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PREFACE

THis study was begun with the purpose of investigating
the development of the system by which the wheat of the
Middle West is brought from the producer to the consumer.
It appeared that this might shed considerable light on the
past history and present problems, both economic and polit-
ical, of the region. It must be admitted, however, that what
has been accomplished falls far short of the original expec-
tations. This is partly the result of the fact that it was
necessary, on every hand, to break new ground, because
so little research has been done on the economic history
of the Middle West. A few studies, like The Granger
Movement by Professor S. J. Buck, were very helpful.
Scarcely anything, however, was available on agricultural
technique, on the personnel, finance, organization and func-
tioning of the local- and primary-market middleman system,
on transportation costs and services in that section, or on the
elusive matter of market demand. Although this study is,
therefore, narrowed, it may serve to emphasize the place
of the market in the history of the West. Perhaps later
efforts in this direction will describe more completely the
nature of market development, will note its effect on the
type of agriculture and the economic organization and well-
being of the farmers, will help to explain the causes of par-
ticular situations and accompanying political and economic’
philosophies, and will thus—to be very optimistic—give a
sounder basis on which to attack contemporary agricultural
problems.

To the many persons who have assisted me in this under-
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taking I wish to acknowledge my obligations. To those
who have given freely of their time for interviews, to the
business concerns which have permitted me to use their
records, and to the staffs'of virious libraries, especially to
Mr. John Talman of the newspaper department of the Minne-
-sota Historical Society, I am deeply indebted. In the earlier
“stages of ‘this work I was most fortunately :guided by the
‘searching criticism of ‘Professor 'N. S. B. ‘Gras of Minne-
sota University. Professor Harry J. Carman of Columbia
‘has dssisted 'very materially in criticizing' and correcting the
manuscript. To Professor David S. Muzzey of Columbia
‘I'owe a debt of gratitude for his helpful advice and for lhis
:generous assistance in the reading of proof. At all times
T have received from my family encouragement, which has
‘been ‘worth more to me than they may understand.
HEenriETTA M. LARSON,
"ROCHESTER, MINNESOTA.
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CHAPTER 1
INTRODUCTION

TrE development and functioning of the marketing sys-
tem in the wheat-producing area of the north central
states have brought enduring problems to the farmers of
that region. From the very first anti-monopoly agitation
in the sixties to the recent activities of the Non-Partisan
League and the Farmer Labor Party, the agrarian move-
ments in.those states have emphasized difficulties in the
middleman system and have attempted to effect reforms to
make the market more satisfactory to the producer.

The exact nature of the difficulties has varied from time
to time and from place to place, but, in general, the problems
have been the same. The system of grades has never been
completely satisfactory. Inspection and weighing at pri-
mary markets have again and again been attacked. Trans-
portation has been a vital factor in the wheat trade, not only
in the matter of services and charges, but also because of its
relations with other wheat middlemen at country points and
in the large primary markets. One of the most significant
questions has been that of storage control. Another per-
plexing element, because of its intangibility, has been the
matter of speculation and futures trading.

The existence of such difficulties has called forth numer-
ous attempts at reform. State grading and inspection, public
control of warehouses, railroad legislation, and laws to limit
trading in futures, on the one hand, and cooperative market-
ing, on the other, represent efforts to improve the system.

217] 15



16 WHEAT AND THE FARMER IN MINNESOT4 {218

Recent agitation for government “ price fixing” and the
widening influence of cooperative organizations are the
latest steps in that direction.

The present study has aimed to investigate the develop-
ment of the wheat market in such a way as to discover the
exact nature of the difficulties which the producer has found
in the market, to analyze the conditions out of which these
grew and to learn how the problems have been solved, in so
far as a solution has been reached.

The method employed has been to. describe the develop-
ment of middleman agencies in the wheat trade with special
reference to one state for the years 1858, to. 1900. These
years mark the period of growth of the wheat market in the.
region northwest of Chicago from its earliest stage to the
complete development of the essential elements in its organ-
ization and functioning. The conditions in one state only
have been described, in order to make this study more effec-
tive. Minnesota was chosen because it was one of the lead-
ing wheat states in those years and because it experienced
most of the difficulties encountered in the wheat market. At
no time were conditions in Minnesota typical of those in the.
whole section, but in the nature and sequence of the develop-
ments in its wheat trade and in the problems which have ap-
peared this state is representative of the larger region,



CHAPTER II
TrE River-TowN Marxkers, 1858-1867

WHEAT was not commercially important in Minnesota
before 1858. The earliest agriculture in the territory was
confined to the military and trading posts, lumber camps and
Indian missions, where very little wheat was raised. Flour
for the settlements was brought up the Mississippi from
neighboring states, or hauled down the Red River trail from
the Pembina district.*

A change occurred in the state during the fifties. With
the opening of the land west of the Mississippi to settlement,®
and with the completion of the first railroads from Chicago
to the river,® a strong immigration to Minnesota began.*
Over 30,000 people came each year from 1855 to 1857.°

1Le Duc, W. G., Minnesota Year Book, 1853 (St. Paul, 1853), pp.
82-83; Bond, J. W., Minnesota and Its Resowrces (New York, 1853),
chs. iii and ix; Williams, J. F., History of St. Poul and Ramsey County
(St. Paul, 1876), p. 377; Seventh Census of the United States, pp. 1007-
1008; Minnesota Historical Society Collection (St. Paul, 1872), vol. i,
P. 466; Minnesota Pioneer, March 6, 1850.

?* Treaties of Traverse des Sioux and Mendota, and the moving of
the Sioux, 1851-1854; Holcombe, R. 1., Minnesota in Three Centuries
{Mankato, 1908), vol. ii, pp. 201-324; Hughes, Thomas, *Treaty of
Traverse des Sioux,” Minn. Hist. Soc. Coll. (St. Paul, 1905), vol. x,
pt. i, pp. 101-129,

8To Rock Island, Illinois, 1854: Minnesotion, June 9, 1854, p. 1. To
Dunleith, Illinois, 1855: Minnesota Pioneer, June 11, 1855, p. 2.

¢ Williams, op. cit., p. 357; Minnesota Commissioner of Statistics,
Minnesota: Its Resources und Capabilities (1860-1861), pp. 63-64.

