Agriculture: The cornerstone of
Washington’s economy
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Key Findings

. Agriculture accounts for

$51 billion - or 13 percent - of
Washington’s yearly economic
activity

. 160,000 Washington jobs are
tied to agriculture — more
than Microsoft and Boeing
combined

. Washington state produces
more than 300 different crops —
second only to California

. The number of wineries in
Washington state has tripled
over the past decade

. State leaders must ensure
agricultural productivity is a
priority and considered equally
with other key industries when
setting tax, regulatory and
economic policy

. In 2014, the state exported

$16 billion worth of food and
agricultural products to people
around the world

By Chris Cargill, Eastern Washington Director March 2016

This Policy Note presents a brief overview of the agricultural sector in Washington,
to show the critical importance of food production to the economy and people of
our state.

Introduction

Washington state is blessed with four key ingredients that make
it an agricultural production powerhouse: a diverse climate, rich soil,
abundant water and hard-working people.

Throughout our state’s history, agriculture has remained a key
component of the state’s economic success. In fact, agriculture adds $51
billion a year to the state’s GDP and the agricultural sector makes up
more than 13 percent of our state’s economy:.'

Washington state ranks 14th nationally in overall commodity
production and is in the top five in the nation in many categories
including apples (1st), hops (1st), potatoes (2nd), lentils (3rd), and wheat
(4th).?

Background

Washington’s agricultural landscape is as diverse as its topography. In
fact, more than 300 different crops are grown in the state — a diversity of
production second only to California.

More than 39,000 farms are located in Washington, some in the
tertile valleys of Snohomish County, some in the drier areas of Eastern
Washington. The counties that play the biggest role in the state’s
agricultural economy are Grant and Yakima, which are home to 4,700
farms and a $3.41 billion yearly economic output collectively.?

That economic output is a two-step process that starts with growing
and concludes with processing and distribution around the world

1 Washington State Department of Agriculture, Washington State Farm Bureau, available at
https://wstb.com/agricultures-contribution-to-washingtons-economy/.

2 United States Department of Agriculture, Economic Research Service Cash Receipts by
commodity, state ranking, 2014, available online at http://www.ers.usda.gov/data-products/
farm-income-and-wealth-statistics/cash-receipts-by-commodity-state-ranking.aspx#P2ald9
92291ae446a85aebfdb920be9ba_6_252iTOROx113.

3 Agriculture: A Cornerstone of Washington’s Economy, Washington State Department of
Agriculture, available online at http://agr.wa.gov/AgInWa/docs/126-CropMap2015-ForCopier.
pdf.



through our state’s ports. Each region of our state, east and west, works in concert
to make the agriculture economy thrive.

Crops & farming

Washington
state leads the
country in apple
production, with a
yearly value that can
exceed $2 billion
(2013).* No other
state comes close
to Washington’s
apple yield, which
comprises more
than 66 percent
of total U.S.
production. The
other states among
the top five - New
York, Michigan,
Pennsylvania and
California - all
lag well behind
Washington.

In fact, if the
number of apples
picked in Washington
last year were placed
side-by-side they
would circle the earth
29 times.” And every
apple is hand-picked.
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Commodity

2013 Value of Production

Apples $2.18 (billion)

Milk $1.2 (billion)

Whe:at $1.01 (billion)
Potatoes $ 792 (million)
Cattle/Calves $ T06 (million)
Hay $ 675 (million)
Sweet Cherries $ 383 (million)
Grapes $ 278 (million)
Pears 225 (million)
Hops $ 202 (million)

While Idaho is known for famous potatoes, Washington is also a top producer.
Nearly 20 percent of total U.S. production comes from the Evergreen state,
compared to 24 percent from Idaho.®

4 Ibid.

5 Washington State Apple Commission, Crop Facts, available online at http://bestapples.com/washington-

orchards/crop-facts/.

