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POTENTIAL FOR AGRICULTURAL DEVELOPMENT

ON THE UMATILLA INDIAN RESERVATION

SUMMARY

The purpose of this report is to identify and evaluate the potential

for agricultural development available to the Confederated Tribes of the

Umatilla Indian Reservation. The institutional environment in which the

Tribal Farm Enterprise must function is different from that of the non-

Indian farmer. The reservation land resource has become fractionalized

among three types of land ownership -- trust, allotted, and deeded. This

makes it difficult to organize any type of agricultural development.

Lack of control over reservation lands poses many problems to the

Indians. These include loss of potential income and employment oppor-

tunities, and increased urbanization pressures from adjacent non-Indian

communities. Tribal leaders see agricultural development as a means to

deal with these problems.

The crop alternatives biologically suited to Umatilla Reservation

lands include wheat, green peas, alfalfa hay, dry onions, sugar beets,

and carrots. However, marketing difficulties presently eliminate onions,

sugar beets, and carrots from economic consideration.

Borrowed capital in the form of both long and intermediate term loans

will be required for Tribal agricultural development. The unique financial

status of an Indian Enterprise means, on one hand, eligibility for special

government programs, and on the other hand, curtailed opportunities for

access to private sources of credit. Time delays, mainly from time-

consuming government loan application procedures, and the inability to

mortgage trust lands under present laws severely hinder Tribal farm

development.

Economic results indicate that wheat/fallow, wheat/pea, and perhaps

some irrigated wheat are cropping systems now offering the best financial
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potentials. Alfalfa does not appear to be viable for the Reservation

area.

Managerial skills required to organize and run the Tribal Farm Enter-

prise will increase as the agricultural growth continues. If the Umatilla

Farm Enterprise Committee can enlist from its own ranks, or elsewhere,

the necessary managerial talent, then economic potential for greater

Tribal farm development, primarily with a wheat/fallow operation, does

exist.

If the Tribal Farming Enterprise is to continue its development, th-

present organizational structure of the Farm Enterprise Committee would

have to be strengthened. There are several options it might take to

accomplish this. Since the Farm Enterprise is only one of several Tribal

enterprises, including a grocery store, service station, etc., there is

a potential for considerable savings in merging some of the managerial

functions of these businesses. The range of options falls between highly

centralized and highly decentralized organizations. Under a decentralized

organization, each of the Tribal enterprises would be managed as separate

entities with its own managers, though possible sharing some central

financial and record keeping services. Under a centralized organization,

a general business manager would oversee all the Tribal business enter-

prises.
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I. INTRODUCTION

In recent years, the Confederated Tribes of the Umatilla Indian

Reservation have become increasingly concerned about the management and

control of their reservation's land resource. In 1964, they began a

program aimed at increasing tribal influence in the management of reser-

vation lands. Their expectation is to achieve greater control over their

land resources through the development of their own farming enterprise.

This report deals with (1) the loss of Indian control over reser-

vation lands, (2) specific problems prompting the Indians to initiate a

Tribal Farm Enterprise, (3) the agricultural potentials of the Umatilla

Reservation land resources, and (4) some of the financial, economic, and

managerial aspects of agricultural development.

The treaties of the mid-1800s between the United States government

and the many Indian nations set aside designated land areas, i.e., reser-

vations, for the exclusive use of the Indian tribes. Typically, these

treaties stated that the federal government would be responsible for pro-

tecting Indian lands and people. Often this was interpreted by government

officials to mean that they had the right and responsibility to control,

for the Indians' own good, the use of reservation resources. Many critics

have suggested that this paternalistic attitude has hindered attempts by

the Indian nations to exercise the resource control necessary for their

economic development [Levitan and Hetrick, Ruffing].

The Umatilla Indian Reservation was established in 1855 by a treaty

between the United States and the Umatilla, Walla Walla, and Cayuse tribes.

It is in northeastern Oregon on the western edge of the Blue Mountains

(Map 1). The Slater Act of 1885 diminished the Reservation's area to its

present 157,982 acres, from its original 245,699 acres. A special act of

Congress in 1939 restored 14,140 acres outside the diminished boundary to

Tribal control.

The Slater Act also provided for the allotment of reservation lands

to individual Tribal members. The stated intent of this legislation was
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Map 1. Location of the Umatilla Indian Reservation.

SOURCE: CH
2
M-Hill, p. 23.
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to stimulate Indian participation in farming but it effectively opened

the Reservation lands to homesteading, leasing, and eventual sale to non-

Indians.

Today, the land ownership pattern on the Umatilla Indian Reservation

is an odd checkerboard of parcels falling in three main classes: (1) deeded

land held in fee simple estate by non-Indians; (2) Tribal land with legal

title held by the United States, and the beneficial or equitable title

held by the Confederated Tribes of the Umatilla Reservation as a unit;

and, (3) allotted land with legal title held by the United States and the

beneficial or equitable title held by an individual Indian allottee or

his heirs. Because of the large numbers of heirs, many single parcels

have from 5 to 20 allottees. There is a smaller class of Indian land

which is deeded in "undivided interest" to individual Indians but whose

legal title is held by the United States.

Map 2 shows the geographic distribution of land ownership. The small

class of land in undivided interest is lumped into the "allotted" class of

land in this map, but listed separately in Table 1.

Table 1. Acreage by Ownership Class

Ownership class Acreage

Land within Reservation boundaries:

Tribal land 	 2,349

Allotted land 	 68,032

Undivided Interest 	 830

Deeded to non-Indians 	 86,771

TOTAL 	  157,982

Tribal land outside Reservation boundaries
(mostly forest and rangeland) 	  14,140

SOURCES: CH2M-Hill, p. 74, and U.S. Department of the Interior,BIA.
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Map 2. Land Ownership
Patterns on the
Umatilla Indian
Reservation.

SOURCE: CH
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Map 2 gives a graphic indication of the degree to which Indian control

of Reservation land has been lost. The dark and checkered areas on Map 2

are the Indian-controlled lands, in allotments and Tribal holdings respec-

tively. The unshaded areas, comprising over half of the land within the

present Reservation boundary are deeded to non-Indians.

Of primary concern in this report are the farming lands found on

the northwestern half of the Umatilla Reservation. The southeastern

half of the Reservation consists mainly of mountainous rangeland and

forest.

Of the farming lands on the Reservation still held by Indian allottees,

about 97 percent is leased to non-Indian farmers.

Typically, the administration of these leases is carried out by the

Bureau of Indian Affairs (BIA) on behalf of the Indian allottees. Thus,

individual Indians have exercised little effective control over the management

of their land resources. As shown in Table 2, most of the cropland now

operated by Indians is Tribal land. This work is controlled by the Tribal

Farm Enterprise Committee.

Table 2. Cropland and Cropland Operated by Indians

Ownership class
Cropland
(acres)

Cropland,
operated by

Indians
(acres)

Tribal 	 1,253 1,360-4.1

Allotted + undivided interest 	 27,769 147

Deeded 	 46,979 0

TOTAL (approximately) 	 76,000 1,507

a/
Includes some non-cropland in parcels operated by the Tribe.

SOURCE: U.S. Department of the Interior, BIA, p. 1.
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By authority granted from Congress, the BIA is a powerful influence

on the direction of Indian tribal development. The BIA is involved in

regulating any purchases or sales of reservation land and administering

farm land leases, as mentioned above. Much of the potential financing

available for reservation resource development would be from the BIA-

administered Revolving Loan Fund. Indian Finance Act Loan Guarantees,

which are designed to help individual Indians or Tribes obtain private

financing, are subject to BIA approval. Such regulation of Indian

activity appears to materially increase the complexity of reservation

resource management by and for Indians.

Urbanization pressures from the City of Pendleton are causing increasing

amounts of Reservation agricultural land to be converted to residential use.

The Indian community, in general, would prefer to have the Reservation kept

in open space consistent with agricultural uses.

Another problem is that some non-Indian farmers who lease allotted

land have not been following adequate weed control and erosion prevention

practices. The result is that not only are present crop yields and the

future productive capacity of the land reduced, but neighboring parcels of

farmland are affected adversely.

In 1964, the Board of Trustees of the Confederated Tribes of the

Umatilla Indian Reservation began to take steps to exert greater control

over the use and management of Reservation land. They appointed a three-

member Farm Enterprise Committee to plan and coordinate Tribal agricultural

development. The Committee has concentrated on two specific Reservation

land use problems: undesirable urban growth and poor land conservation

practices.