5Ibid., p. 98; Williams, op. cit.; Minnesota Executive Documents,
1875, p. 13.
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18 WHEAT AND THE FARMER IN MINNESOTA [220

Some of these immigrants became farmers; a large number
expected to make a fortune speculating in land.* The de-
mand for food grew faster than local production.? With
the collapse of the land boom in 1857, immigration almost
ceased, and the speculators were forced to become farmers.®
The following year was the first in which a Surplus of agri-
cultural products was raised.* As a result an event occurred
““not celebrated with illuminations or bonfires ’, as noted
by a contemporary newspaper, but of great significance to
the new state—the first eastward shipment of grain and
flour.® By 1859 the value of the wheat shipped from the
state exceeded that of furs, which had been the most impor-
tant commercial product since trading began in that region.”

As wheat became an important article of trade, middle-
men appeared to handle the product. The beginning of
~ a wheat-marketing system in Minnesota is found in the
appearance of wheat middlemen in 1858. Like the fur

1Com. of Statistics, Minnesota: Iis Place Among States (1859),
pp- 5 and 165; Williams, op. cit, pp. 377, 379-381; Baker, J. H,, “Life
of H. H. Sibley,” Minn. Hist. Soc. Coll. (St. Paul, 1908), vol. xiii,
p. 87; Donnelly Papers, 1857-1850.

*Le Duc, op. cit., 1851, p. 40; Bond, op. cit.; Com. of Statistics, 1859,
op. cit, p. 1x1; Commercial and Financial Chronicle (1869), vol. viii,
p. 775; Daily Pioneer and Democrat, Sept. 4, 1858, p. 2; Rochester Post,
Nov. 3, 1866, p. 2.

¥ Williams, op. cit., p. 381; Com. of Statistics, 1859, op. cit., pp. 143-
145 and 165; Hill, J.'J., “ History of Agriculture in Minnesota,” Minn.
Hist. Soc. Coll. (St. Paul, 1908), vol. viii, p. 87; Daily Pioneer and
Democrat, Sept. 5, 1858, p. 2: “Thanks to the panic—thanks to the
excessive speculation of last year which drove thousands of idlers to
the plow.” i

¢ Com. and Fin. Chronicle (1869), vol. viii, p. 775; Rochester Post,
Nov. 3, 1866, p. 2; Daily Pioneer and Democrat, Sept. 4, 1858, p. 2.

$Ibid. The “illuminations and bonfires” refer to the celebration on
the admission of Minnesota to statehood in the spring of 1858. Rogers,
G. D., “History of Flour Manufacture in Minnesota,” Minn. Hist. Soc.
Coll. (St. Paul, 1905), vol. x, pt. i, p. 39.

8 Com. of Statistics, 1860-61, op. cil., p. 9I.
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traders, they carried on their trade along the navigable rivers
and shipped down the Mississippi to larger markets. Hence
the river towns became the first centers of the local wheat
trade.

The position of the farmers in relation to the market was
largely determined by the distance which they lived from
the river towns. Beyond the settlements were the hunter-
farmers, too far from market to be able to dispose of bulky
field crops. Those in the frontier communities could reach
a barter trading point in the interior, or drive a long dis-
tance to a river town. The most fortunate were the farmers
who could sell their products in the cash markets near the
river or, best of all, in the river towns, where prices were,
as is explained later, always better than in the interior.

Almost wholly detached from all settlements lived the first
of these, the self-sufficing hunter-farmer. He had ventured
far out because of a desire to escape from settled communities
or, more often, in order to have greater choice in the selection
of his farm. He usually had a garden and a small grain
field, chickens and perhaps a few cattle and hogs which
ranged in the woods or on the prairie, This settler carried
furs, cranberries or wild ginseng to some distant village or
trading post, but rarely any agricultural produce* He
might happen to sell grain or butter to immigrants and to
traders driving past, but he produced very little for sale.?
‘With the extension of settlements and of railroads westward,

1“Report of the Minnesota Horticultural Society,” Minn. Ex. Docs.,
1883-84, p. 377. Furs remained for a long time an important commercial
product. They were the only article which brought money on the extreme
frontier, and were also important in settled communities. Muskrats were
trapped in the lake-prairie region of the south central part of the state,
on the swampy land along the lakes, which was divided into preserves

by the early settlers. Cash was received for skins at such points as
Mankato and St. Peter; but locally muskrat skins passed as money.

3 Minnesots Monthly (1869), vol. i, p. 201; O'Brien, F. G., Minnesota
Pioneer Sketches (Minneapolis, 1904), pp. 185-186.
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€

this farmer, as was said by an observer, had to “ join the
advancing army of enterprising husbandmen or emigrate .
He generally chose the former lot, since a market—a re-
quisite to successful farming—then appeared.

The opportunities for selling farm products in the fron-
tier communities were somewhat better. The only middle-
men were the storekeeper, at the crossroads or in the village,
who exchanged his wares for farm produce, and an occa-
sional miller, who ground for toll. Barter exchange at the
store was unsatisfactory for the farmer. As a rule there
was no competition for his produce, since there was gener-
ally but one store. He might be unable even to dispose
of what he had to sell. “If we had too many oats, there
was no sale; if we took two pails of butter to town, we dare
not offer but one for fear of glutting the market”, said
one farmer.? There was practically no attempt at grading
according to quality; the price of superior wheat or butter
was the same as that paid for inferior grades. Most serious
of all, cash payments were rare. A farmer two days from
the river complained in a characteristic way to a resident of
a river county: “The fact cannot be ignored that while Rice
County is equally as good as Winona County, prices are up
at a compensating value there, and Cash at that, where here
grain goes a-begging, ‘ store pay’ being the only commodity
with which to buy the article ”.* Store pay was not desir-
able pay, for the frontier storekeeper charged exorbitant
prices for his goods and paid very little for the farmers’
produce.*

1 Minnesota Monthly (1869), vol, i, p. 201. A letter writfen by
Britania J. Livingston, Chain Lake Centre, Minn., Sept. 25, 1868 (Fair-
mont Sentinel, Feb. 14, 1925, p. 2), contains this comment on the moving

of t+= frontier: “ Frontier had taken his staff and shouldered his muskrat
traps and sauntered off toward sunset.”

