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Rescarch progress in durum wheat
improvement during the 1870's
is unequaled in any similar period,
Eight new durum varietics have been
developed by North Dakota for com-
mercial production. One more will
he released this month, L. ‘nging the
total to nine, a new record. Durum
yield capabilily has increased 15 per
cent. Durum quality and color has
been maintained with stronger gluten
characteristics added to give greater
tolerance to cooking. Better resistance
to stem rust and nﬁmr plant diseases
protect the crop along with improved
agronomic performance.

Macaroni manufacturers, durum
millers, durum growers and allied
groups have long recognized the im-
portance of an adequate and depend-
able supply of high quality durum
wheat to their business income, profit-
ability and growth. This shared, com-
mon interest in durum wheat improve-
ment has significantly contributed to
the expansion of durum research, that
today is helping insure dependable
production.

Future emphasis by all segments of
the durum industry to seek adequate
funding for durum research will re-
quire an ongoing commitment. The
Crop Quality Council will continue
to represent these interests in
strengthening needed research efforts,

Laboratory Funding

Last year funding for the laboratory
were excluded from the President’s
budget and it was ordered closed.
Action by Congress, however, re-
stored 1979 support with an increase
of $100,000 for research expansion.
This increase was dropped in the
President’s current budget proposal
and will need Congressional help to
replace it.

Durum quality research conducted
by the U.S.D.A. Laboratory compli-
ments the durum quality work being
done by the North Dakota State Uni-
versity Department of Cereal Chem-
istry and Technology. Recent work
of the U.S.D.A. group has contributed
to improved evaluation of Pasta
quality through studies relating to
finer semolina granulation .~ : im-
proving production rates, Also, basie
research on conditioning of durum
for milling has been a recent benefit.

4

Research Funds Critical

Overall research progress achleved
during the 1970%s was based in the
60's when new research laboratory
facilities were built and equipped with
Federal and State appropriations
aimed at strengthening research
efforts, Inflation in the 1970's has vir-
tually eaten up any increases pro-
vided. New laboratories, greenhouses
and equipment are needed to replace
outdated ones. Production and quality
research on durum what and other
basic crops is increasingly complex
and needs a thorough upgrading to
mect future use and market demands.

Nursery in Mexico Marks 25th Year

The Council-coordinated  winter
seed increase program in Mexico for
Upper Midwest and Canadian experi-
ment stations marks its 25th year of
speeding development of new durum
and spring wheat varieties, making
them available sooner to preducers
and industry,

The economic impact of this pro-
§rum is highly significant as all

urums now grown in the Upper
Midwest were first increased in
Mexico. The North Dakota program,
led by Dr. James Quick, has made
efective use of the nursery, Dr. Quick
is now working toward release of new
durums in a six year sequence with
three generations in Mexico, At pres-
ent, about 10,000 individual rows
from North Dakota and Canada are
being increased this winter and will
be harvested in late March.

The frst seeding in Mexico was
made in October, 1953. At that time,
race 15B of wheat stem rust virtually
destroyed the entire durum wheat
crop in the Dakotas, Minnesota and
the Canadian Prairie provinces. All
of the commercial acreage was at-
tacked and there was an urgent need
to increase new durum varieties with
stem rust resistance.

Use by plant breaders of the oppor-
tunity to increase their rust resistant
breeding lines during the winter in
Mexico has had a major effect on
maintaining stem rust resistance in
durum, Currently, all commercial
varieties have adequate stem rust re-
sistance, However, constant attention
Is required to maintain rust resistance.

Research Progress Report from the Crop Quality Council

Prospective Planting Uj
The U.S.D.A. Prospective p nting
repart Issued January 22, sho s 5§

per cent increase In the 1979 luny 8

acreage. This first indication |y
durum growers represents .. U§
seeded acreage of 4.25 million acre
about 226,000 acres over last yea
4.02 million acres and still below
record 4.8 million acres seeded iy
1875, A second U.S.D.A, ncreage e
port will be released on April 16,

For North Dakota, early dunn
seeding intentions are put at 3,55 mi
liin acres, on 8 per cent increase ove
1878. South Dakota also shows an§
per cent increase and Minnesota, §
per cent. In Montana, a 13 per ceat
decrease is expected. Durum acr
are down 32 per cent in Arizona and
50 per cent in California.

The 1870 Canadian durum ncreage
is currently placed at 8 million acre,
a decrease of 17.6 from 1978, Statistic
Cannda will make its frst official re
lease on April 6,

The 1979 Upper Midwest dunm
acreage may be influenced at sceding
time this spring by competition o
other commodities such as sunflowe
which might be more profitable,

Durum — Supply and Demund

Recent US.DA. reports estimak
1878-79 crop year (June 1-May 31
durum domestic disappearance at §
million bushels and expaorts of (1 mit
lion bushels from the total unm
supply of 201 million bushels. How
cever, some analysts feel expot dis
appearance may be greater. \s d
January 14, 1978, about 55.1 i illim
bushels of durum had already beer
exported with unshipped expor comr
mitmenst of 3.3 million bushls ir

dicated. With nearly four anc one B

half months remaining in this n wket
ing year, some additional durun er
port demand might be antici ated
gcrhu s to a total of 68 to 70 1.illion

ushels, If this is realized, the yew
end carry over would be arouid 8
million bushels,

New Varieties Expand
New durum varieties continue t
find high grower acceptance and rp
idly replace older lines, Ward domt

(Conlinued on page 8)
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CREATIVITY ON DISPLAY

Hundreds of new and unique food products created by
Maldari are exhibited in our showroom display cases.

