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U. S0 balanceof payments:

Alternate methods of measurement

Earlier this year a reportwaspublishedwhich a guide to policy making was strong enoughto
amongotherthingsrecommendeda changein the warrant the selectionof onemethod.
method of computingthe surplusor deficit in the The changeproposedby thecommitteeis of in-
United Statesbalanceof payments.

1The report, terestbecause,rightly or wrongly, the balanceon
the findings and recommendationsof which are international transactionshowever computed is
now being reviewed by governmentofficials, was often the main indicator employedto gaugethe
theproductof a 2-yearstudyconductedby a group strengthof the dollar in internationaltrade and
of prominent economistsappointedby the direc- finance. Not surprisingly, this indicator also has
tor of the Bureauof the Budgetand headedby significantly influenceddomesticand international
E. M. Bernstein. The economists were charged economicpolicies. The large and chronic U.S.
with the task of examining the quality of U.S. “deficits” incurredover the lastsevenyears have
balanceof paymentsstatisticsandof making rec- generally servedto undermineconfidenceabroad
ommendationsfor their improvement.The scope in the continuingsoundnessof the dollar despite
of the Bernsteincommittee’sexaminationwasalso assurancesthat the dollar would not be devalued.
to include an evaluation of various methods of Likewise, during this period, various balanceof
measuringthe U.S. internationalpaymentsposi- paymentsprogramsintendedto reduceor eliminate
Lion — a projectwhich led eventuallyto the rec- the “deficit” havebeenset in motion by U.S. Gov.
ommendation for a change in computational ernmentpolicymakers— programswhich havein-
method. fluencedto a greateror lesserdegreeU.S. mone-

in choosingamong the various methods, the tary and fiscal policies as well as economicand
Bernsteincommitteefaced an analyticalproblem political policiesregardingforeign aid andmilitary
rather than a problem in accounting.What the commitmentsabroad.
surplus or deficit should, in fact, measuremay It is the purposeof this article briefly to corn-
differ among individualsat any one time andalso parethemethodof measuringthe U.S. balanceof
maychangeovertimeas circumstancesarealtered paymentsposition as recommendedby the Bern-
and shifts occur in the natureof the particular stein committee— termedthe “official settlements”
problembeinganalyzed.Time needfor a broadand balance— with the method presentlyusedby the
flexible approachto the problem of measuring Department of Commerceand which generally
thesurplusor deficit led the committeeto warnof appearsin official governmentpublications— the
the inadequacyof any one method of measure- “regular transactions”balance.
ment. Nevertheless,the committee felt that the

- . A problem of allocationneedto find an over-all summaryindicatorwhich
would serveas a startingpoint for analysisand as A popularmisconceptionconcerningthebalance

on international transactionsis that it is deter.
1Bureeu of the Budget, The Balance of Payments Statistics mined automaticallyfrom thebalanceof payments

of th
0 United States — A Review and Appraisal. Superin- statistics.This is not altogethertrue. Before the

ferident of Documents, U.S. Government Prin’inq Office,
Weshington, D.C. balancecan be determinedone vital intermediate
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step must be taken— that of separatingthe bal-
anceof paymentscategoriesinto two groups.Be-
causedouble entry accountingprinciples are fol-
lowed in recordinginternational transactions,the
aggregatetotal of all categoriesshowingnet credit
balanceswill equal time aggregatetotal of all
categoriesshowingnet debit balances;and,as a
result,the net balanceof all categories,combined,
will always be zero— what may be termed the
“neutral” concept (see table). To appraise the

UNITED STATES BALANCE OP PAYMENTS, 1964, ALTERNATIVE METHODS OF MEASUREMENT

(— Debit) (+ Credit) (millions of dollars)