2 Farmers’ Union (1867), vol. i, p. 3.

3 Winona Republican, Feb. 4, 1860, p. 3.

4 To decrease the high price of what the farmer bought became one of
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The larger towns within a day’s hauling of the river be-
came fairly satisfactory markets for farm products. There,
too, in earlier years exchange was largely that of goods or
services for farm products.® Newspaper subscriptions and
tuition at the local high school were paid in a variety of
produce, most commonly wood or wheat.? The services of
the village photographer and of the “ fashionable tailor ”
were secured by payments in kind.* The most important
factor in barter trade was the general merchant, and after a
time he was the only one taking produce for his wares.*

In a few towns west of the Mississippi, cash payments
for wheat appeared early, when some of the more enter-
prising merchants began to buy wheat aside from their other
trade, The first cash wheat market in the interior seems to
have been at Chatfield, a prominent trading town, where a
federal land office was located. Milo White, a general mer-
chant, began to buy wheat for cash in 1859. He built a

the purposes of the Grange. A state purchasing agent was employed
for a while. The papers of H. H. Runyon of Fairmont show that he
paid a dollar for a gallon of kerosene at the local store, while the price
in the larger markets was about 25 cents. Cf. Wedge, Curtiss F., History
of Fillmore County (Chicago, 1912), vol. i, p. 113.

1 From about 1857 those towns had newspapers, which were rich in
information on local conditions.

1 Typical advertisements: Preston Republican, Feb, 8, 1862, p. 3: “If
any should wish to pay Tuition in Wheat, Pork, Lard, Butter, Wood or
Groceries, they may probably do so, if they attend to the Matter in
Season.” [Rochester City Post, Jan. 5, 1861, p. 3: “All kinds of produce
will be taken in exchange for the Post.”

3The Presion Republican of the early sixties regularly carried ad-
vertisements of the photographer and tailor.

4 Advertisements offering groceries and hardware for produce were
very common. A typical one is found in the Minnesota Courier
(Austin), June 4, 1862, in which Hayes’ general store offered its wares
in exchange for wheat, barley, corn, rye, oats, butter, cheese, eggs, hides
and furs. After 1865 payments in kind were not generally received by
others than the merchant.
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warehouse for storing the grain, and shipped by team to
La Crosse in winter.* Anmnother type of cash wheat buyer in
the interior communities was the miller. The flour millers
generally conducted a custom business, selling their toll flour
locally, but a few began to.buy wheat in the early sixties.”
Notable among these were “ Honest John” Kaercher of
Fillmore County and Ames and Archibald of Rice County.®
But the merchant and the miller were not primarily wheat
middlemen, for their wheat trade was secondary to some
other interest. Not before the coming of railroads did the
interior towns have 'specialized wheat buyers.*

Even the best interior markets, howeyer, paid compara-
tively low prices for wheat. The available information
indicates that, as a rule, wheat prices in the most highly
‘developed of those markets were in the early sixties about
75 per cent of those at Winona, a river town, and very little
above 50 per cent of Milwaukee prices.® By 1867 the prices

1 Reminiscences of Mr. White in Wedge, Hist. of Fillmore County,
vol. i, p. 268; Chatfield Democrat, Oct. 27, 1860, p. 3; H. H. Hill and
Co., History of Olmsted County (Chicago, 1883), p. 453.

3 The Chatfield Democrat, Feb. 4, 1860, p. 3 and the Preston Republican,
March 6, 1863, p. 3 carry typical advertisements of such millers.

8 Rogers, *“ Hist. of Flour Manuf. in Minn,” Minn. Hist, Soc. Coll,
pt. i, vol. x, pp. 39-43.

¢The Rochester Republican, Oct. 10, 1863, p. 3 notes that a wheat buyer
representing a river-town buyer had been in town. This is the earliest
instance of its kind of which the writer has learned.

8 The only source for local price material is the market reports of
the newspapers. Only three towns in the interior had papers carrying
such reports in the early sixties. The Chatfield Democrat had quotations
prepared by © One who knows " in 1857. The local, Winona, La Crosse,
Milwaukee and Chicago prices, according to the latest reports, were given.
By 1860 the Rochester Republican and the Preston Republican carried
similar reports.

Price comparisons were based on market reports in the above papers
and in the Winona Republican (weekly and daily) and the Report of the
Milwaukee Chamber of Commerce, 1897, p. 89.

The Winona Republican, Oct, 15, 1863, p. 3 notes the sale in Winona
of a load of wheat at 85 cents a bushel which had been bought in Blue
Earth County for 50 cents.
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in the interior were approximately 80 per cent of Winona’s
and 75 per cent of Milwaukee’s. These figures show clearly
the difficulties with which farmers in the interior were con-
tending as far as the market was concerned. One farmer
who lived a good day’s haul from the river wrote to a river
newspaper: ° : .
‘of what avail is all this [fertility of the soil, etc.] compared with
the advantages which your county possesses, together with those
contiguous thereto, for the farmer? There you have every-
thing to stimulate the farmer to renewed energy in the produc-
tion of crops, by the fact thiat he finds a market for his produce
nearly double what he can get here. 'Wheat here is selling for
40 @ 50 cents and éverything else in proportion, while farmers
in your vicinity are getting almost double for their produce

In order to get the higher prices offered in the river
markets, the farmers often hauled their wheat to those towns
which were located below the head of navigation on the
Mississippi River and its branches, the Minnesota and the
St. Croix. The most important for the Minnesota farmers
were Mankato and St. Peter on the Minnesota; Stillwater
on the St.’ Croix; and St. Paul, Hastings, Red Wing, Wa-
basha, Winona, Brownsville and McGregor (Iowa) on the
Mississippi.

The long haul to the river town tells an important and
dramatic story of pioneer life. The roads were little better
than prairie trails and forest paths which were often impas-
sable and sometimes dangerous. Floods in the spring and
fall left streams unfordable and roads heavy. In winter,
snowdrifts and pitch holes and.the stiff, cold wind made the
way to market a hard one for the farmers®> Except in the
coldest part of the year, those pioneers slept under their
loads at night and had only the lunch brought from home.

1Letter in Winona Republican, Feb. 4, 1860, p. 3.

1Ibid., Oct. 2, 1863, p. 3; Wedge, Hist. of Fillmore County, vol. i,
pp. 112-113.
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Frequent notes in newspapers about the finding of farmers,
frozen, by the roadside tell of tragedies which were common.
Indians, who were sometimes troublesome in the earlier
years, and robbers, of whom there were plenty, added to the
dangers and hardships of the trip to market.