6 United States Department of Agriculture, Economic Research Service Cash Receipts by commodity,
Potatoes, state ranking, 2014, available online at http://www.ers.usda.gov/data-products/farm-income-
and-wealth-statistics/cash-receipts-by-commodity-state-ranking.aspx#P2ald992291ae446a85aebfdb920b

e9ba_6_252iTOROx113.



Among all agricultural commodities, the red raspberry market is where
Washington state produces the largest share — more than 90 percent of the nation’s
production.’

While most of the state’s crops are grown in sun-drenched Eastern Washington,
dairy farms are scattered across more than two dozen counties, particularly in
Yakima, but also in Western Washington.® The output of Washington’s dairies is
impressive: the state ranks 10th in total U.S. milk production and 4th highest in
milk production per cow.’

Food processing

Though Washington state is known for advanced technology and airplane
production, the number of people working in both the growing and food
processing industries surpasses 160,000 - more than Microsoft and Boeing
employment combined.

There are more than 200 food processing companies
in the state.” Food processing companies benefit from two
Wineries in key ingredients in Washington — water, and inexpensive,
Washington state ;. c\vable hydroelectric power.

2003: 240 In terms of total employment, fruit and vegetable
2004: 300 processors are by far the largest food processors in the state,
2005: 360 followed by seafood processors.' In total, more than 34,000
2006: 460 people work in nearly 1,000 food processing facilities around
2007: 540 Washington."
2008: 580
2009: 650 Wine production
2010: 700 . N . .
Washington’s wine production has grown rapidly over

2011: 740 . . )

the past decade, becoming an essential part of the state’s
2012: 760 . 11+

agriculture economy. In 2013, nearly five billion dollars of
AUEREL economic benefit was produced directly by the state’s wine
AN HESD industry.”® Nearly 30,000 jobs in the state — or one-percent of
2015: 850+

the state’s total employment — are based on the wine industry,
The state is now home to more than 850 wineries and wine

7 What’s grown in Washington?, Plan Washington, Washington Business Alliance, September 25, 2014,
available online at http://planwashington.org/blog/archive/whats-growing-in-washington-state/.

8 Dairy Farmers of Washington, Economic Impact, available at http://www.wadairy.com/beyond-farm/
economic-impact.

9 Ibid.

10 Review of the food processing industry in Washington state, Page 7, Washington State Department of
Agriculture, available online at http://agr.wa.gov/fof/docs/MajorFoodProcessing.pdf.

11 Ibid.

12 The Future of Farming - 2020 and Beyond, Strategic Plan for Washington Agriculture, Page 3, available
online at http://agr.wa.gov/FoF/docs/FoFStrategicPlan.pdf.

13 Washington State Wine Commission, available online at http://www.washingtonwine.org/wine-101/state-
facts/.



grape growing areas now exceed 50,000 acres. The state ranks second only to
California in total wine grape production."

Unlike other parts of the agricultural economy, the wine industry has the
added advantage of promoting tourism across the state. In fact, wine-related
tourism spending in Washington surpasses one billion dollars a year and supports
more than 3,000 jobs.”

Exports

Without the ability to export, Washington’s agricultural production would be
severely limited. In 2014, the state exported more than $16 billion worth of food
and agricultural products to people around the world, half of which were grown or
raised in Washington.'® This included fresh fruit, vegetables, meat, wheat, seafood
and dairy.

Most of Washington’s food exports are shipped to Asia. The top five markets for
Washington agriculture exports are;

1. Japan

2. Canada

3. China/Hong Kong
4. Philippines

5. South Korea

The ports of Seattle and Tacoma together are the third largest container gateway
in North America, demonstrating the importance of Interstate 90 and Snoqualmie
Pass for transporting products from Eastern Washington.

In addition to the highways, farmers in the east are also able to move their
products by barge through the Columbia-Snake River system.

The ability to move products at all came to a halt entirely in 2014 and 2015
because of the West Coast port shutdown, resulting in millions of dollars in lost
revenue for state growers. Fresh fruit and vegetables rotted at the 29 ports along the
west coast during the strike. Washington state apple growers alone estimated they
lost nearly $100 million."” Other Washington farmers and growers were hurt as
well, as their products became worthless while awaiting shipment.