The Farm Enterprise Committee's approach has been to directly control

the farming of Tribal lands. As shown in Table 2, the Committee is now

farming more than 1,300 acres of Tribal land. The farming operations have

been hired through a local custom operator. To date, the Committee's farming

endeavors have generated a positive cash flow for the Tribe. It has also

been a leader in initiating land terracing, grass waterways, weed control,

and other conservation practices.
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Since the Committee also was helping develop a set of land use controls

and a comprehensive plan to direct growth on the Reservation, members felt

that better physical and economic data on the land resources would be needed.

In particular, the Committee wanted data to facilitate their evaluations

of the financial and economic feasibility of future agricultural developments.

Hence, the study upon which this report is based.

-9-



II. PHYSICAL EVALUATION OF THE

UMATILLA INDIAN RESERVATION FARM LAND RESOURCES

To this point, we have discussed Tribal lands and the Reservation

as a whole. The focus of discussion will now be narrowed to consider

only those aspects of the Reservation environments (physical and economic)

which pertain to farm crop production. Specifically, we exclude from

our study the mountainous forest and rangelands which comprise roughly

the southeast half of the Reservation, as well as the Tribal land outside

the Reservation (Map 3).

Landforms 

The landforms of the Reservation can be divided into four groups:

(1) the Pendleton Plains, (2) the Blue Mountain Slope, (3) the Blue Mountain

Uplands, and (4) the creek and river valleys with associated slopes (Map 3).

The Pendleton Plains are a slightly dissected plateau characterized by

gently rolling slopes favorable to farming. The Blue Mountain Slope can

be described as a series of steep walled canyons ascending to the more

plateau-like Blue Mountain Uplands. The creek and river valleys, princi-

pally those of the Umatilla River, McKay Creek, and Patawa Creek, dissect

the topographic units. They are characterized by very flat floodplains

edged by moderate to steep slopes up to the surrounding land.

By comparing Map 3 and Map 4, it can be seen that landforms and slope

are highly correlated. Slope is a major limiting factor to many agricul-

tural operations in the area.

Climate 

The climate of the Reservation is semi-arid to sub-humid. Summers

are hot and winters are cold. The frost-free season varies from 185 days

at the western edge to less than 120 days in the northeast corner. Precipi-

tation is a major limiting factor to agriculture. Although some precipi-

tation occurs as brief, violent, erosive, convectional summer downpours,

most of the precipitation occurs as orographic precipitation from winter



LAN DFORMS

q Creek and River Valleys

Q Pendleton Plains

q Blue Mountain Slopes

In Blue Mountain Uplands

0 exclutied from study area

Map 3. Landforms of the Umatilla Indian Reservation

Source: U.S. Department of the Interior, Geological Survey, 1964.
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Map 4. Slope Classes of Study Area Land

Source: Roberts.
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cyclonic systems. The rapid increase in altitude from west to east across

the Reservation results in a rapid rise in precipitation in that direction

(Map 5). This variation in rainfall is one of the major causes of varia-

tion in soils and cropping patterns within the Reservation. Because most

of this precipitation occurs outside the growing season, it must

generally be stored as soil moisture to be of use to a crop. Where soils

are shallow, as in the south Reservation, crop yields are low because of

the low amount of moisture that can be stored in the soil.

Soils 

The soils of the Umatilla Reservation can be grouped into four cate-

gories which correspond to the four landform regions (Map 6, Table 3).

The characteristics of the soils vary with the climatic, topographic, and

geologic features of these regions.

Stream Bottomlands 

Most of the bottomland soils are well drained, medium-textured soils

of the Hermiston, Onyx, Snow, and Yakima series. The Hermiston, Onyx,

and Snow series are excellent, deep agricultural soils. Most of the Yakima

soils have shallow, gravelly topsoils over gravel. They are too excessively

drained and too gravelly to cultivate and are best suited to irrigated

pasture or alfalfa. About one-half the bottomlands on the Reservation

have Yakima soils. On the wider bottomlands, there are some wet and poorly

drained soils of the Pedigo and Stanfield series. The Stanfield soils are

severely salt affected and have a hardpan.

Pendleton Plains 

The soils of this landform are composed of windborne loess deposited

on top of the Columbia River basalt. This mantle is thicker north of the

Umatilla River than south of the river. Soil depths are typically at least

five or six feet on the north side and four feet or less on the south side.

All these soils are fine-textured silt loams, but they become darker and

more fertile from west to east as the precipitation increases. Thus, on

the thick loess of the north Reservation, the Walla Walla (high rainfall

-14-



MAP 5. ANAILIAL PRECIPITATION

Source: U.S. Department of Agriculture, Soil Conservation Service.
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Table 3. Soil characteristics.

Map
Area *	 Description	 Soil Series 
Stream Bottomlands:
A l	Well-drained, medium-textured, deep soils

Moderately dark, silt loam	 Hermiston
Dark, silt loam	 Onyx
Dark, silt loam	 Snow
Moderately dark, gravelly, loam over gravel 	 Yakima

A2	Somewhat poorly drained, medium-textured, deep soils
Silty-clay loam	 Pedigo
Alkali, silt loam, moderately deep over hard

pan	 Stanfield

Loess -Mantled Pendleton Plains (semi-arid to sub-humid grassland):
Thick Loess Region:
C 2	Moderately dark soils under 18" precipitation

Deep, silt loam

C 3	Dark soils under 18" to 22" precipitation
Deep, fine silt loam	 Athena
Deep, fine silt loam	 Palouse

Thinner Loess Regionv
Gravel outwash plain

Moderately deep over hardpan, silt loam	 Pilot Rock
Somewhat poorly drained, clay loam (alkali) 	 McKay

Blue Mountain Footslopes (grasslands, 15" to 25" precipitation):
D I	Thinner loess region (dark colored soils)

Moderately deep, silty clay loam 	 Waha
Rough, broken, and stony ground (non-arable)	 NA

D2	Thicker loess region (dark colored soils)
Deep, fine silt loam	 Palouse
Moderately deep, silty clay, and silt loam 	 Waha
Rough, broken, and stony ground (non-arable)	 NA

Blue Mountains Uplands (sub-humid forest land)-:
E l	Crop land

Deep, silt loam over silty clay loam	 Couse
Somewhat poorly drained, silt loam over silty

clay loam	 Thatuna
E2	Non-cropland, steep slopes

Rough, broken, and stony ground 	 NA

*
See Map 6 for locations of soil categories.

Source: Oregon State Water Resources Board, pp. 6-8.

Walla Walla
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phase), Athena, and Palouse soils form bands of increasing darkness

paralleling the Blue Mountains. These are the best agricultural soils

on the Reservation. The Pilot Rock and McKay series on the thinner loess

of the south Reservation are formed on top of a cemented gravel outwash

fan sloping gently from the Blue Mountains. Both these soils are

limited by shallow depth, and the McKay soils are also limited by poor

drainage.

Blue Mountain Footslopes 

The footslopes are a higher portion of the plateau consisting of

increasingly steep canyons. Soils are the very dark, fine textured Waha

and Palouse soils formed from loess under high precipitation and a number

of non-arable soils. These soils are typically deeper when they occur

on the north Reservation than when they occur on the south Reservation.

Farming occurs on the Waha and Palouse soils where depth and slope are

not too limiting. Non-arable soils are very steep, very shallow, and/or

very stony.

Blue Mountain Uplands 

Most of the soils of the Blue Mountain Uplands are non-arable. Many

of them are forested. The arable soils are the Thatuna and Couse series,

although most of the Couse soils are under forest or range. Both soils

are deep and fine textured, and are formed from loess under high rainfall.

Drainage is moderately restricted in both soils. The growing season is

short enough to begin to be restrictive.

Wheat Yields 

Wheat is used to indicate the pattern of variation in yields of most

dry crops on the Reservation. In general, average wheat yields per acre

increase from west to east and from south to north (Map 7). The west to

east increase is related to the increasing precipitation in that direction.

The south to north increase is related to the increasing depth of the

wind-laid loess and increasing precipitation.
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MAP 7 . EXPECTED WHEAT YIELDS

Source: Roberts.
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The alluvial soils of the creek and river valleys deviate in yields

from the above pattern. The wet soils with drainage and alkali problems

have poorer yields, whereas, some of the deep, well-drained alluvial soils

have better yields than those of adjacent areas. Both the Umatilla and

McKay Valleys have extensive areas of gravelly soils not capable of pro-

ducing wheat [USDA/SCS (b)].