The distance to market for most of the early settlers was
considerable. The river-town newspapers often recorded
the arrival of wheat teams from points 150 miles to the
west. A committee in the state legislature reported in 1861
that the mean distance for the farmers of the state to the
nearest navigable river was 80 miles.* Those who lived
within a distance of three days by ox team of the market
were considered fortunate. Even at that, marketing one
load of wheat—about 30 bushels—in six days cut deeply into
their time and profits.

The hardships of the long trip were endured because of
the necessity of securing the best price possible for the pro-
duce of the farm, and of obtaining supplies at a more
reasonable charge than in the interior towns. The most
highly developed wheat markets in the state were in the
larger river towns, where the surplus grain from the agri-
cultural hinterland was assembled for shipment down the
river,

It was commonly believed in the early years in Minnesota
that a home market could be built up to consume the local
products, through the encouragement of immigration and
the development of local manufacturing industries? But

1 Minn. Ex. Docs., 1861, p. 2; Winona Daily Republican, May 21, 1863,
D 3.

3 Minn. House Journal, 1859-60, p. 174: Gov. Ramsey said in an address
to the legislature: “ For many years to come immigration ought to make
our best market, consuming whatever surplus flour, meal, wheat, corn,
oats, beef, pork we may raise and have to sell.” After it was seen that
immigration was not enough, the development of manufacturing was
urged to furnish a home market.

Letter in Goodhue County Republican, April 6, 1860, p. 3: * To make
farming profitable we must locate the agriculturist and the manufacturer
side by side.”
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while each additional settler needed supplies until he har-
vested his first crop, he then became the producer of a sur-
plus above his own needs. Immigration only served to in-
tensify the marketing problem, for most immigrants became
farmers. And -the industrial development which Minne-
sotans so confidently expected came slowly, and Minnesota
products were forced to seek an exterior market.

In its need of a market, Minnesota was having a char-
acteristic American experience.' Had there existed no outlet
for the agricultural products of the state, its development
would have been immeasurably retarded. The production
of a growing surplus was, however, contemporaneous with
an increase in the demand for food in the industrial areas of
western Europe—especially in England—and in the United
States.? Wheat was an important element in the diet of the

1 This need was most probably a very important factor in earlier
agrarian disturbances like Bacon’s Rebellion, Shays’ Rebellion and the
Whiskey Rebellion, in the dissatisfaction of the West with the Jay
treaties and the diplomacy of the federalists, and in the support given
Clay’s American System by the West. For the decade of the forties see
J. C. Bell, Opening of o Highway to the Pacific, 1838-1846, Columbis
Studies (N. Y., 1921), vol. xcvi, p. 124, and Hunt’s Merchants Magasine
and Commercial Review, 1845, passim. An article in the Prairie Farmer,
Jan,, 1850, p. 13 is significant: “ There is not at present sufficient demand,
either at home or foreign, to tax all the energies of the agriculturists;
and this, to a great extent, accounts for the yet backward state, in most
instances, of American Husbandry.”

3Cf. wheat and flour imports into the United Kingdom, 1828-8s, in
House of Commons, 1886, 137th Sess., Accounts and Papers, vol. xxiii,
P. 3; also, Page, Wm.,, Commerce and Indusiry, Statistical Tables
(London, 1919), pp. 142-144; and Porter, G. R., Progress of the Nation
(Hirst’s edition, London, 1012), passim.

The people of Minnesota were conscious of the growing importance of
wheat -for export. The Com. of Statistics in Minn.: Its Progress and
Capabilities, 1860-61, p. 52 quotes the Mark Lane, Gazeite as saying,
“ One fact is clear, that it is North America that we must look to in the
future for the largest amount of our cereal produce.” The following
quotation from the Winona Republican, Oct. 9, 1861, p. 2 is typical of
editorials appearing in Minnesota papers: “As a cotemporary has re-
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people of those regions. And it was also easily stored,
transported and graded so as to become an article of trade
earlier and for longer distances than more bulky and more
- perishable products. Its value was high compared with its
weight, so that transportation to a distant market was eco-
nomically possible.! Furthermore, the fertile, clean, virgin
soil of the frontier could produce a better grade of grain
with the use of less capital and labor than was possible in
the older sections where land had been cultivated longer.®
Therefore, the demand for food in those far-away regions
was expressed in Minnesota as a demand for wheat, and no
product brought so regularly a good price throughout the
early years of Minnesota’s history as did wheat.®

marked ‘the autumn that inaugurated the present Civil War, also pro-
duced the most bounteous crop ever known in the history of the country
and of the world. The scepter of power passes from King Cotton of
the South to King Grain of the West.

“This has put into the hands of the people of the West the means of
bearing the pecuniary burdens consequent upon a struggle for the main-
tenance of the government. While Europe does not aid us directly in
putting down this unnatural rebellion, the Almighty, who holds nations
in the hollow of his hands, has so ordered the seasons, that the nations
of the old world are our most powerful allies.”

Interest in the foreign market continued after the war.

1For an interesting table illustrating this point, see the Report of
the Select Committee on Transportation Routes to the Seaboard,
43rd Cong., 1st Sess.,, Senate Reports, no. 307, vol. i, app., p. 127; and
Internal Commerce of the United States, 1891, pp. xxiii-xxiv.

* According to the Pioneer and Democrat, July 19, 1861, p. 1, Minnesota
wheat was quoted in the New York market at a premium over other
spring wheat.

3Based on a careful study of weekly prices of wheat, oats, corn,
barley, pork, beef, eggs and butter as quoted in the St Paul Pioneer
and in the Winona Weekly Republican, 1858-70, and of prices
in the Hastings Gasette and Goodhue County Republican for shorter
periods. A temporary local shortage made the price of some products
high compared with wheat, but only while the shortage continued. Early
settlers interviewed by the writer invariably stress the point that wheat was
the only crop which brought, regularly, a fair price in the market, saying
that there was “no market” for other products. In this relation it is
interesting to read Von Thiinen, Der Isolirte Steat (Berlin, 1875).
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The development of the wheat market in the river towns
was very much like the process in the interior, except that
it began earlier and grew faster. In both markets, wheat
was the first agricultural product to be bought with cash.
Since, however, the river towns had a larger trade area, they
developed a higher degree of specialization than any inland
town at that time. By 1858 cash was paid for wheat in
Winona and St. Paul, but mainly by people engaged in some
other trade.* A’ number of grain buyers were dealing prin-
cipally in wheat in several towns by 1860. By that time
the wheat business had become an independent concern in
Minnesota’s river trade, for the shipments from three towns,
alone, totalled almost 2,000,000 bushels,?