Neutral Regular Transactions
Concept Concept

Column I Column 2

I. Excess of exports over imports of goods and services +8560 +8,560

2. Remittances and pensions — 839 — 839

3 U.s. Government grants and loans (net of scheduled
repayments) —3,636 —3,636

4. Miscellaneous long-term U.S. Government liabilities + 207 + 207

5. Increase in U.S. private investment:
a. long-term —4,351 —4.351
b. short-term —2,111 —2,111

6. Increase in foreign private investment (other than that
appearing as item 9b):

a. long-term + 110 + 110
b. short-term + 115 + 115

7. Errors and unrecorded transactions —1,161 —1.161

8. Special government transactions:
a. Advance on U.S. military exports + 222 + 222
b. Advance on repayments on U.S. Government loans + 122 + 122
c. Sale (— redemption) of U.S. Government

non-marketable non-convertible securities -— 36 — 36

9. Changes in liquid reserves and liabilities:
a, Increase in liquTd claims of foreign official

monetary institutions + 1073 + 1.073
b. Increase in liquid claims of foreign commercial

banks, ~nternationelnon-monetary institutions.
and other private foreigners + 1,554 + 1,554

c. Decrease in U.S. monetary assets + Ill + Ill

Total 0 —3,106 +3,106

Column I (“above the line”): items whkh “cause” the “surplus” (+) or “deficit” (—) -

Column 2 (“below the line”): items whch “finance” the “surplus” (—4 or “deficit” (+).
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over-allposition,onemustseparatethesecategories
into two groupsand derivea net debit balanceas
the summationof the one group, which will be
matchedby a net credit balanceof the sameab-
solutemagnitudeas the summationof the other
group. In the first groupareplaced all categories
which are regardedas “causing” the surplus or
deficit. In the terminologyof balanceof payments
accountingthesecategoriesareplaced“above the
line” (column 1 in thetable). In thesecondgroup,

Official Settlements
Concept

Column I Column 2

+ 8,560

— 839

—3,636

+ 3 +204

—4,351
—2,111

+ 110
+ 115

—1,161

+ 222
+ i22

+ 30 —66

+ 1,073

+ 1,554
+- 171

—1,504 +1.504



“below the line” (column 2 in the table), are would very likely impair that confidence,the loss
placed the renmainingcategorieswhich are inter- of which might not only raise the demandfor
pretedasindicatinghowthebalancewas“financed.” U.S. gold but also would reducethe amountof in-

With categoriesgroupedin this mannerit can ternationalmonetaryreservesavailable for trans-
beseenthat thenatureandsizeof theinternational actingworld commerce.2
transactionsbalanceis entirely one of allocation. The categorieswhich are deemedto most ade’
The transferof a categoryfrom one group (col. quately measurethe changeswhich have taken
umn) to anotherchangesthemagnitudeof the bal. place during the statementperiod in the U.S.
anceandpossiblyevenits nature(i.e., deficit to a ‘liquidity” position are placed “below the line”
surplus or vice-versa); yet, there has been no therebyindicating how the items “above time line”
changein the underlying statisticaldata, were “financed.” Items “below the line” are listed

The controversywhich hasarisenover the ques- underitem 9 in thetable.Theassetside (item 9c)
tion of how to measurethe internationaltransac- includesthe changesin gold, official holdings of
tions balance,for themostpart, is associatedwith currencies of certain strong countries, and the
the decision as to which of the two groups the virtually automatic drawing rights of the U.S.
various categoriesbelong— whether a particular againstthe InternationalMonetaryFund.The ha.
category, such as the outflow of U.S. capital bility side (items 9a and9b) includeschangesin
abroad,for example,“causes”a deficit andthere- all foreign-held liquid claims against the U.S.
fore shouldbeplaced“abovetheline” (column 1) Theseclaims generally takethe form of demand
or is themeansof “financing” a surplusandthus depositsin U.S.commercialbanks,marketableand
shouldbe placed“below the line” (column2). nonmarketableconvertible U.S. Governmentoh-

A commoncharacteristicof all methodsof meas- ligations,and ‘~1hershort-terminvestments.
uring the surplusor deficit which havebeenpro- In 1964, as may be observedfrom the table,
posedat one time or other is that eachmethodis earningsfrom exportsof goods and servicescx-
based on a theoretical framework that attempts ceededpaymentsfor importsby $8.6billion. These
to answertwo questions:“What is the most satis- net earnings,however,were more than offset by
factory definition of the U.S. internationalpay- expendituresrepresentingprimarily U.S. Govern.
mentsposition?” and “What combinationof hal. mentforeign aid andloans($3.6billion) andU.S.
ance of paymentscategoriescan best reflect the private long-term ($44 billion) and short-term
changesin thisposition?” ($2.1 billion) investmentsabroad.The excessof