Suitability for Irrigation 

From the standpoint of soil physics (ignoring the economic aspects

for the moment....these are treated later), large areas of the Reservation's

cropland are suitable for irrigation. Most of the Pendleton Plains area

and the creek and river valleys are irrigable, though the suitability of

soils for irrigation varies considerably. Shallow soil depths, slopes,

flood hazards, and drainage problems may cause a soil to receive a good

or fair rating instead of excellent. Most cropland soils on the Blue

Mountain Slope and the Umatilla Valley Slope receive a non-irrigable rating

because of steep slopes or shallow soil depths (Map 8) [Oregon State Water

Resources Board, pp. 36-39].

Water Availability 

Both McKay Creek and the Umatilla River flow throughout the summer, and

water is potentially available from both these sources. The Reservation also

lies over the Columbia River basalt aquifer which could potentially be

tapped with deep wells as another source of irrigation water [Gonthier].

Engineering questions and estimates of system establishment costs are

treated later. Aspects such as Indian claims of prior appropriation and

Treaty rights to water are beyond the scope of this study.

Land Use 

Agricultural Land Use 

Current agricultural land uses are shown in Map 9. The dominant

crop rotation in the south Reservation is wheat/fallow; in the north

Reservation it is wheat/pea. The shallower soils of the south Reservation
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I* 8 .SUITABILITY OF SOILS FOR IRRIGATION

Source: Roberts.
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9. AGRICULTURAL LAM USE
Source: Roberts.

R 34 E	 R 35 E

.41.../4.MIPIIIIAMIP....∎411/41121/411 ∎■112111211/41516
111/41.41151111211P....—
.01111INIAIAMPIM.
APIIIIIIIIIIIIIIIIPAPAER211/41111011M1/41,2221/41AfIAIPillrArAlrIAIIIP"APArA	 MI

carAKIIMPIIIIIIMICIAIIK	 MP.
1/4111MPAPIIVAIIIranial	 Pi%

,021112114/1A111•111•1■01Keii'21161121/41/411■1111■4,7■
iIIIM

IPTIMI■P! andalIIII
AGOITAIIWAIIP:■=ir=os

is rwmu
■ 
rriramt.  ......	 rir

•	 IliIMMOOMMITIEWIWtTZZ NIImMIMUMMOUMMMOy4111/7:aant7174■7etilt:10111P."■ - ''
••■•=1111.fralMar Or'....-::::.■

---111‘NIZI-......TOMMTIIIIMPrisam.T.	 ■ ■	 -
sammeruommomu■-
-emu	 a-emu	 ■worm=

III	 Agoormimmommit.MIIIIII■111.111•1111M11001111•••
,dimpumm■mmommkdiallIWWIIMM.....11111■1.11111.1111111M

ik1 u Plas w ■•••••

I 80 N P7-:.

AGRICULTURAL LAND USE

El Wheat / Fallow

ED Mixed Range and Wheat/Fallow

Range

Mixed Range and Wheat/ Pea

E3 Wheat / Pea

C] Marginal Wheat/ Pea

0 excluded from study area

immismtelM=MA11.111•■
MOIRIMM.■

miles
2

—22—



cannot store enough rainfall to allow annual cropping. On the Blue Mountain

Slope, these cropping patterns become mixed with pasture and range on the

steeper slopes and shallower soils. To the west of the wheat/pea area

are_two areas marginally suited for annual cropping. Peas are frequently

grown in the marginal area of the north Reservation, but rarely in the

south Reservation. Precipitation is most likely to be the limiting factor

in cropping decisions on the north Reservation with soil depth or other

factors playing a limiting role on the south Reservation. The valleys

and surrounding bluffs of the Umatilla River and McKay Creek are predom-

inantly range, with steep slopes or droughty, gravelly soils. There are

areas near Mission, however, where wheat/fallow is a major land use on

excellent river valley soils.

Urban Land Use 

The Reservation has been increasingly subjected to urbanizing pressures

by the growth of the City of Pendleton, which lies immediately to the west

of the Reservation boundary. The Umatilla River Valley is the primary center
of this urban development. The valley west of Mission has so much develop-

ment and subdivision that land prices may effectively exclude purchase for

other than urban uses. Other sites of development and subdivision are

found throughout the Umatilla Valley at Cayuse, Thorn Hollow, and Gibbon.

A secondary area subject to urbanizing pressure is found in the central

part of T2N R33E. Access into this area from Pendleton is excellent because

of the presence here of an off-ramp to the Interstate Highway I-80N. A

number of parcels of agricultural land have been subdivided and developed

for residential or commercial use. Demand for further subdivision exists

and may increase land prices on small parcels to values similar to those

in the Mission area.
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III. CROP AND MARKETING ALTERNATIVES

Crop Alternatives 

On the southern Reservation, a wheat/fallow system is predominant.

The fallow period allows sufficient moisture to be stored in the soil for

successful plant growth during the following production year. The greater

rainfall and soil depth of the northern Reservation permit annual cropping,

usually under a wheat/pea rotation. Barley has similar requirements and

may substitute for wheat in the cropping rotation.

Green peas are often grown on the northern Reservation where the soil

is deep and annual rainfall exceeds 18 inches. Pea roots reach a depth of

only about two feet, while wheat roots penetrate the soil to a depth of

six feet or more. Thus, it is possible to store soil moisture and still

grow peas in what otherwise would be the fallow year of a wheat/fallow

system.

There is one noticeable climatic hazard: at times, dry easterly

winds cross the Reservation land. These winds may very quickly dry a pea

crop to such an extent that it can no longer be harvested as green peas.

The result is that the crop must be harvested and sold as dry peas., which

bring a much lower price.

There is limited potential for the production of alfalfa hay on reser-

vation lands, with the short growing season presenting a major drawback.

Competing areas may get four cuttings of hay in a season, while reservation

conditions generally allow for only three. The first cutting may be later

than in other areas, and the last may be low yielding.

Because of low expected yields, dryland alfalfa is not considered an

economically viable alternative, except perhaps on the small areas of

sub-irrigated river bottoms. Thus, any commercial alfalfa production on

reservation land would generally require irrigation. Because of the slow

water infiltration capability of the silt loam soils, center-pivot irri-

gation is not generally considered feasible. Side-roll sprinkler irri-

gation is felt to be the most suitable choice for most reservation lands.
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Based on climate and soil factors, sugar beets may be grown under

irrigation in some areas of the Reservation with reasonable biological

success. However, investment in irrigation systems would be substantial..

In addition, when one considers that the cost of transportation to a

processing facility would also likely be prohibitive, sugar beet pro-

duction is not likely to be economically feasible, despite the favorable

biological factors.

Onions are another potential high income crop that can be grown on

some areas of the Reservation if irrigation is available. Successful

onion production requires special production skills that may only be

learned through experience. Special machinery requirements and hand

labor needed for weeding and harvest push onion production costs to more

than $1,000 per acre. Marketing difficulties, discussed below, darken

the profit picture for onions in the Reservation area.

Carrots, like onions, are a "specialty crop" requiring considerable

management experience, special equipment, irrigation, and special marketing

arrangements. Expected carrot yields are somewhat greater than those of

onions (20 to 50 tons per acre), and the labor requirement moderately less

due to specialized harvesting equipment. Carrot production is biologically

possible on some areas of the Reservation.

Based upon the physical factors, such as topography, soil, and climate

of the Reservation and surrounding area, as well as personal communication

with local farmers, processors, and county extension agents, the following

list (Table 4) of biologically feasible crops for the Umatilla Reservation

was compiled.

Table 4. Biologically Feasible Crops on
the Umatilla Indian Reservation

Dryland

Wheat
Green Peas
Barley
Alfalfa
Pasture 

Irrigated 

Wheat
Green Peas
Barley
Alfalfa
Pasture
Sugar Beets
Onions
Carrots 
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Marketing Alternatives 

Available marketing channels for the crop alternatives listed in

Table 4 were studied primarily through personal interviews with farmers,

processors, and county extension agents. Marketing channels for small

grains, such as wheat and barley, are well established in the Reservation

area. Other potential crops (Table 4) present some marketing difficulties.

Costs of transportation are a major restrictive factor for some crops,

while difficulties in securing marketing contracts will limit the feasi-

bility of growing others. Marketing alternatives for wheat, peas, alfalfa,

sugar beets, onions, and carrots are discussed below.

Wheat 

White winter wheat is the predominant crop on Reservation land and

surrounding areas. Marketing facilities are available locally at

Pendleton Grain Growers, Western Farmers, Cargil, Ingleheart, and other

companies.

Pendleton Grain Growers is the dominant local grain marketing firm.

It offers a wide variety of services to growers. On a special negotiated

basis, PGG trucks will load grain off the combine for $0.03/bu. field charge

and $0.07/ton-mile transportation fee. Storage fees are $0.40/ton/30 days.