A characteristic of those markets was the variety of com-
binations of middleman functions. The most common
middlemen in the earlier years were those who stored,
shipped and sold for others on commission. They did not
generally buy the grain, but they served as agents of the
owners, a very common practice in those years, when it was
difficult to finance the wheat trade.®

The storage business was a very important one, for a
large proportion of the wheat of the region was assembled

1Cf. infra, p. 32.

3 Report, Com. of Statistics, 1860-61, p. 92.

3 The storage, forwarding and commission men were not originally
interested in the grain trade. When wheat was first offered for ship-
ment, they accepted it like other goods; but when the wheat trade in-
creased in importance, some began to handle wheat exclusively. Many
new agents also entered the s., f. and c. business. A typical illustration
is found in the case of a Mr. Duffy of Shakopee who advertised in the
Scott County Argus in 1861 that he was ready to buy 20,000 bushels of
wheat at his hardware store; the next year he advertised as “general
forwarding and commission merchant.” Brooks, Johnson and Company
of Minneiska bought and also stored and handled grain for others
(Rochester City Post, Feb. 6, 1864, p. 4). This was the Brooks who
later became very important in the trade of Minneapolis.
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in the river towns in winter and stored until the river opened
in the spring. Some of the grain was shipped before the
river closed in the fall, but the marketing of wheat was, of
necessity, a winter job, for then the farm work was not
pressing, and hauling on snow was easier than hauling on
frozen or muddy roads in the spring and fall. Since packet
rates rose with an increase in traffic, it was not advisable
for shippers to send so much grain down the river in the
autumn as to increase the traffic greatly.® Then, too, those
who could hold the grain might make a considerable gain
through. the rise of prices over the winter.

Though wheat in storage was at times a speculative invest-
ment, the possibility of gain was sufficiently certain to
encourage dealers to buy wheat or not to sell that which
they had. For nine years, from the fall of 1858 to the sum-
mer of 1868, the average price a bushel of wheat in Winona
was 97.1 cents during the fall marketing season, 101.9 cents
during the winter and 113.5 in the early summer. There-
fore, in holding wheat from autumn to winter a gain of
4.8 cents was made, and from autumn to summer 16.4 cents.
The gains were, however, not so regular from year to year,
as is seen from the following table:?

! Comments on rates in the market reports of the river newspapers indi-
cate that rates were very sensitive to changes in volume of traffic.

* Prices from market quotations of the Winona Weekly Republicon,
1858-68; and from Winona Daily Republican, Oct., 1861 to 1868. Up to
Oct., 1861 the average for the season is the average of the highest and
lowest prices of no. 1 wheat as recorded weekly; after that the average
was obtained in the same way from both the weekly and the daily issue
(since quotations were not regular in either)., August, December and
April were not included for the reason that these months were transi-
tional, especially on account of the uncertainty as to the opening of
the river. Compare prices in Report, Sel. Com. on Transp. Routes to
Seaboard, op. cit., vol. i, p. 26.
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AveraGe WHEAT Prices AT WiINONA
Farr, WINTER, SUMMER, 1858-1868

A bushel
Year Sept., Oct.,Nov. Jan,Feb.,Mch. May, June, July
1858-1850 ......... $0.629 $0.600 $0.750
1850-1860 ....iuvunn 0.579 0.880 1.033
1860-1861 ......... 0.703 0.616 0.600
1861-1862 ......... 0.605 0.625 0.602
1862-1863 ...0vuvnn 0.715 0.937 0.990
1863-1864 «eiverens 0814 0.899 1.371
1864~1865 «uvun-tes 1.376 1.061 0.866
18651866 ......... 1.134 0.954 1.602
1866-1867 ......... 1.531 1704 1.990
1867-1868 ......... 1.625 1.828 1.547
1858-1868 ......... $0.971 $1.019 $r.135

This table indicates that the losses or gains in holding wheat
from fall to winter or summer were somewhat irregular.
In some years, in 1860-1861 and 1864-18635, the losses were
considerable; during 1859-1860, 1862-1863, 1863-1864,
1865-1866 and 1866-1867 the gains were, on the other hand,
significant.

For the series of years the average summer price was 16.4
per cent higher than that of the preceding fall. The losses
and gains were all sustained by local owners, for grain in
store was ‘not hedged in the primary markets.* For the
larger investor who was able to secure loans on good terms
and who had reserve capital for the poor years, the gains
were attractive. The small wheat owner who had practically
no reserves and whose credit was low could not stand the
losses of some years. The farmers generally sold their
grain on bringing it to market. Many of them were in debt,

1Cf. Boyle, J. E.,, Speculation and the Chicago Board of Trade (New
York, 1920), pp. 53-57 and Boyle, J. E. Chicago Wheat Prices for
Eighty-One Years (1923), p. 3. “Hedging” is the term applied to
the method used by cash grain buyers of protecting themselves against

losses by selling the wheat, which they buy, to be delivered at some future
time.
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and interest rates were high; they saw no guarantee in ware-
house receipts, for the warehousemen were under no public
supervision; they could not watch prices for a more oppor-
tune time to sell; and it was almost impossible for them to
return later to dispose of their grain.

To secure sufficient room for storing was always a prob-
lem. Although new warehouses were built every summer,
the increase in wheat production from year to year was so
great that there was always doubt whether there would be
sufficient room to meet the demands for storage until the
opening of the river.,* The increase in the amount stored is
indicated by the fact that there were about 200,000 bushels
in all the Mississippi towns above La Crosse in March, 1860,
while two years later Winona alone had over half a million.?

