate 7.7 perceni increase in acre-
age in other regions of the U.S. With more rapid rates of growth in the Pacific Northwest,
the growth in other areas would be even less. In fact, with the 50 percent increase in the
growth rate in the Pacific Northwest, acreage in other regions was projected to decline slight-
ly. In other words, the more rapid the rate of growth in the Pacific Northwest, the larger the
market share for Northwest potato growers., Figure 2 depicts the projected growth patterns
for the rest of the U, S.

The projected shift in acreage to.the Pacific Northwest has considerable effect on to-
tal production. Total U, S, production is projected to increase about 30 percent during the
1980s. Yet the difference between total U, 8. production comparing the base projection and the
most extreme growth projection is only 1 percent in 1990, Substantial shifts would occur
among regions. Figure 3 shows projected U.S. production.

1/ 1In all figures: (A) represents the growth trend based on historic data, (B) represents a
25 percent increase in the rate of growth in potato acreage or the effects of the increase,
and {€) represents a 50 percent increase in the rate of growth.
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Figure 4 shows the projected trends in Pacific Northwest production. Growth ranges
from 45 percent to 56 percent, The différence between the low and the high estimate is approx-
imately 11 percent in 1990, or about 27 million cwt, All three projections indicate that the
Pacific Northwest share of the U. S, market would increase to at least one-half of the total mar-
ket., The most rapid growth rate would result in a market share of approximately 55 percent,

The growth in the supply from other regions would aI_so increase but at a much slower
rate than the Pacific Northwest, The rate of growth in the other regions would vary inversely
to the Pacific Northwest growth rate. The more rapid the growth in Pacific Northwest supply,
the lower the growth rate in other regions. Figuire 5 shows these projected trends. -

With such large inereases in production and only modest increases in demand, there is
" bound to be some decline in real price, Figure 6 indicates. the price trends.

With all three growth trends projected, real prices decline until 1985, The projected
"normal" growth trend increases sufficiently 6 be higher in 1990 than in 1980. By the mid-
© 19808, growth in demand has caught up with production growth., While the 25 percent growth
rate alsc begins to reflect increasing prices in the mid-1980a, this production growth rate is
sufficient to meet the increasing demand. The meost rapid production growth rate was projected
o remain ahead of the increasing demand throughout the 1980s.

It should be noted that the price differences in 1990 among the projections are not as
severe as might be inferred from Figure 6. The difference between the highest projected real
price/cwt. and the lowest real price/cwt. is less than 8 percent.

Projected U, S. average real prices would follow trends similar to the Pacific North-
west real price, The average declines would be somewhat more for the U, S, because of the
increaging amount of Pacific Northwest potatoes in the market which would lower the U. S, av-
erage real price.

The other set of projections of interest con¢cerns demand for potatoes. Figure 7 por-
trays the trends in fresh and processed consumption for the next decade. Fresh consumption
is expected to grow only marginally with an increase of slightly more than 2 million cwt. be-
tween 1980 and 1990, Continued strong growth is projected for processed potatoes. An aver-
age annual growth rate of approximately 5 percent is estimated for each of the projected growth
rates in production, Very little variation in processed consumption cccurs between production
growth rates.

SUMMARY

Increased growth in acreage planted in the Pacific Northwest: (1) could increase the
Pacific Northwest market share from 44 percent to as much as 56 percent; (2) real prices
would decline, however, the decline would reverse itself for the slower growth rates in the
second half of the 1980s; (3) the difference in prices would be about 8 percent by 1990; (4) es-
sentially all of the growth in demand would result from increased consumption of processed
potatoes. :

CAVEAT

This analysis did not evaluate prices in terms of the economic viability of individual
operations under conditions of more rapid growth in acreage planted to potatoes,
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FIGURE I

. PROJECTED POTATO  ACREAGE (PNW)
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FIGURE IT

PROJECTED OTHER STATES POTATO ACREAGE
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FIGURE 111

PROJECTED U.S. ‘POTATO SUPPLY -
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FIGURE. IV .-
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FIGURE ¥
PROJECTED OTHER REGIONS SUPPLY
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FIGURE VI

PROJECTED AVERAGE REAL POTATO'ERICE {PNR)
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FIGURE ¥II

PROJECTED U,S. DEMAND FOR POTATOES
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