Of course all these charges are subject to change. A grower may sell the

wheat he has in storage simply by notifying PGG. If a farmer sells his

grain in this way, he will receive the West Coast quoted price less a

$0.24/bu. handling and transportation fee. PGG provides a marketing

information service which many farmers find helpful. Similar marketing

services are available from the other local firms. Similar arrangements

apply for barley, except that much barley moves in feed channels where a

somewhat different price/transport structure prevails.

Green Peas 

In the Reservation area, green peas are usually grown under contract

for freezing or canning with one of these four processing companies:
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Jones-Normell Foods, Inc.
Weston, Oregon

Western Farmers Association
Milton-Freewater, Oregon

Birds-Eye, Food Products Division
Walla Walla, Washington

Rogers Walla Walla, Inc.
Milton-Freewater Oregon and
Walla Walla, Washington

Terms of the typical pea contract restrict the grower's freedom to

make his own operating decisions. But, from the processors' viewpoint,

they "protect" the grower from making adverse decisions relative to

product quality and maturation date. The contract will generally specify

the field locations, acreages, and varieties of peas to be grown. Planting

and harvesting dates are also determined by the processor. Growers may

feel disadvantaged by their lack of direct and complete control. Contract

disputes between processors and growers have been a recurring phenomena.

Considerable price fluctuations in recent years add to the uncertainty

of profits in green pea production. Before 1973, green pea prices were

fairly stable at around $100 per ton. In 1974 and 1975, prices were more

than $200 per ton, but in 1976, contract prices dropped drastically, as

processors reported large carryovers of canned goods, including peas, from

previous years.

In determining the overall potential of a wheat/pea system, the

difficulty of obtaining a pea contract, altered nature of management control

associated with the contract, and unstable contract prices from year to

year are factors that need to be considered.

Alfalfa 

There is a very limited dairy and feedlot market for alfalfa hay in

the Reservation area. Dairies in Western Oregon provide a market for much

Eastern Oregon alfalfa. An export market for alfalfa meal and pellets is

also developing. Pendleton Grain Growers operates pelleting plants in

Hermiston and Milton-Freewater, Oregon, both about 25 miles from the
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Reservation. The Oregon Hay Growers Association (OHGA) in Hermiston

offers an informational service which provides price and sale data. They

also help buyers locate hay which is being offered for sale.

Sugar Beets 

Presently, the sugar beet processors nearest the Reservation are

U & I Sugar Company (with plants in Toppenish and Moses Lake, Washington)

and the Amalgamated Sugar Company (with plants in Nyssa, Oregon, and

Nampa, Idaho). These plants are in areas where enough beet acreage

exists to supply all the sugar beets needed. Competition from growers

located near the processing plants, combined with the expense of trans-

portation, severely limit the economic potential of the Reservation

for sugar beet production.

There is a possibility that a sugar beet processing facility may be

established in the Stanfield-Hermiston area in the future. If one were

established, the chances of obtaining a contract to grow sugar beets on

the Reservation may be improved over the present situation.

Dry Onions 

Packer/brokers play an essential role in the marketing of onions.

They typically provide the necessary storage, grading, and packing facilities.

A facility capable of handling 8,000 tons of onions (i.e., the production

from about 400 acres) represents an investment of approximately $1,000,000.

Thus, few growers can afford their own storage and sizing facilities.

At the present time, the nearest onion packer/brokers to the. Reservation

are in Walla Walla. These say that the growers they presently contract

with could easily increase their production if additional storage facilities

were made available. New contracts to grow onions for these businesses,

therefore, would not be likely.

The Lamb-Weston Company in Weston (about ten miles from the Reser-

vation) processes U.S. Standard No. 1 "Jumbo" onions for making onion

rings. Lamb-Weston can substantially depend on packer/brokers (mostly

located in southwest Idaho) to send it the grade of onions needed,
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when it needs them, and therefore, maintains only a limited storage

capacity at the plant.

Onion production on the Reservation could become feasible if facilities

for sizing and storage were established in the immediate area. Lamb-

Weston, the one local buyer, has an established assured supply of onions.

Thus, for the time being, onions do not appear to be a feasible cropping

alternative for the Reservation.

Carrots 

Marketing difficulties for carrots in the Reservation area are similar

to those described for onions. A contract with a processor or access to

a large fresh market is necessary. As with onions, lack of marketing

facilities within an acceptable distance from the Reservation make carrots

an unlikely cropping alternative.

Crops Selected for Further Investigation 

Based on the preceding discussion of potential crop and marketing

alternatives, the following cropping patterns seem to offer the best

opportunities for Reservation agriculture:

1. Wheat/fallow production
2. Wheat/pea production
3. Irrigated wheat production
4. Irrigated alfalfa production

Severe marketing difficulties lead the authors to eliminate sugar

beets, onions, and carrots from further consideration in this report.

However, if in the future, marketing channels for these crops develop in

the Reservation area, they could become viable crop alternatives. Barley,

because of its substantial similarity to wheat, is not separately analyzed.
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IV. FINANCIAL, ECONOMIC, AND MANAGERIAL ANALYSIS

The Unique Financial Environment of a Tribal Enterprise*

Long-Term Finance 

Collateral requirements for long-term loans are of special concern

to the Farm Enterprise Committee. On the Umatilla Reservation, as for

most Indian reservations, federal regulations do not permit trust lands

(where legal title is held by the United States) to be mortgaged. The

original intent of these regulations was to stem the loss of reservation

lands to non-Indians which began in the late 1800s following passage of

the Slater Act. By not permitting Indians to mortgage their land,'they

were protected from losing it through foreclosure. This produced the

undesirable side effect of making Indian land unuseable as loan security.

The Confederated Tribes of the Umatilla Indian Reservation have

recently requested that the U.S. Congress enact legislation (Section 8

of the proposed Land Consolidation and Development Bill [H.R. 14523])

that would permit mortgages on land being purchased by the Tribe. Passage

would likely improve the ability of the Farm Enterprise Committee to

obtain long-term financing.

Short and Intermediate Term Finance 

A legal question exists as to whether a tribal enterprise may be

sued by a private lending agency if the enterprise were to default on

loan payments. This question arises from the quasi-sovereign status of

the Umatilla Indian Reservation. Originally, the Confederated Tribes

were considered a completely separate nation, autonomous from federal,

state, or local authority. The Treaty of 1855, and subsequent federal

legislation, has eroded the powers of self-government and left the Tribes

with only limited sovereignty.

For a more complete discussion of Tribal finance, see [McNamee].
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The Reservation's quasi-sovereign status leads to some doubt as

to the ability of lending agencies to bring suit against the Farm Enter-

prise, in the event of default on short and intermediate-term loans.

This difficulty may be eliminated, however, by the inclusion of a clause

in the loan agreement, stating that the Confederated Tribes give per-

mission to sue in case of default [Hall, 1976].

Indian Finance Act 

On April 12, 1974, the Indian Finance Act was signed into law.

The purpose of this legislation was to

provide capital on a reimbursable basis to
help develop and utilize Indian resources,
both physical and human, to a point where
the Indians will fully exercise responsi-
bility for the utilization and management
of their own resources . . . (Section 2-1451).

The Act established four separate programs, which are administered

by the Bureau of Indian Affairs. Following are short descriptions of

the programs authorized by the Act, and a brief review of their

performance.

Title I -- Indian Revolving Loan Fund 

The Act authorized the appropriation of $50 million to the Indian

Revolving Loan Fund. This fund is used to make loans to Indian tribes

or individuals for economic development projects and business ventures,

as well as for educational purposes. Loans are approved when there is

a reasonable prospect of repayment and only after all avenues of finance

from other lenders have been exhausted.
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The rate of interest under the loan fund is set monthly by the

Secretary of the Treasury, based on the cost of federal borrowing. It

has been varying between 8 and 9 percent, which seems high when compared

to-the 5.5 rate for fund loans prior to 1974. Nevertheless, the current

cost appears reasonable when compared to other sources of short and

intermediate term finance.

Title II -- Loan Guaranty and Insurance 

The prime objective of this program is to improve Tribal access to

private credit. The Secretary of the Interior is authorized by the Indian

Finance Act to insure or guarantee loans made by private lenders to Indian

tribes or individuals for up to 90 percent of the unpaid principal and

interest due. Basic eligibility requires that the loan must be for the

economic development of a reservation and the applicant must not be able

to otherwise obtain the loan.

Personal communication with BIA finance officials indicated that

the large amount of paperwork involved in arranging a guaranteed loan is

the main shortcoming of the program. All loans must be approved by the

Washington, D.C. office of the BIA. The amount of time required to obtain

approval is often six months or more [Cornelius, 1976]. This trans-

action cost can be unacceptably high. In addition, guaranteed loans must

be reapproved each year.