The regular storehouse was the flat shed or warehouse
built on the levee where grain could be transferred directly
to boats. If possible, the house was built on a slope so that
grain could be received at the upper part.®* Often, any build-
ing which was reasonably weatherproof was used when the
warehouses were filled. Winona, the largest wheat market
in Minnesota during the river period, had in 1862 thirty
warehouses with capacities ranging from 5,000 to 100,000
bushels.*

The warehouses were generally owned by the storage,

1This is illustrated by comparing comments on storage in the Goodhue
County Republican, Feb. 17, 1860, p. 3 and March 3, 1870, p. 3. -The
former notes, “It is a serious question whether our storage conveniences
can be made to answer until the opening of navigation.” The latter says,
that warehouses were “groaning” under their burdens, and buying -
would have to cease if the river did not soon open. Every summer the
newspapers of the river towns recorded the building of new warehouses.

* Goodhue County Republican, March 9, 1860, p. 3; Winona Daily
Republican, Feb. 24, 1866, p. 2 and Hastings Gasette, Nov. 24, 1862, p. 2,
in articles on the history of the river wheat trade.

8 Commercial West, July 2o, 1901, p. 17.

¢ Winona Daily Republican, Feb, 24, 1866, p. 2.
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forwarding and commission men, referred to above, and by
local grain buyers. The regular packet lines were not
especially interested in wheat warehouses, although it was
not uncommon for them to have warehousemen as their
agents. After the middle sixties the Winona and St. Peter
Railroad built its own elevators in Winona, where grain
brought to the river by rail was stored to await shipment
down the river. About 1867 a new factor entered the river-
town storage business when grain dealers who operated in
several towns and owned packets for carrying their grain
secured warehouses,*

Although many warehouses were private, the commercial
storage business was an important one. Storage rates were
about 4 cents a bushel for the winter season of six months.?
Warehousemen sometimes loaned money to the owners of
grain in storage, but the terms were apparently not liberal.?

The public warehousemen were often agents of packets
and of the railroad companies east of the river. They
arranged shipments and contracted to deliver the grain to
dealers in primary markets. As agents of the packets and
railroads, they did not generally buy grain but merely tried
to secure as much business as possible for their company.*

1 C¥. infra, pp. 32-33.

% Quotations in newspapers. Illustration: Goodhue County Republican,
Nov. 13, 1863, p. 3, giving rate at Red Wing as 4 cents from November
to June, )

®  From advertisements and from information gained in conversation
with river-town business men of the sixties. Loaning money by others
than warehousemen was rather unsafe and was evidentally not done
to any extent. .

¢ Illustrations: in the Daily Pioneer and Democrat (St. Paul), July 8,
1859 a s, f. and c. merchant advertised as representing the Galena,
Dunleith, Dubuque and Minnesota Packet Co.; in the Rochester
Republican, March 2, 1862, W. H. Robinson of Wabasha advertised as
agent of the Milwaukee and Prairie du Chien and the Illinois Central
Railroads and of the Minnesota Packet Co.; the Pioneer and Democrat,
Jan. 7, 1862, had an advertisement of an agent of the Port Byron Extra
White Line, Grand Trunk of Canada and Illinois Central, and another
offered to arrange shipments to England. For one case see 13 Minn., p. 98,
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As the market developed, regular wheat buyers became
more important in the middleman system of the river towns.
The earliest buyers were general merchants or lumber dealers
who exchanged their wares for wheat and who later bought
the grain for cash. Other buyers were storage, forward-
ing and commission men who at times also bought wheat.
Some packet agents conducted an independent grain business.
There were, further, many who made a regular business of
buying grain, some on a rather large scale and others merely
as scalpers who bought from the farmers and sold to
the larger local dealers. In the years 1866 and 1867 a new
factor became prominent in the river trade—the wheat oper-
ator with headquarters in one town who bought in a num-
ber of towns and transported his grain on packets which he
owned or controlled. The first warehouseman of a primary
market to participate in the local wheat trade seems to have
been Angus Smith of Milwaukee, who entered the river
trade in Minnesota soon after the middle sixties.?

Of the large local wheat operators the most prominent
were Commodore Davidson of St. Paul, John Robson of
Winona and Joseph Reynolds of McGregor. The first of
these controlled the packet system on the Minnnesota River
and was a dominating figure on the upper Mississippi.® He

' There were not many large wheat dealers. John Robson and John
Boalt, who had headquarters at Winona, paid income taxes on §60,000
and $52,000, respectively, in 1866. The other forty-one men in Winona
County who were making over $1,000 a year paid a tax on a total of
$112,000. Throughout the whole section east and south of the Missis-
sippi and the Minnesota, the incomes of wheat dealers, with the exception
of the two above, were moderate. Cf. report of the internal revenue
collector, St. Paul Weekly Pioneer, July 5, 1867, p. 5. According to the
Hastings Gazette, June 6, 1868, John Robson and John Boalt, with

incomes of $42,000 and $41,000 in 1867, were the largest wheat oper-
ators in the state.

2 Report, Milwaukee Chamber of Commerce, 1869, pp. 18 and 52;
1872, p. 69 and 1892, p. 17.

8 Cf.. infra, p. 41.
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never bought wheat on the Mississippi, but he was said to
control the wheat trade on the Minnesota.* John Robson
had risen to a high position in the grain trade of McGregor,
an older wheat market in Iowa. With the capital and ex-
perience gained there, he came to Winona, and he soon be-
came the largest wheat dealer in the state. He owned
packets, the Red Line, which carried his grain to railroad
points farther south.? Joseph Reynolds, “ Diamond Jo”,
started his career on the river in the early sixties. By 1867
he owned a small boat and a barge for carrying the wheat
he bought.® In the strength of these dealers is found the
beginning of large-scale business in Minnesota’s wheat trade
with its attendants, efficiency and monopoly.

On the whole, the river towns offered competitive mar-
kets. A basic factor supporting competition was the large
amount of wheat handled. In 1860 Winona, Hastings and
Red Wing shipped 1,000,000, 600,000 and 350,000 bushels,
respectively.* The shipments of seven river towns in 1866
ranged from 300,000 to 2,500,000 bushels.” Another im-
portant factor was the independence of local middlemen of
those in primary markets.® In the early years of the river
trade, agents of firms in primary markets rarely appeared
in Minnesota.” The local grain men were financed by loans

18t. Paul Weekly Press, Feb. 13, 1866, pp. 2 and 4.

1St Poul Weekly Pioneer, July 3, 1867, p. 5; Shippee, L. B, “ Steam-
boating on the Mississippi,” Miss. Vall. Hist. Rev. (March, 1g20), vol. vi,
D. 407.