Special dies that extrude new designs, shapes and sizes
can be produced to your specifications and in conjunction
with your research and development staff.

If you are planning a new promotion, contact us now for
a preliminary discussion.
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D. MALDARI & SONS, INC.
557 Third Ave., Brooklyn, NY 11215
Phone: (212) 499-3555

America’s Largest Macaroni Die Makers Sinco 1903 - With Management Continuously Retained In Seme Family

jluny, 1979
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Perhaps the most crucial of all community life-lines is oar ability
{0 communicate by phone. We can take that ability for granted —

A
B
because the Lineman never does. " ~ g \‘\@b A D M :
. e 1 - L]
Trained extpasively hn climbing, cable-splicing and in operating i "

near high vpltsge, the Lineman must apply his knowledge in all types . il L 4 e
ol circumstances, suckwking at uncomfortable beights.

Night or day, when ak occurs In a telephone network, the
Lineman Is there. And, because he is, the intricate system we've 4 { ; :
all come 1o depend on Is there wheever we need 1. ) Baker's shortening. corn sweeteners, sov protem tor the hakmy mdustry




Research Progress
(Conlinued from page 4)
nates the North Dakotn acreage at

454 per cent; Rughby, 132 per cent;
Croshy, 10 per cent; Cando (Semi-
dwarf), 8.8 per cent; Rolette, 8.8 per
cent; Botno, 4 per cent; Wells, 3.2
per cent; Leeds. 8.1 per cent. For
1079, the acrenge of Rugby is ex-
pected to increass substantially, The
newest varieties, Edmore and Calvin
will be mostly in the seed incrense
stage,

Projected U.S. Durum
Sulyglx and Demand 1979-80
w, dll

rum cirryover stocks of 118
mil bu, on June 1, 1880 is not a very
bullish factor as compared to this
year's expected carryover of 89 mil.
bu. and the June 1, 1978 carryover
total of 68 mil. bu. In addition, no
serious problems nppear to be affect-
ing the wheat crops in those countries
generally considered customers for
U.S. durum, North Africa and most of
Europe, with the exception of France,
have indicated crop conditions to be
near normal at this point. The total
N.D. prospective rlaut{ngs repoct in-
dicated that sunflower, durum, ond
soybeans (in that order) were the only
crops with increased acreages, Spring
wheat was represented by a 2% de-
crease and onts and barley both de-
creased by 26%. Indicated total
seeded crop acreage is expected to
be 700,000 ucres greater than in 1678,
N.D, agricultural officials attribute the
majority of this increase (after ac-
counting for the decrease in oats and
barley) to sunflower replacing sub-
stantial amount of summer fallow in
western N.I), crop rotations (N.D,
producers summer fallowed an aver-
age of 6.7 mil a, in 1975, 1976, and
1977), a possible increase in indi-
vidual nonnal crop ncreages (NCA)
through ASCS county committee ap-
peals and the possibility of fewer
acres devoted to grass and alfalfa,
Neal Fisher, marketing specialist
from the North Dakota Wheat Com-
mission presented these figures;

d 6-1-79; (mll.a;m.)
Expecied Carryover (6-1-
VBN Production (1979) 131
Est. Total Supply 220
*Est. Domestic Use 47
*Est. Exporls 35
Total Expected Disappearance 102
Potential Carryover (6-1-80) 118

* Based on 5 yr. avg. and April 16 Pros-
pective Plantings.

TEN YEAR DURUM PERSPECTIVE
(In Millions of Bushels)

Year Production Exports
1967-68 67 i
1968-69 100 47
1969-70 108 34
1970-71 53 39
1971-72 92 44
1972-73 73 65
1973-74 79 45
1974-75 81 47
1975-76 123 52
1976-77 135 41
197778 80 62
1978-79¢ 13 65-70
* Projected,
PLANTED ACRES
(000%)

North Other
Year Dakota States
1967 2,353 473
1968 Jon 703
1969 2,831 615
1970 1,812 355
1971 2,592 351
1972 2,333 259
1973 2,680 362
1974 3,190 647
1975 3,910 689
1976 3,710 1,030
1977 2,600 583
1978 3,300 810
1979¢ 3,700 680

* Estimaled,

Watch Those Cars

Agriultural Stabilization and Con-
servation Service of Shawnee Mission,
Kansas alerts processors to rall cars in
poor condition and warns about
steps to take to reduce insect infesta-
tion,

(1) Take steps necessary to insure
that rail equipment furnished is
suitable for the movement of
the commaodity involved.

(2) Instigate more stringent prac-
tices of car preparation by thor-
ough cleaning and fumigating
cach rail car prior to loading,

(3) In the case of domestic ship-
ments, coordinate the examiua-
tion of rail cars with Inspection
personnel of the Federal Grain
Inspection Service, USDA, prior
to loading the car.