It is possible to insure up to 90 percent of the loss of any given

loan, but only to a maximum of 15 percent of the aggregate of the loans

made by a lender under the Act. Because of this limitation, the insurance

program has not been well accepted by private lenders [Moses].

One means of eliminating some of the transaction cost associated

with the Indian Finance Act has been through blanket guarantee agreements,

successfully negotiated with private banks in Washington and Idaho. Under

a blanket guarantee agreement with a private bank, "multiple aggregated"

loans up to a specified single sum of money will be guaranteed under the

Act. In this way, each individual loan does not require BIA approval.
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To date, the overall Loan Guaranty and Insurance Program has met

with only limited success. Private lenders have been hesitant to parti-

cipate in the program [Cornelius, 1976]. However, the Indian Finance

Act is less than two years old, and perhaps with time many of the

problems may be solved.

Title III -- Interest Subsidies 

The Act authorizes a subsidy on insured or guaranteed loans to pre-

vent the borrower from paying more interest than the rate set by the

Secretary of the Treasury for loans from the Revolving Loan Fund. This

program suffers from the same shortcomings as the Loan Guaranty and

Insurance Program, in terms of large amounts of paperwork and time delays.

This lessens the attractiveness of the interest subsidy.

Title IV -- Indian Business Grants 

The Indian Business Development Program authorizes non-reimbursable

grants of up to $50,000 to be made to Indian tribes or individuals who

wish to start or expand business ventures on or near reservations. The

grantee must obtain at least 60 percent of total financing from another

source.

Perhaps the main weakness of the Indian Business Grant Program is

the criteria by which grants are awarded. For all Indian enterprises,

the criteria rewards enterprises with high labor-capital ratios [AIPRC,

1976, p. 192]. However, many types of businesses in today's technolo-

gical society, including agriculture, are capital intensive. Promoting

a high labor-capital ratio could conflict with profitability and financial

viability.

Potential Sources of Finance 

The Farm Enterprise Committee will most likely have to rely upon

outside resources for much of the capital required for their agricultural

development. These outside resources can be either public or private.

The Farmers' Home Administration (FmHA) and the Economic Development
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Administration (EDA) are examples of public resources; private banks,

producer cooperatives, or companies which buy or sell farm inputs are

considered private capital resources.

The uses of credit needed by the Farm Enterprise Committee can be

classified as follows:

I. Production Loans (short term)

A. Seed, feed, fertilizer

B. Finance commodity storage

C. Other operating expenses

II. Intermediate Term Loans

A. Farm machinery

B. Irrigation equipment

III. Real Estate Loans (long term)

A. Purchase additional land

B. Finance buildings, drainage projects, large irrigation outlays,
and other improvements.

The terms of credit, as well as the type of lending institution

will vary for each of these uses. A summary of the sources of finance

available to the Farm Enterprise Committee, together with terms to be

expected, is presented in Table 5.

The Committee's ability to obtain short and intermediate term financing

from private lending agencies will depend largely on BIA approval of Indian

Finance Act guarantees. Quasi-private institutions such as Production

Credit Associations and the Federal Land Bank may also prove to be sources

of finance. However, there is no known case of tribal enterprises dealing

with these institutions. BIA approval of Indian Finance Act guarantees

would probably be required before either agency would consider extending

credit to the Farm Enterprise [Cornelius, 1976].

The BIA's Revolving Loan Fund offers short, intermediate, and long-

term loans. In the past, the Farm Enterprise Committee has financed land

purchases from this source, but new, higher interest rates set by the
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Secretary of the Treasury cause the Fund's credit to be less attractive

than in past years.

Perhaps the best potential source of finance, particularly for land

purchase loans, is the Farmer's Home Administration. Special tribal land

loans are available at an interest rate of 5 percent. It is not possible

to mortgage trust lands on the Reservation, but with these special FmHA

land loans, assignment of income from purchased lands will suffice for

security requirements. Profitability of the farm enterprise is the main

qualifying criteria for the loan. As long as the Farm Enterprise Committee

can maintain its financial viability, there appears to be a favorable

opportunity to obtain FmHA financing. However, taking full advantage of

this program may require federal legislation which allows purchased land

to be mortgaged.

The main problem associated with the FmHA land loans is the amount

of paperwork involved and the resulting time delays. For the initial

loan, six months or more is often required before approval. However,

succeeding loan applications typically flow through the bureaucratic

channels with less difficulty and greater speed.

Loans for the purchase of machinery, buildings, and irrigation equip-

ment are also available with FmHA. These types of loans would require

BIA approval of Indian Finance Act guarantees. The FmHA as yet has not

entered into this type of loan arrangement with any tribal enterprise in

the State of Oregon [Baxter, 1976].

The Economic Development Administration (EDA) has recently made a

number of non-reimbursable grants and combination grant-loans to tribal

agricultural enterprises in both Idaho and Montana. The potential for

the Farm Enterprise Committee to receive funding from the EDA appears to

be favorable [Moses, 1975]. However, EDA grant money should not be con-

sidered as a long-term source of capital, since the amount of EDA funding

available fluctuates from year to year, depending upon Congressional

appropriations.
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Costs of Farm Development 

Estimates of annual crop production expenses, machinery purchases,

and costs of establishing irrigation systems, presented below, are based

on interviews with local processors, farmers, machinery dealers, and

county extension agents.

Production Cost Estimates 

The estimated costs and returns for the crop enterprises selected

for economic investigation in this report are given in Table 6. Yields

will vary over time and location on the Reservation. Prices also are

subject to variation through time. The estimates presented in Table 6

are felt to be the most representative for the year 1976, and for the

Reservation area as a whole. Variations in prices and yields and the

resultant effect upon net returns are shown in Table 7.

Ownership, management, and overhead expenses vary with the

size of the farm operation. Thus, the net return figures in Tables 6 and

7 provide only a limited comparison between crops, based upon what is

considered to be a representative set of circumstances. In the case of

Table 6, cost estimates were based on a 600 to 700-acre farm operation.

Machinery Requirements and Costs 

Table 8 lists the general machinery needs for each of the three crops

considered in the economic investigation. Also shown is the approximate

purchase price and estimated useful life assumed for each piece of equip-

ment.

Irrigation System Establishment Costs 

Legal rights to Reservation surface waters are in an unsettled status.

Even if the Tribe gains surface water rights, there is a question as to

whether it would be willing to use the water for agricultural irrigation

purposes if this meant a decline in fishery potential. The Columbia River

Basalt Aquifer offers a potential source of groundwater, but would involve

the drilling of deep wells that are very costly. Table 9 shows examples
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of irrigation system specifications and estimated costs for southern and

northern Reservation conditions for two crops, wheat and alfalfa. Because

wheat requires less water per acre than alfalfa, per acre establishment

costs are lower. Superior water retention capabilities of northern Reser-

vation soils influence the number of acres that can be irrigated from a

well producing a given volume of water.

Estimating the Agricultural Use Value of Land 

Urban use may cause the price of some Reservation land to exceed its

agricultural use value. One way to calculate the agricultural use value

of land on the Reservation is to consider its wheat yield potential, value

this at some expected price for wheat, and capitalize the expected net

return to land based on a standard Reservation crop share lease. This

procedure would be appropriate for lands where wheat is the most valuable

crop, as is the case now in most areas of the Reservation.

Take the following example. A parcel of land yields 50 bushels every

other year in a wheat/fallow rotation, and the long-run expected wheat

price is $3 per bushel. The common Reservation lease agreement is a

70-30 crop share. Thus, the landowner can expect a 30 percent crop share

as rental income, less any taxes which he might pay. This means an annual

return of (50 bu. x $3.00/bu.) x (0.5) x (0.3) = $22.50, less property

taxes and any other fixed annual costs to the landowner.

Assuming that the landowner has no such fixed annual costs and that

$22.50 is the expected net return to the land, it may be capitalized as

follows:

Annual Net Income 	 $22.50 Land Value = 
Capitalization Rate

 - 
.08 

= $281.25.

In other words, assuming the Tribe wishes an 8 percent rate of return on

investment, it could afford to pay $281.25 per acre for 50 bushel wheat

land, if the price of wheat is $3 per bushel. Table 10 provides values

for wheat/fallow land under different price and yield assumptions. The

capitalization rate used is 8 percent, as an example to reflect current

economic conditions.
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The values given in Table 10 do not reflect what the Farm Enterprise

"should" pay for land. They merely give a rough estimation of what the

Farm Enterprise can afford to pay for land which it intends to use for

wheat production. However, in some cases, the market prices of Reser-

vation land parcels may exceed their agricultural use values.