3Merrick, G. B.,, Old Times on the Mississippi (Cleveland, 1909},
p. 249; Merrick, “ Joseph Reynolds and the Diamond Jo Line,” Miss. Vall.
Hist. Ass. Proc., 1914-15, passim ; Commercial West, July 20, 1901, p. 17.

¢ Com. of Statistics, Minn.: Its Place among States, 1860-61, p. 92.

5 Winona Daily Republican, June 18, 1867, p. 2.

6% The primary grain markets are those railway centers into which the
grain of surplus states is concentrated in the first stage of its movement
after leaving the producer.” (Report, Industrial Commission, vol. vi,
P- 45)- :

S0 rarely as to cause special comment in the newspapers.
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which they secured in the East, by local banks and by capital
which they had themselves accumulated in some other trade
or in the grain business.! Not until the middle sixties were
any local dealers influential enough to have much control
over the middlemen in the river towns. The large number
of local wheat men and the lack of uniformity in their in-
terests and activities made combination difficult. Fre-
quently, prices in the larger river markets were higher than
was justified by the prices in primary markets plus the cost
of reaching those points. Occasional mention in newspapers
of attempted agreements suggests that such agreements were
made when competition raised the price to an unprofitable
figure. Attempts to control prices did not, however, succeed
in keeping them down very long?*

The rivalry of the towns, which tried to increase their
trade at each other’s expense, maintained competition on the
river. The farmers generally sold their wheat in the near-
est town, but they would go to another if they learned that
its prices were better. The competition of river towns for
grain in the interior is shown by advertisements in inland
newspapers. Grain men of Winona, Minneiska, Wabasha
and Lake City regularly advertised in the Rochester Repub-
lican in the early sixties; likewise, McGregor, La Crosse and
Winona tried to secure trade from the territory around
Preston by advertising in the Preston Republican.

A characteristic feature of the wheat trade in the river

1Early business men of the river towns have emphasized, in con-
versation with the writer, these sources of capital and credit.

3The following quotation from the Winona Daily Republican, June 10,
1863, p. 3 is typical: “ The price of wheat was fixed this morning by a
sort of understanding among dealers at 1.02 for No. 1, which figures are
within 14 @ 15 cents of Milwaukee prices, and 5@ 6 cents higher than is
paid at other river towns, but the arrangement held good for only a
short time when bids of a half cent and one cent were made above the
established rate, and finally all ‘caved in’”,
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period was the absence of supervision of its methods by
agencies not directly concerned in the wheat business. The
system did not work to the satisfaction of everyone, for
there was much criticism of wheat middlemen ; but no means
of correcting irregularities had been developed. Since wheat
was generally sold according to the quality of each load,
there was not much quibbling over grades. Complaints
about weighing were, however, frequently heard. Though
dishonest weighing was perhaps not so common as the far-
mers believed it to be, there was enough to create a problem
in the market. Such dishonesty is illustrated by the methods
of a Hastings wheat buyer, who instructed his assistant to
subtract 3 bushels from the weight of each load.* News-
papers of one town often accused the grain buyers of rival
towns of dishonesty. A La Crosse paper said of McGregor
that *‘ the place is infested with wheat thieves who cheat
and steal at every opportunity ”.> If the buyers of one
town paid a higher price than those of anotheér, the former
were accused of retrieving their loss by short weighing.?
Such practices were possible at the time, for the farmers
had no scales, there were no public scales, and public inspec-
tion of weights and measures was unknown.

The earliest attempts to eradicate dishonesty came from
within the towns themselves and arose from their desire to
secure trade by establishing a good reputation. Boards of
trade were organized to make rules for trading, and -public
weighing was tried.* Following the example of McGregor,

1 As related by the assistant to a keen-minded and highly respected
man who marketed his wheat in Hastings in the sixties. The latter told

this story to the writer as an illustration of the way farmers were
cheated in weight.

3 Winona Daily Republican, Oct. 17, 1863, p. 3, quoting the La Crosse
Democrat.

3 Ibid., Oct. 17, 1863, p. 3 and Dec. 3, p. 3; Goodhue County Republican,
June 20, 1862, p. 2.

4 The St. Paul Board of Trade was the only early one that survived.
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the city council of Winona passed an ordinance in 1862 pro-
viding for a public market, in which all grain should be sold,
and for the appointment of a public weighmaster.* This
arrangement was not effective, for the ordinance was en-
forced but a short time, if at all? The first attempt on the
part of any agency outside of the towns to interfere in the
grain trade was made in 1867, when a bill was introduced
in the state legislature “to prevent fraud in inspection,
weighing and transportation of grain”.®

The river-town buyers followed St. Louis, Milwaukee and
Chicago prices and sold their grain in these markets, which
were at the time becoming important factors in tlie western
wheat trade. The existence of such rival middleman groups
was of great significance, for the influence of their rivalry
was felt in the grain trade and was continually recognized
in the wheat market.

St. Louis and Milwaukee were the principal primary mar-
kets for Minnesota’s wheat before the (Civil War.* The
former was an important milling center. Its trade with
Minnesota was interrupted for a short time during the war
and never regained its former strength because of the com~
petition of Milwaukee and Chicago, which increased when
improved railroad transportation was secured to these cities.®
St. Louis then took a position which it maintained for sev-
eral years by championing Minnesota in its struggle with
railroads and with markets at the lake ports. In the winter

1 Winona Daily Republican, Oct. 5, 1862, p. 3.

1 Ibid., Dec. 3, 1863, p. 3.

$ Minn. House Jour., 1867, p. 210.

¢ Winona Republican, June 13, 1860, p. I.