By applying these practices hefore
shipment of the commodity, the added
expenses involved when a carload is
infested can be avoided. Additional
expenses may include rejection of the
commodity to the carrier for your
account and resultant costs of fumi-
};ntinn and examination of the car, By
ollowing these recommendations,
domestic and export programs should
operate more effectively,

Domestic Use Carry Uver
41 29
37 24
35 41
36 80
37 58
40 45
47 k]
41 26
45 53
63 92
44 67
417 B4-89
NORTH DAKOTA PRODUCTION
H. Red H, R
Year Durum  Winker
1974-75 20.5 200 295
1975-76 255 26.5 253
1976-77 24,5 25.0 280
1977.78 24.0 240 210
1978-79 29.0 315 290

Canadion Durum Production

Durum production in Canada took
a big jump in 1978, going up three
fold in Manitoba, and almost doubli
in Saskatchewan and Alberta, mﬁ
doubling in total from 1,800,000 acres
to 3,600,000. Production went up from
46,900,000 bushels to 103,300,000 be-
cause of better yields on the increased
acreage,

This year there will be a cut-bak
of some 17% on durum.

French Imports Up

French durum imports are expected
to reach 300,000 tons (11 mlr. bu)
fram all sources in the 1978-79 scasn
after rising to 146,000 tons, (5.¢ mi
bu.} in the 1977-78 season. Franc : im-
ported 127,000 tons. (4.7 mil. b)d
US, durum in 1877-78 and ha im
ported 165,000 tons, (6.1 mil. bu)
from June-March in 1978.79,

e A e B et T T S

Durum Exports Strong:
Supplies Large

Fom Wheat Situation, May 1479

Durum stocks on April 1 tctaled
around 105 million bushels, 1} per
cent above last year. As of March 31,
15 million bushels were under loan
and 11 million in the farmer-held re-
serve.

Exports have also been very heayy
through 1878/79, with shipments ex
ected to surpass 1972/78's recon
evel of 67 million bushels, Most of
this flurry was the result of a slrorﬁ
world demand for durum because

(Continued on page 10)

THE MACARONI JOURNA




Durum Situation

(Continued from page 8)
last year’s smaller world crop. Final
export loadings could reach a new
high of over 70 million bushels. Out-
standing commitments for delivery in

1678/80 point to a coniinuing strong
export schedule,

While 1078/78 domestic use is pro-
fected to remain on a growth trend,
June-March mill grind barely kept
pace with last year's rote, reflecting a
mill grind shortfall due to transporta-
tion tieups during the winter, In addi-
tion, more Hard Spring wheat than
usual may be spilling into the pasta
Hour market because of protein prem-
fums,

Prices of No. 1 Hard Amber Durum
(medium) Minneapolis moved up sea-
sonally from $3.60 in January to $3.70
in late April. The large June 1 carry-
over and the prospects for increased
production dim prospects for signifi-
cant price rises in the coming year,

Durum growers intend to plant 4.4
million acres, 7 per cent above last
year and nearly 40 per cent more than
1677’s acreage. North Dakota grow-
ers, with 84 per cent of total U.S.
durum acreage, were expected to in-
crease 1970 scedings—I12 per cent
more than a year ago. Plantings in
other States are expected to decline,
the largest coming in the “desert”
durum areas where Califomnia and
Arizona farmers cut acreage by half,
Spring seeding delays could substan-
tally reduce yields below last year's
record 82 bushels per acre.

Correction

The following table was incorrectly
set on page 14 of the May issue, The
correct listing is as follows:

US. DURUM MILLS'  Cipee

Location nmu“z.

Company (State) (cwts)
Peavey Minnesota 5,900
International New York 5,200
Mullifoods Wisconsin 12,000
ADM Minnesola? 8,400
Scaboard Allled New York 5,600
Minnesota 12,000
Louisiana 1,000
New York 4,000
Amber Milling  Minnesota 5,000
State Mill &
Elevator North Dak. 5,000
General Foods  Oregon 5,000t
Centennial Mills  Oregon 3,700

lMIIlin& and Baking News: 1977 Mill-
g}; and Grain Direciory, December 9: p,

5Alaemm; with wheat flour,
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MILLERS’ PROBLEMS DISCUSSED IN CONVENTION

Mark Hetfeltinger

Chairman Mark W, K. Heffelfinger
in opening the 77th annual meeting
of the Millers' National Federation at
Coronado, California, presented a list
of five subjects that he believes to be
of greatest concern to millu~ —safety,
transportation, particularly rail de-
regulation, inflation, energy shortages
and the need for milling productivity
improvements. The text of his com-
ments, in part, follows:

There is much to measure the dif-
ference between success and failure,
and I think I've leamed quite a bit
this past year about those little differ-
ences in millers’ minds as to what is
important and what is not im portant.
At least I've learned a lot about deter-
mining the consensus of what the in-
dustry ought to be addressing itself to
and in helping to establish priorities,
From this emerged the cholce of
speakers and their topics for today by
our ¢cnvention program committee,

President Wayne Swegle has main-
tained a very close communication
with me during the year on all kinds
of subjects, from minor administrative
ones to major subjects such as the
Council on Wage and Price Stability,
Egyptian flour problems, exports, as
well as important staff and personnel
changes,

Wayne will be covering major sub-
jects in some detail, so I won't elabo-
rate any further except to say we need
a very successful referendum among
the end-product manufacturers in
order for the Wheat Industry Council
to become a reality, Failure will be
costly In terms of time, money and
lost opportunity. 1 encourage you to
talk to your customers and inform
them of the consequences.