Table 10. Agricultural-Use Land Values for Wheat/
Fallow Land Under Alternate Price and
Yield Assumptions

Assumed	 Assumed	 Estimated
yield	 wheat price	 land value
(bu./A.)	 ($/bu.)	 ($/A.) 

30	 2.50	 140
40	 2.50	 188
50	 2.50	 234
60	 2.50	 281

30	 3.00	 168
40	 3.00	 225
50	 3.00	 281
60	 3.00	 338

30	 3.50	 197
40	 3.50	 263
50	 3.50	 328
60	 3.50	 394

NOTE: The above calculations were made assuming a
30 percent crop share lease value for the
land, a capitalization rate of 8 percent, and
no fixed annual costs or land taxes.

Economic Potential for Tribal Agricultural Development 

In the preceding parts of this report a description of the land

resources of the Umatilla Indian Reservation was given, crop and marketing

alternatives were discussed, availability of finance was investigated, and

estimates of production, machinery, and irrigation costs were also pre-

sented. In addition, a method for relating the value of agricultural

production from a parcel of land to the value of the land itself was

given. These factors will now be combined into an overall evaluation of
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the potential for agricultural development on the Umatilla Indian Reser-

vation.

Proven capabilities of Reservation lands and an assessment of market

potential justify the economic consideration of the following types of

production:

1. Wheat/fallow production
2. Wheat/pea production
3. Irrigated wheat production
4. Irrigated alfalfa production

A computerized budgeting program was used to help analyze various

tribal agricultural development strategies. In this analysis, changes

in crop selection and productivity, price, land values, and other factors

were taken into account. By simulating many different situations, it

was possible to gain insight into which crop alternatives offer the best

expected potential for economic success.

All information specified for use in this economic analysis was

carefully researched and organized in such a manner as to closely approxi-

mate the conditions found in the Reservation area. The following discussion

of each cropping pattern summarizes the situations under which the alter-

natives appear to be economically viable.

Wheat/Fallow Production 

Wheat production under dryland conditions with a fallow rotation is

a cropping system which is technically suited to most areas on the Reser-

vation. Most cropland on the Reservation is currently selling for more

than $300 per acre, the higher prices resulting from urbanizing pressures

and the high wheat prices that prevailed during 1973-1975. At $300 per

acre, the Tribal Farm Enterprise could not afford to purchase the lower

yielding (20-30 bushels per acre) wheat lands on the south Reservation,

for purposes of dryland wheat production (see Table 10).

Even many higher yielding lands in areas subject to urbanizing pressures

are not feasible to purchase for wheat/fallow production because, at $600

to $800 or more per acre, which is the market price of many of these lands,

dryland wheat production would not be economically viable.
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Wheat/fallow production on the productive north Reservation tends to

be viable in more instances because land prices there do not yet reflect

a high degree of urbanizing influence. However, analysis of simulation

results indicates that the Farm Enterprise Committee would experience

difficulty in meeting real estate debt obligations if it were to attempt

a rapid expansion of its wheat/fallow operation through purchases of

north Reservation land.

As mentioned earlier, the Farm Enterprise Committee custom

hires all cultural operations from a local non-Indian farmer. Economic

analysis indicates that substantial expansion of Tribal agricultural

development via custom farming would not be a sound business venture.

Simulation results indicate that efficiencies in equipment use make direct

ownership and operation much more attractive than custom hiring when the

size of the Tribal farming operation is increased. However, operating

its own machinery complement will increase the time and management require-

ments for the Farm Enterprise Committee, as well as increasing the risks

they would bear.

Allotted land may be leased on a 70-30 crop share basis. Many

allottees presently lease to non-Indian farmers. Economic analysis indi-

cates that for the Farm Enterprise to lease allotted land is a viable

method to generate income, while incurring a minimum of debt. This, in

fact, is exactly what most of their non-Indian neighbors have been doing

successfully for years.

Wheat/Pea Production 

The wheat/pea rotation is not agronomically suited for all areas of

the Reservation, but it is suited to much of the agricultural land of

the north Reservation. Analysis of simulation results showed that the

rate of profit for a wheat/pea rotation was invariably higher than that

for wheat/fallow.

It is important to point out that profit from a wheat/pea rotation

depends on a combination of income from both wheat and pea yields. The
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moderate net return for peas (Tables 6 and 7) becomes very significant

when one considers the alternative of a wheat/fallow operation, in which

there are no cash returns during the fallow year.

A contract with a processor is required in order to be assured of

a market for green peas. Processors prefer to work with experienced

producers. Thus, difficulty in obtaining a pea contract may be a prime

constraint to Tribal participation in wheat/pea production.

The Tribe owns very little of the north Reservation wheat/pea land.

The Farm Enterprise would have difficulty in financing any extensive

purchase of north Reservation land because of the generally higher land
prices in that area.

Irrigated Wheat Production 

Recent studies by the U.S. Geological Survey indicate that there is

sufficient ground water in many parts of the Reservation to support surface

irrigation from wells [Gonthier, 1976]. These wells would have to be quite

deep in most cases, and would be quite expensive (Table 9). Complete

irrigation systems would cost as much as $900 per acre for some crops.

Nevertheless, irrigated wheat appears to be a viable alternative on some

north Reservation lands.

Two factors -- yields and the area that can be irrigated from a single

well -- determine the economic viability of irrigated wheat. Yields under

irrigation of greater than 100 bushels per acre are necessary. While such

yields have been obtained on experimental plots in the area, they have

not yet become a widespread commercial reality. The second factor, the

area which can be irrigated from a single well, is most favorable on the

north Reservation where a single well and pump may be capable, in some

areas, of irrigating 200 acres or more. This is due to the depth and

moisture absorbing capacity of north Reservation soils. South Reservation

soil and moisture conditions dictate one well per 120 acres. This smaller

acreage, combined with lower yields, makes irrigated wheat financially

infeasible on the south Reservation.
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To summarize, northern Reservation conditions, where yields of 100

bushels are possible and where one well is capable of irrigating 200 acres,

are necessary before irrigated wheat may be considered economically

feasible. However, even under these conditions, simulation results indi-

cate cash flow difficulties in meeting intermediate debt obligations

necessary to finance the high costs of establishing irrigation systems.

Irrigated Alfalfa Production 

Economic analysis showed irrigated alfalfa to be a non-viable crop

alternative under most Reservation circumstances. Alfalfa production

does not generate sufficient cash flow to meet the debt obligations

necessary to cover the costs of establishing irrigation systems. Even

if system costs are reduced to simulate pumping from a stream or irri-

gation ditch adjacent to the field of production, alfalfa becomes only

marginally viable.

Enviornmental Impacts of Tribal Agricultural Development 

One of the main reasons for the existence of the Farm Enterprise

Committee is to assure the application of good land conservation practices.

The most intensive type of development envisioned would be a shift from

wheat/fallow to irrigated wheat on about 1,000 acres. While irrigation

of some crops can be expected to increase chemical run-off, only linear

sprinkler irrigation would be used, and this system would provide minimal

run-off effects. Soil erosion would be kept to a minimum.

Drainage and soil alkalinity problems could occur in some instances.

With careful selection of parcels, and close attention to management,

irrigation should have minimal adverse effects.

Because of limited stream water availability, especially during the

summer, only irrigation from ground water would be practical in most

cases. Ground water would be available in ample supply for the scale

of irrigation considered feasible in this report. However, because of

uncertainties in some estimating procedures, the U.S. Geological Survey

recommends that only a few wells be installed during initial development

years and that their impact on ground water levels be carefully monitored.
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Wheat and green peas are the crops with the best economic potential.

Both crops are grown on the Reservation. Their continued production

should not create any new environmental impacts.

It is expected that labor requirements would be met by Tribal members

living on the Reservation. Thus, population growth from agricultural

development should be negligible.

Only agricultural uses for Reservation lands are recommended in this

report. None of these uses would have any significant adverse effects on

the preservation of historic sites on the Reservation [CH2M-Hill, pp. 49-

59].

Intensification of agricultural use would result in using more fuel

for farm equipment in some cases, and in the use of electricity for pumping

irrigation water. If the most intensive development plan analyzed here

(irrigated wheat) were followed, it is estimated that fuel use for farm

machinery would increase by 0.6 percent for the Reservation as a whole.

Electricity use for pumping water would be on the order of one million

kwh per year.

Management Requirements for Different Crop Alternatives 

From a managerial point of view, each of the crop alternatives examined

in this report would have characteristic advantages and disadvantages.