expenditures over receipts— the “deficit” —

The present method totaled $3.1 billion. The “deficit” was financed

The present method— the “regular transac. primarily by a $0.2 billion declinein monetaryre-
lions” balance— is basedon the conceptthat a serveassetsandanincreasein foreign official ($1.1
changein international“liquidity” is themostuse- billion) and private ($1.6 billion) liquid claims
ful indicator of a shift in the U.S. balanceof pay- on the UnitedStates— time combinedtotal of these
ments.The conceptstemsfrom the belief that the representinga decline in the nation’s “liquidity”
use of the dollar for monetaryand reservepur. position.
poses abroadis basedon a promise to exchange 2lnternational monetary reserves, as commonly defined
dollars for gold at a fixed price and on the confi- nclude gold held by monetary authorities as well as foreign

dencethat this countrywill continueto be ableto holdings of dollars and sterling. When foroiqn.held dollars
are exchenqed for U.S.-owned gold, the agqreqate amountuo so. nut a continuedrise in foreign holdingsof of gold does not change, but the amount of foreign-held

liquid claims againsttheU.S. relative to U.S. gold dollars does, The latter amount falls thereby reducing the
- . - . - . overall quantity of reserves available for settling internation-holdingsand liquid claims againstothercountries al transactions.
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It canbe observed,however,thatchangesin the try’s reserveassetsplus the net change in that
“liquidity” categoriesdid not accountfor the en- country’s liabilities to other monetaryauthorities
tire “financing” of the 1964“deficit.” Certaintypes measuresthe totalchangein its internationalpay-
of U.S. Governmenttransactions(item 8) which mentsbalance.
ordinarily would haveappeared“above the line” With respectto the placing of balanceof pay-
accordingto a strict “liquidity” conceptare be. mentscategories“above the line” or “below the
lieved to havebeenundertakenaccordingto the line” the proposedmethoddiffers in threeprinci-
“regular transactions”conceptfor the expresspur. pal respectsfrom the presentmethod:
poseof reducingthe sizeof the “deficit.” This is 1. Changesin liquid claims on theUnited States
presumedto haveoccurredin threetypesof trans- by foreigners other than official monetary au-
actions: (1) whereforeign governmentshavepre- thorities are placed “above the line” (item 9b).
paid U.S. delivery of military exports,(2) where Therationalebehindthis is that foreign banksand
foreign governmentshave paid installments on businessesarepresumedto undertakeinternational
long-term loans before actualdue date, and (3) transactionswith the profit motive in mind. If
whereforeign governmentshavepurchasednon~ they increasethe amountof their holdingsof do!-
marketablenonconvertibleU.S. Governmentsecur- lars or short-termdollar investments,it is either
itics. The rationale: Eachstep is consideredto becausethey needthem for conducting financial
havebeena deliberatemeasureurgeduponforeign transactionsor as a profitable outlet for invest-
governmentstemporarily to preventa further de. ments.Thus,theseholdingsarecomparableto, and
teriorationin the “liquidity” position of the U.S. should beclassifiedin thesameway asU.S. short-
Eachstep, if it had not beentaken, would likely term investmentsabroad— “above the line,”
have increasedshort-termclaims againstthe U.S. 2. The two methodsdiffer in their treatmentof
or gold outflow. Thus, thesespecial government a 1964 transactionin which the governmentof
transactionswere placed“below theline.” Canadaacquired $204 million of medium-term

nonmarketable,nonconvertibleU.S. Government
The committee’s recommendation securitiesin connectionwith a Columbiariver de-