14 Economic Impact of Washington State Wine and Grapes, Stonebridge, prepared for the Washington
State Wine Commission, April 2012, available online at http://www.wawgg.org/files/documents/2012_
Economic_Impact_WA_Wine-Grapes.pdf.

15 Ibid.

16 Washington State Department of Agriculture Export Statistics, 2014, available online at http://agr.wa.gov/
marketing/international/statistics.aspx.

17 NBC News, Washington farmers dump millions of apples after ports dispute, May 2015, available online
at http://www.nbcnews.com/news/us-news/washington-farmers-dump-millions-apples-after-ports-
dispute-n366426.



The port slowdown lasted for months without action by the state or federal
government to intervene, as they had done in previous port disputes.'® The lack
of action caused even more financial losses for Washington’s farm families and
businesses.

According to an analysis completed for the Washington Council on
International Trade, in-state businesses lost an estimated $769.5 million during the
port shutdown."”” The analysis did not take into account the global market share lost
by growers, which may take years to recover.

After the dispute was resolved, Washington Congressman Dan Newhouse
introduced legislation called the ECONOMICS Act (H.R.3932).% The bill, co-
sponsored by Oregon Democrat Kurt Schrader, seeks to adopt “triggers” for when
the government would begin the process of seeking to resolve a future port dispute.
The criteria listed in the bill include:

o When the number of affected ports involved exceeds four
«  When the number of employees involved exceeds 6,000
o When the fall in export or import vessel value exceeds 20 percent

Currently, only the President of the United States has the authority to seek an
injunction to end a port labor dispute.

Policies that limit farm production

Like any industry, the action taken by lawmakers at the local, state or national
level can have tremendous effect on people working in the agricultural sector.

In addition to economic output, farm families in our state contribute
enormously in yearly property tax revenues to their local communities and to
the state. Property taxes paid by farmers and agricultural businesses exceed $230
million per year.”

While farmers prefer to spend time in their fields, or tending to their livestock,
their time is often tied up with bureaucratic red tape or legal action brought by
activists located hundreds of miles away.

At the State Capitol, family farms and the broader agricultural community
often come under intense political pressure from lawmakers, lobbyists and

18 USA Today, Is president considering ‘nuclear option’ in ports dispute?, February 18, 2015, available online
at http://www.usatoday.com/story/news/2015/02/18/labor-secretary-perez-west-coast-ports-ilwu-
dispute/23611117/.

19 Economic Costs of the 2014-2015 Port Slowdown on Washington Business, Page 9, Exhibit 3, prepared for
the Washington Council on International Trade, by Community Attributes, Inc., February 2016.

20 U.S. Congressman Dan Newhouse, Newhouse, Schrader introduce legislation to prevent future port
slowdowns, November 5, 2015, available online at https://newhouse.house.gov/media-center/press-
releases/newhouse-schrader-introduce-legislation-prevent-future-port-slowdowns.

21 he Future of Farming — 2020 and Beyond, Strategic Plan for Washington Agriculture, Page 13, available
online at http://agr.wa.gov/FoF/docs/FoFStrategicPlan.pdf.



legislation that seek to regulate everything from the amount of time they spend
working in the fields to the waste their animals produce.

Occasionally, a bill is introduced to help family farms, like House Bill 2840
in the current legislative session.?” The bi-partisan legislation would put the
regulations and enforcement for water quality associated with concentrated animal
feeding operations in the jurisdiction of the state Department of Ecology and state
Department of Agriculture.

The law specifically directs the agencies to write rules that are clearly based
on state laws. Environmental groups oppose this policy approach because the
bill would limit their ability to sue farmers in court and put family dairies out of
business.

In fact, in a recent newspaper article, a Sierra Club lobbyist complained that
having the Department of Agriculture involved was a problem because their
mission was to “promote Agriculture.”* In 2016, the bill failed to make it out of
committee and is likely dead for the year.