Table 11 provides an indication of the effort required for different

managerial functions under each of the alternatives. If custom-hiring

of wheat production continues, managerial effort required for most

functions will remain limited. Equipment maintenance and repair are not

required, thus eliminating a common managerial headache. Changing to

direct Tribal farming operations would require greater managerial effort

in virtually every area of management.

Wheat-pea production would require greater effort in seedbed prepar-

ation and cultivation than dryland wheat. Effort required for obtaining

finance might be reduced somewhat, since pea processors frequently pro-

vide operating inputs to producers. Advanced negotiating and contracting
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with processors would require considerable effort. There is much compe-

tition for contracts at times, which may make it difficult for a new

producer to gain entry to the pea business.

Irrigation farming introduces a whole new set of required managerial

skills. Timing of irrigation for wheat is very crucial in obtaining high

yields. Advanced scheduling of production activities becomes crucial,

since the land is cropped each year, in that there is a tendency for every

plot to require the same operation and the same equipment at the same time.

Irrigated row crops, such as onions, often require large amounts of

hired labor, and thus personnel management becomes a crucial factor. Cul-

tivation and weed and pest control are also quite demanding for onions

and similar crops. Like peas, onions would require considerable effort

in advanced contracting and marketing. Onions and carrots were eliminated

from the economic analysis because of severe marketing difficulties. How-

ever, row crops may offer future potentials if marketing channels develop.

Evaluating Management Alternatives 

Functions to be Performed 

Two types of functions -- long-term strategic decision-making and

day-to-day operations -- must be carried out or directed by the farm

management organization.

Long-Term Decision-Making. Planning future production activities,

land acquisitions, land improvements, equipment requirements, and financing

needs are functions of long-term strategic decision-making. Such decisions

must be formulated as much as five to ten years in advance and revised on

an annual basis to conform to changing conditions and objectives. A

number of shorter-range decisions must be made on an annual basis, too.

These include (a) determining crops and varieties to be planted, (b) deter-

mining amounts of fertilizer to be applied, (c) the advanced scheduling

and coordination of production activities to insure that ample equipment

and labor will be available and that crucial deadlines can be met, (d)

advanced contracting for the sale of certain crops, and (e) hiring of

permanent and seasonal personnel.
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Farm Operations. The nature of day-to-day operations will vary

greatly, depending upon the type of crops which are to be produced.

Nevertheless, operations may be divided into a variety of distinct cate-

gories, including seed bed preparation and planting, cultivation, moisture

conservation and irrigation, cultivation, weed control, pest control, har-

vesting, marketing, finance and accounting, and equipment maintenance and

repair. It is necessary for management to both coordinate the timing of

these operations and to supervise to insure that they are properly carried

out.

Organization of the Tribal Farm Enterprise 

On most "family farms," the owner is also the manager and operator.

Specialized farm managers are often

larger family farms. Such managers

for organizing and managing part or

At times, they arrange for laborers

operations rather than do the labor

hired by absentee landowners and the

undertake the direct responsibility

all of the farming operations themselves.

or tenants to carry out farming

themselves. They may share the longer-

term planning functions with the owners.

Some farm corporations are family-owned and managed and thus differ

very little from the proprietary family farm. These corporations exist

primarily for purposes of limiting liability, and for tax and inheritance

advantages. Other farming corporations are broader based in their owner-

ship, and most responsibilities for management are vested in a board of

directors. The board serves as a pool of expertise which directs and

oversees the management of the enterprise. The board may hire one of

its own members to be the farm manager or may employ an outside manager.

In either case, the manager becomes the one who is responsible for

organizing and directing shorter-term farming operations. Although the

board and the manager can be expected to share overall planning and

policy functions, the manager is generally empowered to make most oper-

ational decisions as the need arises.

A number of agricultural businesses and government organizations

exist to provide managerial services and perform operations which may

-52-



not be economical for the farm to do on its own. For example, small farms

may find it more economical to hire custom equipment operators to perform

such services as harvesting, because the equipment required is too large

(expensive) to justify ownership. Chemical and fertilizer companies perform

services, such as soil testing, to assist managers in their decision-making.

County extension agents are frequently a source of free advice on most

aspects of farm management and operation. Specialized consultants are

available for a variety of services, both technical and managerial.

Experience with Tribal Business Organization and Management 

The Umatilla Experience. The business organization and management

of Tribally owned farm lands of the Umatilla Reservation is going through

a period of transition. Formerly, the federal government, through the

Bureau of Indian Affairs' Umatilla Agency, managed Tribal lands as a part

of its legal trust responsibility for Indian lands. These lands were

leased to non-Indian farmers who then became responsible for their direct

management and operations.

With creation of the Farm Enterprise Committee, the Tribe relieved

the government of much of its trust responsibility. The Committee became

responsible for planning pf land use, specifically for making plans related

to crop production, soil conservation, and weed control. To carry out

actual farming operations, the Committee has made contracts with a local

non-Indian farmer who is semi-retired and has equipment that would other-

wise be idle. The farmer does the soil preparation, planting, and har-

vesting. Timing of these activities is worked out jointly between the

Committee and the farmer. The Committee arranges for the storage and

sale of the wheat, through available commercial channels, once it is

harvested.

The Tribe plans to expand its profit-seeking enterprises. In recent

years, two new committees, the Forest-Range Conservation and Development

Committee and the Commercial Services Enterprise Committee, have been formed

with structures similar to the Farm Enterprise Committee. The purpose of

the Forest-Range Committee, as its name implies, is to direct the revenue

generating activities associated with Tribal forests and rangeland, and to
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insure adequate protection of these resources. Figuze i depicts the

business management organization of the Confederated Tribes.

Optional Methods of Organizing an Expanded Enterprise 

The Umatilla Board of Trustees is responsible to the Tribal member-

shil], for the management of Tribal lands. In the case of farm lands, this

management responsibility has been delegated to the Farm Enterprise Committee

which has adopted the practice of operating 1,300 acres of Tribal land by

contracting with a non-Indian farm operator. The Committee is now con-

sidering whether enterprise operations can and should be expanded. The

economic analysis shows that a number of types of expansion programs have

reasonable financial and economic potential for success. Whether that

potential can be realized depends upon whether the Committee is able to

organize in a way that will continue to insure competent management.

As it exists at present, the Committee consists of three regular

members and one alternate member. Members are appointed for three-year

periods by the Board of Trustees. Two of the regular members have had

extensive experience in conducting Tribal affairs. Both have been with

the Committee since it first assumed management responsibility for farm

lands more than ten years ago.

If the Farm Enterprise is to expand its farming activities to any

great extent, more time and effort will have to be invested in management.

This would be true even if the expansion were to continue to rely on the

contracting of farm operations. If the enterprise undertakes its own

farming operations, the required management expertise will have to increase

further. It would require managerial skills which exceed those necessary

'for contract farming. The exact types of skills which are needed will

depend ultimately on the type of farming which the enterprise chooses,

be it dryland wheat, wheat/pea, irrigated wheat, alfalfa, or row crops.

It is difficult to imagine how the Farm Enterprise Committee, as

currently constituted, would find time for an expanded managerial effort.

Managing the enterprise is essentially a public service on the part of the
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Committee. While they are compensated at a nominal rate for their efforts,

members must still rely on other work for their principal livelihood and

they are frequently pressed by other Tribal duties.

A number of options exist for providing additional management effort

and skills. These include the options discussed below.

Expanded Committee Membership. Additional skills and managerial

abilities could be provided by expanding committee size. A special effort

could be made to appoint Tribal members who have had more extensive

experience with various aspects of farm operation and management. The

difficulty with this option is that it may not be possible to find enough

qualified Tribal members who are able to participate. Also, a larger

committee would introduce problems of communication and coordination of

effort. It may be more difficult to arrive at a consensus for decision-

making in a larger group. While new members may have additional skills

and knowledge about farming, they may suffer the same time constraints

which current committeemen suffer, although the workload could be more

widely shared.

Hired Farm Manager Directed by a Committee. A full-time farm manager

would have the time required to direct an expanded Farm Enterprise. With

careful selection, a manager could be expected to provide both the needed

technical know-how and managerial abilities. A hired manager might come

from the ranks of the Farm Enterprise Committee itself, or from elsewhere.

Expanding the size of the committee would hopefully expand the skills

available from the committee itself and thus increase the potential for

hiring from within.