We also will be discussing mire g,
the current positive factors in ur in
dustry relative to the demand for oy
products, foreign and domestic, | have
sume concerns on the supply side, 3.
though our present capacity balance
with the demand for our products,

I think there will be perlods o
tightness, and there will be period;
of excess capacity, and it will be dif.
cult to maintain a healthy balance iy
this situation,

Dr. Sung Won Son, chief economis
for the Northwestern National Bak
of Minneapolis, said in a recent article
that he sees a bright future for grai
merchandisers, He went on to say,
“Aside from gmin merchandiser,
other agribusinesses face uncertain
futures, The growth of the baked and
packaged food industry, companies
which convert cereal to flour nn(ll cake
mixes and so forth, is likely to be
limited in the next several years.
However, margins may be protectel
If grain prices remain stable.” I dont
know if you would all agree with that
but I tend to.

Five Subjects

There are five sub{ects of particuls
interest to me, and

managers. One is in the area of Ocow
pational Safety and Health Adwninis

trat*an (OSHA) and safety, Most of us [§

have experienced OSHA inspe: tion

and all of us know the cost of  ying [

for lost-time accidents.

The status of transportation +/hich [
is 50 vital to our industry has bet 1 de- 8
plorable, Where is it going, hort: [
term, long-term? The question. we &
what can and should the indust: * do? 8

These need to be answered be -aust

there is certainly going to be con J§

tinued change, Subjects such us de

think to the in- J§
dustry and you as individual compan

regulation, should we be for it o §

against it? How should we act o that
subject, taking into consideration the
economic health of the railroad idus

try? Should we be dealing with pr- B

portional rates and transit? I'm not

trying to throw all these responsibili- |

ties in your laps but they are ow
pl:oblems and we all have to deal with
them.

Inflation is another major subjedt

and we'll certainly be hearing mort §

on that.
THE MACARONI JOURNA

Tl energy situation is vital to us
and arely is a problem for all of us,
Wha' active programs do each of us
have ongoing in our own companies
to better utilize the varlous energy
sourccs which we use? What role,
agair. should the Federation play in
this important arena?

Productivity is an obvious subject

d that is seeking improvement from all

of us.

These five subjects tend to become
entangled in conflict with one another
and are not completely compatible
with our major goals of expanding
demand for our products and eco-
nomic health within our own Indus-
ty. As we must replace our capital
goods and add to our fixed invest-
ments for safety, complinnce and
other regulatory agencies, we have n
dire need to improve our earnings to
adequately service the added invest-
ment that we will be utilizing. But
this is not compatible with holding
down the inflation spiral, Tf reliance

# on the most economic form of ground

transportation from an energy stand-
point is with the railronds and if this
is going to be accompanied by service
interruptions resulting in plant shut-
downs for both us and our customers,
it means added costs contributing to
the inllation spiral,

Visit with Union Leader

1 had the opportunity to interview
Roy O. Wellborn, president of the
Ami rican Federation of Grain Millers
Int: mational 'mion, He authorized
mt ) share some of his views with
yo
" o grain millers are a part of the
foc nd beverage departments of the
Al CIO secking a grant to study
coi tions in grain and flour milling

| Ind tries, The teams opersting under
| the  grants visit plants for the pur-

po:  of educational safety training
anc reventative safety to reinforce
the vareness and safety needs on the

| par of both management and em-

plo. es. Criticisms related by Mr

& “ebom of the ndustry’s present

Pra.ices were, and some of these will
oveilap: Poor supervision; need for
better trained supervisors and fore-
men; lack of follow-up on reported
unsafe conditions; managers who
weie directing employes to perform
wsife acts resulting in grievances
:l:“l n;bltmlion, and eﬂcct!venesshof

¢ safety committee operating within
plants, x RERE

lury, 1979

Two suggestions for alleviating
these concerns made by Mr, Well-
born were: Eliminating the dust prob-
lem in elevators and training foremen
and supervisors to know how to work
with people, T asked him if he had
any specific concerns regarding elec-
trical classiflcations, sources of igni-
tion, control systems, etc., and he said
he did not feel competent to comment
on that, but he certainly was aware
of the need for elimnating dust,

On the subject of inflation, Mr.
Wellboin does not fecl the Council on
Wage and Price Stability is or ever
can be an effective tool. He believes
mandatory controls would control
wages and prices but would also
de&nitely create unemployment and
shortages.

In regard to his current expecta-
tions, and I want to deal with this
carefully, he advised me that the
present wage guideline of 7% does
not satisfy a 10 to 12% annual infla-
tion factor. I'm not sure what to read
into that. He suggested that the only
longterm solution is in effective con-
trols of wages, prices, profits and gov-
ernment spending, presumably some
kind of mandatory controls. He also
suggested putting a limitation on the
import of foreign goods and encour-
aging exports of US.-made products,
including flour.