5For about a year following April, 1862, the St. Paul Pioneer and
Democrai carried no St. Louis market reports. Report, St. Louis Union
Merchants’ Exchange, 1866, p. 36; Report, Sel. Com. on Transp. Routes
to Seaboard, 43rd Cong., 1st Sess, Senate Reports, no. 307, vol. i, app,,
pp. 37 and 59; Winona Daily Republican, April 1, 1862, p. 2.
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of 1867, $50,000 were appropriated by St. Louis for paying
the expenses of a convention to consider navigation on the
Mississippi.* But the efforts of St. Louis failed to prevent
the greater part of the wheat of the Northwest from going
directly eastward.? Milwaukee was the leading market for
Minnesota wheat throughout the whole river period.® It
was the nearest transfer point to the boats on the Great
Lakes by which practically all the grain sent eastward
throughout the sixties was shipped. Minnesota grain deal-
ers felt that Milwaukee could give more recognition than
any other market to the superior quality of their spring
wheat. Milwaukee prices for the grade of wheat raised in
Minnesota were a trifle higher than those offered by Chicago.*
The difference was so small that the slightest fall in Chicago
terminal charges or transportation rates might deprive Mil-
waukee of the lead. Chicago began in the early sixties to
contest the position of Milwaukee and to bid for Minnesota’s
wheat.®* The Chicago Board of Trade, the Milwaukee
Chamber of Commerce and the transportation lines to the
two cities were the principals in an intensive competition.
As early as 1863 the river towns were conscious of the
rivalry of those cities, as is indicated by the following note
in the market reports of a river-town newspaper:

1 Hastings, alone, sent six delegates at the expense of St. Louis, accord-
ing to the Hastings Gazette, Jan, 26, 1867, p. 1.

2 Report, Sel. Com., op. cit.; St. Paul Weekly Press, March 8, 1866,
p. 2; Minnesota Monthly (1869), vol. i, p. 176. ’

Y Hill, “Hist. of Agric. in Minn.,” Minn. Hist. Soc. Coll., vol. viii,
p. 276; Winona Daily Republican, June 16, 1863, p. 3; I3 Minn., p. 08.
The market value of Minnesota wheat was regulated and governed by the
Milwaukee price, according to 14 Minn., p. 102.

¢ Report, Milwaukee C. C., 1897, p. 79 and Report, Chicago B. T., 1859,
p. 19, 1860, p. 21, 1861, p. 21, 1860, p. 34. Also, Milwaukee Club and
Chicago Spring as quoted in market reports of the New York Journal of
Commerce and the New York Evening Post.

5 Winona Republican, J une 13, 1860, p. 1; Aug. 22, 1860, p. 3 and
June 16, 1863, p. 3.
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The market for wheat is still excited and brisk competition
is maintained. One would suppose that the railroads and the
interests of Chicago and Milwaukee were brought in competition,
as the wheat purchased by one class of buyers is sent forward to
Chicago via the Illinois Central and the other purchases are
mostly sent to Milwaukee, via the La Crosse road. The farmers
enjoy the fun and also the business men outside of the grain
trade.*

Even though the river-town buyers tried to follow prices
in primary markets, the approximation of local prices to
those in central markets was not close. This condition is
illustrated by the following table, which gives, season by
season, the amount by which the Milwaukee price exceeded
that of Winona.

Excess oF MILwWAUKEE PricE ABovE WinoNA Price Per BusHEL
No. 1 Seming WrEAT, FALL, WiINTER, SuMMER, 1858-1867 2

In cents

Year Fall Winter Summer
1858-1850 ... vune 17.4 42.0 27.0
1850-1860 ........... 226 12.4 21 .
18601861 .iviiannn 17.5 19.7 23.0
1861-1862 ...oiiunnts 15.0 14.5 23.7
18621863 «ovviannen 206 25.4 15.5
1863-1864 .veeiuennn 24.2 27.4 335
1864-1865 .ooiuiinnn 374 37.0 20.4
1865-1866 ..vicuinn 20.7 30.6 24.1
1866-1867 ..... earee 54.3 59.2 35.5

The table shows that the difference between local and
Milwaukee prices varied greatly from season to season and

1 Winons Daily Republican, May 21, 1863, p. 3.
2 Cf. supra, p. 28, note 2 for explanation of seasons and Winona

prices. Similar averages were ‘calculated from Milwaukee prices in
Report, Milwaukee C. C., 1897, p. 89.
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from year to year. This crude approximation of local to
primary prices is explained by a number of factors. The
local buyers did not secure sufficiently reliable market infor-
mation to enable them to follow transactions in the larger
markets. Though the river towns secured telegraph con-
nections with other markets in 1860 and 1861, much of the
information received was so unreliable as to have doubtful
value.* Further, many river-town wheat buyers were too
new and unskilled in the business to be able to use the in-
formation which could be secured. Lack of understanding
of the system of grading used in the different primary mar-
kets caused some buyers difficulty in following market
prices.? The instability and lack of uniformity in federal
currency and in local bank issues were also of importance.
Local prices were influenced by local storage conditions and
by the availability of capital with which to buy wheat. Since
the river-town buyers did not hedge their wheat, they were
forced to buy on large margins, especially when the river
was frozen so that grain could not be shipped.® At all times
local prices were affected by the irregularity of river trans-
portation and by the fluctuation of rates. The transporta-
tion system which brought wheat from the river towns to
the primary markets was very unsatisfactory. Before 1867
Minnesota had no rail connections with exterior points.*
The river carried its products to St. Louis and to the Mis-
sissippi railheads of roads leading to Milwaukee and Chi-

1 Goodhue County Republican, April 6, 1860, p. 3 and June 14, 1861, p. 3;
Winona Daily Republican, Dec. 18, 1861, p. 3. Cf. Boyle, Spec. and the
Chicago B. T., pp. 96-97.

3 Grading’by weight was adopted by the Chicago B. T. in 1858: Report,
Chicago B. T., 1858, pp. 11, 12, 15 and 16. For other markets see

Report, Ill. Rail. and W’house Com., 1874, p. 33. Irregularities of
inspection impaired the value of this system.

8 C. M. Harrington in Commercial West, March 30, 1901, p. 10.

4 Report of the Wisconsin Railroad Commissioner, 1874, pt. iii, p. 04;
Mitchell, W. H., History of Steele County (Minneapolis, 1868), p. 2o0.
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cago. Transportation, both by river and by rail, was slow,
unreliable and expensive.

The river was in some respects an unsatisfactory hlghway
Since it was closed a large part of the year, certain problems
in the storage, sale and shipment of grain arose,* but irreg-
ularities in the navigation of the river due to low water in
the open season were even more serious because unexpected.
For several weeks in the fall of 1860 it was practically im-
possible for boats to use the river. The same condition
existed in 1861. In 1863 navigation was suspended for a
considerable part of the season, and during the following
summer the river was low. Because of recurring seasons
of low water, the need of more regular transportation was
evident.? It