Some types of enterprise expansion would be less demanding than others

and thus can be expected to be less demanding of a manager. For example,

if it is decided that the Enterprise is to expand dryland wheat production,

utilizing custom farming, then the farm operations dimension of management

may be greatly reduced. Such an operation may require only a part-time

manager to begin with, and such a position might be filled from within the

committee itself.
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How should managerial responsibilities and authority be delegated

to a manager by the committee? A natural dividing line for delegation of

responsibilities to a manager would appear to fall between day-to-day

farm operations and longer-term planning and decision-making. Farming

operations frequently require quick decision-making; a hired manager should

not be expected to consult the committee on matters associated with daily

operational matters. For example, the manager should be free to decide

when to apply herbicides or hire extra harvest labor. The committee should

be consulted and participate in taking longer-range decisions and setting

policy, and on any other decisions which would have significant impacts

on business operations. They should approve the manager's plans for pur-

chasing major equipment, for example, and they should discuss plans and

methods for hiring permanent employees.

Care in outlining the division of responsibilities in advance should

help to eliminate misunderstandings between the committee and a hired

manager. Careful advertising for and screening of managerial candidates

will also be important in securing a manager with whom the committee could

easily communicate its goals and desires, as well as one who has the

necessary skills. Private businesses, as well as government agencies, are

available to assist in providing special managerial and board of directors

(Committee) training.

Hired Manager Directed by a Board of Directors. It may be desirable

to reach beyond the Tribal membership itself in seeking talent to direct

the Farm Enterprise. Rather than expanding or reconstituting the member-

ship of the Farm Enterprise Committee, which is a Tribal entity, the Board

of Trustees may wish to name a Farm Enterprise Board of Directors, which

would consist of certain specifically selected non-Indian members, or

members of other Tribes, in addition to the membership of the Farm Enter-

prise Committee.

Figure 2 illustrates one possible type of arrangement where a manager

is hired by either a Tribal committee or expanded Board of Directors. If

the expanded Board of Directors approach is chosen, it would probably be

desirable for CTUIR to insure some degree of control over the Board by
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naming Tribal Farm Enterprise Committee members to a majority of theboard

positions. This could be done by naming a Farm Enterprise Committee of

three or four, plus two or three non-Tribal members, which, taken together,

would constitute the Board of Directors. Alternatively, the Tribe may

wish to appoint some Farm Enterprise Committee members from outside to

serve in strictly an advisory capacity.

Even if a separate Farm Enterprise Manager is hired, it may be less

costly and more desirable from the point of view of Tribal control to

have most of the enterprise accounting done by a Tribal accountant, rather

than one explicitly employed by the Farm Enterprise. This means a contin-

uation and expansion of the accounting arrangement which currently exists

for the Enterprise. Such an arrangement is shown in Figure 2. Neverthe-

less, the manager would probably still need to maintain separate farm

production and equipment records.

In forming the Board of Directors, every effort should be made to seek

people who have business management and/or farming experience which would

aid in the direction of the enterprise. Outside members could provide

knowhow in areas where experience and training are still lacking within

the Tribe. This would be especially helpful in such areas as finance,

marketing, and crop production. Of course, the Board of Trustees would

want to choose outside directors who have an appreciation for the special

objectives and institutional environment of the Umatilla Farm Enterprise.

In appointing a Board of Directors, the trustees should balance the

need to keep the group at a workable size against the need to acquire a

wide variety of special skills. Smaller group size would not only make

for more rapid decision-making but would facilitate the scheduling of

meetings. Thus, while there is reason to expand Board size to

incorporate needed skills and knowledge, there are equally compelling

reasons for restricting Board size as much as possible. A carefully chosen

Board of five members -- a three-man Farm Enterprise Committee plus two

outside members -- should arrive at decisions more rapidly. The talents

of two additional men may be required to provide a well-rounded Board.
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A Board of Directors would be responsible for hiring -- perhaps with

Board of Trustees' approval -- and directing the activities of an enter-

prise manager, in the same manner as was described for the Farm Enterprise

Committee. The Board would pay special attention to longer-term decisions

and planning in conjunction with the manager. They would provide a useful

source of information and advice for the manager to call upon in directing

day-to-day farming operations.

Farming as One of Several Tribal Businesses. Plans call for the

Tribe to manage several different business activities soon. These include

a grocery store at the Mission intersection and a camping and recreation

facility at Indian Lake. Thus, the question arises as to how the Farm

Enterprise is to relate to these other businesses, once all of them are

in operation. Several points are at issue. Will each of the businesses

operate separately, or will they be merged under some form of common

business operation? Who will direct the management of the businesses?

Will there be a separate Tribal committee or Board of Directors for each,

or will a common Board of Directors oversee the management of all the

businesses? In other words, to what degree will the management of several

Tribal enterprises be centralized or decentralized?

Under a decentralized approach, each business would be set up as a

separate entity, with its own Committee or Board of Directors, appointed

by the Board of Trustees, responsible for hiring and directing a manager.

Utilizing existing committees, such an organization might be conceptualized

as in Figure 3.

In a highly centralized business organization, the general manager

would be hired by the Board of Trustees. He would, in turn, hire assistants

as necessary to manage the separate business operations, subject of course,

to the approval of the Trustees. The Trustees would not only rely upon a

Board of Directors or committee to oversee the enterprise management but

would retain this responsibility for themselves. Nevertheless, they may

wish to name one or more advisory committees to assist them in directing

the enterprises. The general manager would be responsible for organizing
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and maintaining a certain number of common service functions such as

accounting and perhaps even equipment maintenance and repair, which would

be provided for all the individual enterprises.

Between the extreme cases of centralized and decentralized management,

discussed above, lie a number of alternatives. Especially, while the

business activities which the Tribe undertakes are still small, a single

general manager may be employed to direct all of them. It could be

difficult to justify the cost of having separate managers for each one.

A more centralized approach may also bring considerable savings in the

form of consolidating functions such as accounting and bookkeeping, and

in making arrangements for finance. On the other hand, too much centrali-

zation may reduce participation of Tribal leaders in the direction of the

enterprises and thus tend to reduce effective Tribal control, as well as

understanding and support for the enterprises among the Tribe at large.

A partially decentralized management organization is illustrated in

Figure 4. A general manager would be hired by an overall Board of Directors

for Tribal enterprises. He would be responsible for providing common

services, such as accounting, purchasing, and finance for all of the Tribal

enterprises. He could provide the same services for Tribal government

activities, as well. Each of the separate enterprise areas (farm, commercial,

and forest-range) would be directed by a special committee of the Board of

Directors. This is comparable to having a single parent company with inter-

locking directorates to manage subsidiary corporations.

This digression on the overall Tribal business organization was made

in recognition of the fact that the Farm Enterprise cannot hope to survive

as an entirely separate entity in Tribal business affairs. Especially

in the areas of accounting and finance, the Tribal enterprises will have

common needs which could be jointly provided at reduced cost to each. While

some competition among the enterprises can be beneficial, a degree of

coordination can produce desirable sharing of experience and managerial

know-how, as well as cost reductions which may add greatly to the viability

of each individual enterprise.
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Pros and Cons of the Organizational Alternatives. Each of the alter-

natives discussed above has its own particular strengths and weaknesses.

Each may be better suited for some types of enterprise activities than

others. Hiring a qualified farm manager and shifting to a Board of

Directors system with outside members are both moves which should add to

the pool of managerial talents available for directing the enterprise.

This in itself should help to insure the profitable expansion of the

enterprise. A paid manager should add greatly to the flexibility of

enterprise management, if for no other reason than that he would have time

to supervise and make business arrangements which the current Farm Enter-

prise Committee does not have. A paid manager could be expected to pro-

vide an expertise in advanced planning and especially in directing farm

operations which are not available in the Farm Enterprise Committee.

Appointing outside members to a Board of Directors could further expand

available expertise.

The most appropriate form of management will depend both upon the

size of the farm business and upon the particular types of crops and

production arrangements. To date, the small size of Tribal farming

operations and the use of contracting have meant that the Farm Enter-

prise Committee could direct the enterprise by themselves, without hiring

a paid manager. If significant expansion of the size of the enterprise

is undertaken, the committee may soon reach the point where it lacks

sufficient time to run the enterprise well. Thus, even expanding the

contract operation may require that a part-time manager be hired to

administer the contracts.

In practice, the Confederated Tribes of the Umatilla Indian Reser-

vation will not shift immediately to any of the organizational alternatives

(Figures 2-4) described here. Rather, as the Farm Enterprise and other

enterprises grow, the organization will evolve through some combination

of the various forms. Organizations evolve through learning processes.

Simpler forms are retained until they are mastered, and more complex

arrangements are tried to see if they will work. Continuity and stability

are important. It can be quite disruptive to change organizational structure

too quickly. However, continuity and stability can be maintained, even

in the process of change, if knowledgeable personnel are retained.
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