Safety is much a matter of concern
for all of us. It is a matter that has
been discussed quite heavily within
your Federation, as to what we should
do and how we can interact with the
Association of Operative Millers and
other trade associations. We certainly
hope to provide entrees to the appro-
priate people in Washington where,
of course, there are industry-wide con-
cerns over specific repulations for
inspection practices.

Multifoods Increases
Common Dividend

The board of directors of Intema-
tional Multifoods Corp. voted to in-
crease the dividend on the common
stock to 30¢ per shise from 27Va¢,
effective with the dividend payable
July 15 to shareholders of record on
June 28.

Mult*foreds noted that this is the
eighth consecutive year that the divi-
dend rate on the common stock has
been increased. Last June, the board
increased the dividend from 25¢ to
oTV4¢.

North Dakota to Get
Mill-Macaroni Plant

The Devils Lake Daily Journal
quated North Dakota Senator Quen-
tin Burdick as saying the federal gov-
ernment has approved a financing
pactage for a durum mill and pasta
p-ozessing plant at Cando, North Da-
kota, Cando is north of Devils Lake,

Burdick said the package includes
a $5.5 million guaranteed loan fro:n
the Economic Development Admivis-
tration of the U.S. Commerce Dzpart-
ment and a 31 million nrban develop-
ment action grant from the U.S, De-
partment of Housing and Urban De-
velopment. The Bank of North Da-
kota, Towner County State Bank and
First State Bank of Cando also are
involved in the financing, the Senator
said.

The new plant will create approxi-
mately 159 new jobs in the Cando
area with an estimated annual payroll
of $1.6 million, The plant will process
nearly 77 million pounds of spaghetti,
flour and durum Lran annually.

“Estimates are that the plant will
initially purchase about one million
bushels of durum annually, The plant
will be a steady purchaser of durum
right in North Dakota—something
farmers in the state have dreamed
about for a long time,” Senator Bur-
dick noted. “This is one of the most
innovative projects I've worked on in
a long time, and I was very happy to
see the federal assistance approved.”

Community Involvement

Although Leonard Gasparre of St.
Paul, Minnesota is the private de-
veloper in the project, Burdick said
the “community of Cando has been
deeply Involved from the start, and jt
is the city which has received the fed-
eral grant.”

The HUD grant will be used to
purchase the land for the plant and
for water, sewer and associated utility
services, The EDA funding will £-
narce construction and equipment
corts, Construction will be started this
summer,

What's a Few Billion Dollars?

“A billion dollars here, a billion dol-
lars there—pretty soon that adds up
to real money.” —Everett M. Dirksen,
late U.S. senator from [llinois,
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 with Quality -of-the-end-productin mind!

“Brand X" Short Cuts reflect all the imperfections caused by
their hurried system of production via one large extrusion
screw that forces the mix through the extrusion die without
allowing it to blend into the proper consistency.

Here are the results:

(
[ Q

PN “5RAND X" Short Cuts

Demaco’s 2-headed Short Cut Press (each head / Lightness and Fluffiness (curl)
ith its own extrusion screw) extrudes the mix

t a roperly regulated, unhurried rate, allowing / Color and Uniformity

or a .mooth, evenly blended consistency. In add-

ion, Demaco’s all stainless steel Pre-Mixer and / Wholesomeness and Eye-appeal
clu ive Mixer-Extruder (U.S.D.A. approved) _ )
ep: 25 the product in advance for: in every production rur!

For he full story, contact DE FRANC'SC' “ACH'NE COHP.

Wall. out St.,, Brooklyn, N.Y. 11206, U.S.A. / Phone: 212.963-6000 / TWX: 710-584-2449 / Cable: DEMACOMAC NEW YORK
Western Representative: Hoskins Co., Box F, Libertyville, Illinois 60048 U.S.A. / Phone: 312-362.1031

This diagram illustrates the simplicity of design
of the Demaco Short Cut Line:

Pre-Mixer ; w0t 3
® Stainless Steel Pre-Mixer pre-blends for smooth \ : & Distibutor ;
consistency. i === = I
® Exclusive U.S,D.A. approved Mixer-Extruder. =] Miner : ———
Most sanitary avallable, ey Shot Cut (o Er s v 7
® Electroless nickel-plated Short Cut Attachment s | Attachment (O I T e
produces most standard small macaroni products ~Die | T =
as well as Lasagna. Mosticclolli [s also easily made LR
by adding a special cutting device for the bias cut. . = 4 O TRt ) | : |
® Simple, uncomplicated dryer (all U.S. made parts) Extruder |75 =t Conveyor Preliminary O ! Finkh Dryer
will provide maximum dependable service; minimum S Isch
maintenance required, : Dfachargs i A

e ———— -
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COPING WITH INFLATION

Williom C. Hale, manager of the
Food Business Unit, Arthur D. Little,
Inc,, Cambridge, Mass. made these
comments at the Millers’ National
Federation Convention,

The milling industry’s superior posi-
tion is in large part the result of two
principal advantages—products that
will meet the expectations of con-
sumers faced with the trauma of infla-
tion and a pricing mechanism in posl-
tion that gives milling opportunity to
react to cost pressures.