Other legislative bills over the years that would have hurt the agricultural sector
include:

« House Bill 2038 (2013 legislative session):**
To increase taxes on agricultural community by nearly $1 billion

« House Bill 2201 (2014 legislative session):*

To impose a new reporting system for farmers and other businesses who
benefited from tax exemptions and preferences.

« House Bill 2484 (2016 legislative session):*
To require the Dept. of Labor and Industries to impose new training, safety
rules on dairy farms

In addition, Governor Jay Inslee has proposed capping and reducing
greenhouse gas emissions from refineries and manufacturers.” The regulations
would hit fertilizer makers and food processing facilities in Eastern Washington,
raising costs and reducing job opportunities with little or no environmental benefit.

22 Washington State Legislature, House Bill 2840, 2015-16, Introduced January 28, 2015, available online at
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=2840&year=2015.

23 Capital Press, Environmentalists blast House dairy bill over lawsuits, January 29, 2015, available online at
http://www.capitalpress.com/Dairy/20160129/environmentalists-blast-house-dairy-bill-over-lawsuits.

24 Washington State Legislature, House Bill 2038, 2013 Legislative Session, available online at http://
lawfilesext.leg.wa.gov/biennium/2013-14/Pdf/Bill%20Reports/House/2038-S.E%20HBR%20APH%2013.
pdf.

25 Washington State Legislature, House Bill 2201, 2014 Legislative Session, available online at http://
lawfilesext.leg.wa.gov/biennium/2013-14/Pdf/Bill%20Reports/House/2201-S%20HBR%20APH%2014.pdf.

26 Washington State Legislature, House Bill 2484, 2016 Legislative Session, available online at http://apps.leg.
wa.gov/billinfo/summary.aspx?bill=2484&year=2015.

27 Carbon cap plan would hit fertilizer, food processors, Capital Press, January 7th, 2016, available online
at http://www.capitalpress.com/Washington/20160107/carbon-cap-plan-would-hit-fertilizer-plant-food-
processors?utm_medium=social&utm_source=facebook_Capital_Press.
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Under the rule, companies that exceed an arbitrary carbon level set by state
regulators would have to pay a fine of up to $10,000 a day. If business owners
did not want to comply with the fine, they would be required to pay for carbon
reduction projects elsewhere.

Under the proposed regulation, the Department of Ecology would allow
companies that suspend operations in Washington to sell credit for carbon
reductions beyond the targets set in the regulation. Essentially, the state would be
punishing companies for keeping jobs in the state, and paying them for sending
jobs elsewhere.

Conclusion

In 2009, the Washington State Department of Agriculture sought responses
from more than 2,000 people in the agricultural community about ways to keep
Washington farming vibrant and profitable for generations to come.?

The feedback compiled in the “Future in Farming” project was consistent
across the state. Respondents said lawmakers should make agriculture a priority,
eliminate regulatory barriers, protect resources, strengthen support services and
harness emerging opportunities.”

Whether policymakers are following these recommendations is a source of
great debate in Olympia and across Washington’s farming communities. Placing
additional regulatory burdens on the state’s farm families certainly does not
eliminate regulatory barriers. Based on their actions, it is unclear whether state
policymakers have truly made Washington agriculture a top priority, as the report
recommends.

Washington’s farm families and food processors do much more than provide a
huge economic benefit to the state. They provide us with food security. Farmers and
those who work in the agricultural community in our state are also the stewards of
public lands and of public resources.

With a yearly economic contribution valued at $51 billion and 160,000 jobs,
Washington farmers and agricultural businesses make up an essential and often
overlooked segment of the state economy.

For that reason, state leaders should ensure that agricultural productivity is a
priority and considered equally with high-tech, software, aerospace, biomedical
research and other key industries when setting tax, regulatory and economic policy
in Washington.

28 The Future of Farming - 2020 and Beyond, Strategic Plan for Washington Agriculture, available online at
http://agr.wa.gov/FoF/docs/FoFStrategicPlan.pdf.

29 Ibid.