“The grain milling industry is per-
haps better positioned than most to
deal with inflationary pressures and
the risks associated with price fluc-
tuations of raw materials and finished
goods,” Mr, Hale said, He indicated
that this flows from the fact that mill-
ers have lang understood how to mini-
mize risks through use of futures mar-
kets, and that “the millers and their
customers are accustomed to daily or
even hourly price adjustments.” He
counseled that unless the latter flexi-
bility is used by millers to accommo-
date to mounting inflationary pres-
sures, the industry will find itself in a
very difficult position.

Mr. Hale predicted that inflation
will not affect the flour milling indus-
try in total “as much as it will the
relative competitive position of vari-
ous millers.” He ascribed this likeli-
hood to a differential in rates of in-
flation within the U.S., which impacts
differently on power costs, labor and
transportation rates, He stated that
energy related cost elements, trans-
portation and power will be the key
to the ability of individual companies
to cope with the pressure of inflation.

Along this line, he said the location
of mills and sources of grain supply
will also affect the competitive posi-
tion of a company in a severely infla-
tionary environment. He predicted
that mills may find a “more competi-
tive” environment existing in the
wheat growing areas where producers
are near exporting locations, a con-
dition which may be accentuated in
future years by the improved com-
petitive position of US., wheat in
world markets in respanse to the de-
clining value of the dollar.

Four Point Program
Mr. Haole presented a four-point
action program to flour millers, as fol-
lows:

et

Wiliam C. Hale

“1—Review energy/labor produc-
tivity, Determine whether energy
sources are going to cause greater
imgnct on one plant than on others
and review strategic options, Identify
areas for productivity increases, for
energy efficiencies and for labor sav-
ings.

“2—Review customer needs and
your product/service mix, How is in-
flation likely to affect your customers
and how can you offer appropriate
services? Are you as a miller in a
better position to add value than the
customer?

“3—Estoblish an aggressive devel-
opment effort and marketing cam-
paign to promote cereal based prod-
ucts, You need to tell the value/
benefit story of grain foods as part of
a balanced dietary pattern,

“4—Review management and cost
controls to reduce further risk of cost
nbsorption and profit erosion. The
latter focuses primarily on under-
standing your costs and being able to
control them.”

The Economy

Mr. Hale opened his talk with a re-
view of the Arthur D, Little outlook
for the economy. He said the expec-
tation is that the Gross National
Product will rise at a rate of 3%
annually in the next five years, while
infletlon is expected to continue at a
rate above 7% per year.

He said these forecasts assume that
“inflation is not a short-term phenom-
enon.” He noted, "We expect inflation
to be a factor to reckon with over the
next five to seven years, and that en-
ergy prices, particularly OPEC pricing
policies will be the key causative fac-

tors in driving the inflationary spir)
Therefore, we continue to witi ss gy
expect cosl-rush inflation, rath:r thy
demand-pull inflation.”

Another assumption is tha: by [k
U.S. industry and consumers will lea
to cope with inflation “in ways whi}
allow the economy to continue to .
pand.” He cited as an example .
duced reliance on imported oil ay
new life styles, which result in proj
uct/service patterns of a less cierg.
intensive mode, “This realignment o
expenditure patterns will set up inter
esting marketing dynamics,” he statel

Mr. Hale observed that controlling
inflation would require both consun.
ers and government to take stern mes.
sures, which is not likely. “The ne
result is that the consumer and clected
officials would prefer to cope nea.
term with inflation rather than fue
the prospects of hardships related to
stern controls,” he said.

At the same time, he saw inflation
casing over the long-terin as the resul
of three developments—improvements
in technology, especially improved
energy use efficiency; evolutionay
changes in consumer life styles to s
commodate high energy costs, and
new sources of domestic energy, suh
as coal, solar, nuclear, etc., in respons
to economic incentives and techn
logical progress.

Likely Responses

Turning to likely responses to nex:
term inflation, Mr. Hale said that the
main forces at work on consume s will |§
be the need to buy rather thar wai 8
with expanding use of cred:; ir
creased attention to quality as « pur
chase criterion; more dual i com
houscholds, and reordering o pu |
chasing patterns and life stylc: th
will affect eating habits and pa tems

Mr. Hale spelled out a num «r
imrEacu on industry in genera' fron
inflationary forces. These inclu le &
expanded search for ways to 1 «duct
energy use; new trade practice: thi
include in some food industrie, bul
not in grain milling, a trend towar
longer-term contracts; tighter fin i
controls in recognition that “the ir
ability to pass on raw material or othe! B
input cost increases in a timely fashiot
can be a disastrous in a “thin margh B
business; productivity increase {
cost reduction programs, and attentio? §
to plant locations and confguration
logistics systems to reduce costs.

(Continued on page 16)
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Macaroni and noodles of all shapes and
sizes start with quality durum products.
When you start with the best, you wind
up with a prize winner. Today's home-
makers want quality, and that's what you
can give them with the basic, consistent
quality of Durakota No. 1 Semolina,
Perfecto Durum Granular or Excello Fancy
Durum Patent Flour. Call us today.

the durum people
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NORTH DAKOTA MILL
Grand Forks, North Dakota 58201
Phone (701) 772-4841




Coping with Inflation
(Continued from page 14)

Mr. Hale nlso presented a study of
consumer buying patterns that points
to expanded demand for grain-based
foods in an inflationary environment,
if the industry itself develops a pro-
gram that acquaints consumers with
lhcdndvnntages of their products. He
said:

“The demand for cereal-based prod-
ucts is likely to experience n positive
boost due to value-benefit of the prod-
ucts coupled with increasing consumer
interest in nutritional quality of food
consumed.”

Along that line he showed several
charts depicting the rising interest of
consumers in the nutritional quality of
their food.

Mr. Hale said the Arthur D, Little
organization expects consumers to be-
gin to respond “for health reasons as
well ns economic considerations” to
suggestions by government that diets
be changed to rely more on complex
carbohydrates such as grain foods.

“We expect the combined effects of
value of grain-based foods and nutri-
tionn' quality to have a positive im-
pact on milling,” Mr, Hale declared.

The march for railroad deregulation
is on and it promises to be the major
public policy issue which will concern
us in the railway industry and you in
the shipping industry in the months
ahead. It also, 1 might add, promises
to be the single most compelling, im-
portant and controversial transporta-
tion policy issue in the 86th Congress.

Moreover, 1 think the implications
go beyond the rail industry or the flour
milling industry or the automotive in-
dustry or the steel industry or shipper
groups. There are significant implica-
tions here for the American public,
for consumers and ultimately for tax-
payers. There is also significant im-
plications for the future structure of
our national transportation system.

Let me make crrzlr where the rail-
road industry stands on this now, and
I hope by doing so I can inaugurate
with the flour millers, as I've tried to
do with other groups, a constructive
and informative dialogue on this issue
which is not going to be resolved
tomorrow or the next day.

The mailroad industry, which for
years has fought in broad generalities
about the need for fair competition,
Enally, s of last summer, sat down—
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DEREGULATION — WHERE WILL IT LEAD?

by John W. Snow, Vice-President of the Chessie System, Inc,
at the Millers’ National Federation Convention

John W, Snew

and I served on a task force—and
began to examine what we really
mean when we say we're over-regu-
lated.

A few months ago, a few weeks ago
actually, the rail industry i....nounced
a 14-point program calling for very
major deregulation of railroad indus-
try. We've asked for a new set of rules
to govern our conduct, We did not ask
for deregulation, but for a new set of
rules, one which we think will protect
your interests as well as giving the rail
industry a prospect for surviving as
a private-sector enterprise capabﬁa of
{meting the necds of the existing pub-

ie.

In seeking fundamenta] reform of
regulations, which is what the Asso-
clation of American Railronds pro-
I)osal does, we're not blind to the
egitimate concerns of the shipping
community, You, too, have lived under
the same system of regulations for
some 90 years now. You, too, have
made investments in response to it
You've grown accustomed to it. You
know how it works.

Your pricing policies and your
logistics decisions are tied to it, and
you're concerned, concerned that dis-
ruption of the system will produce un-
told turmoil and disruption in your
own enterprises. We're legitimately
sensitive to those concerns. We have
had concerns ourselves, It wasn't easy
aetting rail industrv consensus on
broad-scale deregulation. But ulti-
mately what took us there was the
recognition that the present system is

on a collision course with disast r

. But we do recognize your con ens,
Market dominance, captive shi; pers,
transit rates, abandonment, and v on,
And we tried to fashion a package,
which meets these legitimate cop.
cerns, while glving the rail industy
the basic creative tools to respond to
market forces in reverse, the 80-year
and 40-year history of forces which
3:& destroying the vitality of this in-

0

Let me just review what can :

happen, The Carter administration
sent forth a massive rail deregulation
rrorosal on March 28 with a lot of
antare, a White House ceremony,
lots of congressmen and senators in
attendance, They're making a strong
pitch that the option is nationalization
or deregulation, that the rail industry
is %oing to suffer a $13 billion to $16
billion shortfall in the next seven or
eight yecars unless fundamental
changes are made in the regulatory
system. Not that regulation is the lone
or single culprit, but that with the
present system of regulation in place,
there’s no prospect for making up that
$13 billion to 316 billion shortfall. The

proposal calls for very significant pric §

ing freedom, contract rates, eliminat-
ing suspension, eliminating the
LC.C's ubllity to investigate on their
own motion, roll-up pricing frecdom,
and at the end of a five-year prriod
completely phasing out I.C.C. pricing
authority,

The A:A.R, released its propo: il in
mid-March, and it is very simili r, It
too, calls for roll-up pricing fred lom,
while pricing freedom is the o iter
picce of the A.A.R. proposal. O ¢ of
the most important actors in this . itire
drama, of course, is Conrail. C: il
has said publicly that there is ne way
it can meet its five-year plan, it. s
called final business plan projec ions,
unless there is substantial chan e in
the regulatory rules it operates v uer.
So Conrail told the White Housi und
the O.M.B. and the Treasury thut the
prospect was dim indeed for thal
company ever hecoming a sell-sus-
taining private enterprise system un-
less the rules of the game are changed:
And, they said, If the rules of the game
are changed, and they are calling for
massive changes, they see a net i
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| late fresh fruits an

com improvement of $500 million a
yeai That's the kind of number that
cate »s the attention of the budget
exay ners in  OM.B,, particularly
whe the counter number is a $1 bil-
lion leficit a year by the early 1080's,
Ti.«n, of course, there are develop-
ments at the LC.C. It is often said of
the Supreme Court that scholars of
the judicial process try to interpret
the uctions of the court and try to
figure out how they arrived at their
decision, and it's said they read the
newspapers, Well, the LC.C. seems to
read the newspapers, too, and if you
follow the L.C.C. and cbserve what is
going on withi them you will notice a
change in thelr traditional attitudes
toward regulation. The L.C.C. recently
enunciated a policy to give railroads
freedom to engage in contract rates,
long denled the rail industry but pos-
sessed by our competitors, They re-
cently announced a Jmlicy to deregu-
vegetables and
are moving to deregulate other bulk
commodities, Three of four new
appointees to LC.C. are known to be
committed deregulators,

Change Is Coming
I think it is fair to say that the

i regulatory system that we know todny

is not the regulatory system we're
Foinp, to know three, four or five years
rom now, But if it is the same, instead

f of sceing 40% of the rail system in

need of federal financial assistance,
instead of a rate of return of 0.9%, I
think those railronds are going to

8 slide precipitiously the other way.

More ver, the Congressional process
Isal; 1y under way, the chairman of
the * nate Commerce Committee has
indi ted, as has the chalrman of the
con: rpart subcommittee in the
Ho , that railroad deregulation will
be . riority legislative item on their
doc’ s for 1879 and 1680,

N . it's my hope and the hope of
the il industry that before the sides
are awn and positions frozen that
there will be an opportunity for an
infor na), outslde of the legislative
rmm-ss. informative interstate din-
ogu: of the shipping groups. We
hope to arrive at as much understand-
::;g of each other’s positions as possi-

e

What s required is a close and con-
tinuing dialogue Letween the rail in-
dustry and major shipper groups like
this one, And out of this process 1

hope the shipping public will come to
Juey, 1979

appreciate some of the reasons why
the rail industry is taking the position
we are, and I hope we come to a bet-
ter appreciation of some of your con-
cerns,

We hope that out of these discus-
sions we can fashion a set of legisla-
tive proposals which will realize our
goals while minimizing the risks to
you in allowing you to feel that the
system which is being put in place is
one that you helped to structure and
helped to structure with the prospect
of better rail service,

The regulatory system under which
we operate Is still predicated on the
view that railroads are the dominant
mode of transportation. They aren't.
Transportation has come out of the
horse-and-buggy era but regulation
hasn't. That is the crisis which the rail
industry faces, because with that
regulatory system in place, and the
massive changes which have occurred
with respect to alternative modes of
transportation, and because of the
fundamental changes which have
been occurting in the U.S. economy
over the last 50 years—the decline of
the Northeast industrial area where
raillroading was built, the change in
the composition of the productive
side of the economy, the changes in
agriculture, where agriculture and
mining are now a smaller part of the
GNP than 60 or 70 years ago.

All those changes have had devas-
tating consequences for the railroad
industry because the industry, frozen
by regulation, hasn't been able to ad-
just, The marketplace is saying to the
rail industry, adjust, change, restruc-
ture. But the regulatory system won't
allow those fundamental adjustments
to occur,

A.A.R. Proposal

The A.A.R. proposal is an eflort to
deal with these problems in an open
and constructive and realistic way.
The heart of the proposal is pricing
freedom. Under the pricing provi-
sions, current suspension investigation
provedures of LC.C. would be elimi-

nated as would notice provisions.
Definition of market dominance
would be changed, we feel, to prop-
erly reflect competitive conditions,
The current definition of market domi-
nance is frustrating, it seems to us,
since the intended reforms in the 4-R
Act have taken the market dominance
definition the LC.C. has used, and
given them to the best antitrust law-
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yers in the country and they have re-
acted in horror at the way the 1.C.C.
has interpreted competitive policies,
We have tried to fusLicul o definition
of market dominance which is respon-
sive to the true meaning of competi-
tive behavior, OF course, the market
dominance issue will be central in this
debate over deregulation.

We would establish or permit the
establishment of contract rates to
srant the railroads broad contract rate
reedom with only a requirement for
after-the-fact notification of the essen-
tial terms of the contract. We would
repeal the long-haul, short-haul clause
and limit the application of discrimi-
nation sections to cases where rail-
ronds were found to be in a market
dominance position.

Another very important part of the
railroad proposal deals with restrue-
turing. The A.A.R. proposal would
encourage restructuring of the system
through coordination projects and
mergers, by liberalizing merger cri-
teria and speeding up merger process.

We would also liberalize the aban-
donment process, allowing abandon-
ments on 120-day notice where there
is a showing that the line is uncco-
nomic. We recognize the concern this
raises for many, but the fact of the
matter is that uncconomic rail lines
are a drain on the rai! system we can't
allord.

But if the Congress determines, and
they well might, that preserving cer-
tain uneconomic services or preserv-
ing certain lines beeause of national
interest is important, then, fine, we
don’t object to that, But it ought to be
a burden imposed on society at large
rather than a burden on the railroads.

A third major clement of the A.A.R.
proposal is to remove LC.C. jurisdic-
tion over car supply. Railroad rolling
stock represents n‘mnt half the invest-
ment of the railroad industry and is
subject now to LC.C. regulation
which often borders on the caprici