The methodproposedin the reportby the Bern- velopment project. The presentmethod placed it
stein committee—the “official settlements”bal- “abovethe line” becauseit fit neitherthe “liquid”
ance— gaugesthechangein theinternationalpay. conceptnor was deemedto havebeenundertaken
mentsposition of the U.S. in terms of the extent in order to reducethe size of the U.S. “deficit”;
to which treasuriesand centralbankshavehad to and, in addition, Canada did not place these
act in eithersupplyingdollars to thosein the for- among its reserveassets.The Bernstein method
eign privatesectordesiringlarger balancesor in placesthis transaction“below the line” since it
takingdollarsfrom thosedesiringsmallerbalances. makesno distinction asto “liquidity” but only as
It is this typeof transactionwhich accordingto the betweenprivateversusofficial holders.If the pur-
committee should indicate to the U.S. monetary chaseof thesesecuritieshad not takenplace,the
authority that its ability to abideby its promise rationalesays,Canada’sliquid dollar claimswould,
to exchange dollars for gold has either been asa consequence,bethatmuch larger.
strengthenedor has deteriorated,and it is this 3. Advanceson military exports (item 8a) are
changein ability that the balanceon international placed “above the line.” The reasoning:prepay-
transactionsshouldmeasure.In performing this mentswere madeby foreign governmentalagen-
function monetaryauthoritiesgain or lose reserve cies rather than by monetary authorities and,
assetsand increaseor decreaseliabilities to other therefore,underthe conceptgoverning the Bern.
monetaryauthorities.The net changein a coun- stein method,constituteforeign investment.This
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transaction is consideredno different from the morethan one-half of the averagedifferencebe.
prepaymentswhich areconnectedwith commercial tween thetwo methods.
exports. When the goods,whether commercialor
military, are exported,therewill he a correspond. The salientarguments
ing reductionof foreign investment. The argumentsfor makingthe proposedchange

As maybe observedfromthe chart,coveringthe as well as for maintainingthe statusquo arenu-
6.yearperiodfrom 1959 to 1964, theU.S. incurred merous.Someflavor of thecontroversyis indicated
balanceof payments“deficits” in every year— by a presentationof what appearto be some of
whethercomputedby the presentor by the pro. the moresalient points,pro-”Bernstein”and pro-
posedmethod.In eachyear,however,the present “status quo”:
methodshoweda larger “deficit.” Accordingto the • Thosein favor of the proposedmethodargue
presentmethod,the annual“deficit” during these that its usewould constitutea more realistic re-
six years averaged$3.5 billion, $1 billion higher flection of the role played by the dollar in inter-
than the “deficit” measuredaccordingto the pro- national trade and finance. This argumentpro-
posed Bernstein committee method. Part of the ceedsfrom the theorythat foreign banksandbusi-
reasonfor this is quite obvious when the growth ness firms havedeliberatelyincreasedtheir hold.
of short-termclaims of foreign commercialbanks ings of dollar demanddepositsand other liquid
on the U.S. (the main reconcilingcategory [see claims becausethey are neededto carry on the
table,9bJ) is considered.During this 6-year pe- increasedvolume of transactionscalledfor by an
nod this categoryaveragedan increaseof nearly expandingworld economy.The proposedmethod
$600 million annually to accountfor somewhat recognizesthis intentionby calling theseaccumu-

lations “foreign investmentsin
the U.S.” and by placing them

U.S. balance of payments, 1959-64, “above the line.” In this way a

alternative measures of the deficit zero deficit can be consistent

Billions of with thecontinuedneedfor and
dollars growth of dollars in the hands

of private foreigners.
Underthecurrentmethodac-

cumulation of these dollars in
the hands of foreigners are
placed “below the line,” A zero
deficit, therefore,cannot occur
simultaneouslywith an increase
in dollar-holdingsabroadunless
thereis an offsetting increasein
U.S.-ownedreserves.Supporters

of thepresentmethodpoint out
that although private foreign
holdersof dollar balancesmay
need dollars for commercial
purposes;nevertheless,the ac-
cumulation of dollars,especial-
ly at therapidrateat which this
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hasoccurredin somerecentyears,poses a threat against countries whose currenciesmay not be
to thecontinuedconfidencein the dollar. And, say acceptablein settling international transactions,
the supportersof the currentmethod,the deficit whereasthis nation is pledgedto honorall dollar
shouldreflect this, claims which may be presentedat the established

• Those in favor of the proposedmethodargue gold exchangeprice.
that its adoptionwould eliminate the lackof sym- S An objection to the Bernstein method has
metry which now existsin thepresentmethodwith beenvoiced on thegroundsthatchangesin short-
respectto the treatmentof domesticand foreign term claimsof foreign commercialbanksareoften
short-term investments.As presently handled a greatly influenced by central bank policies and
rise in U.S. privateshort-terminvestmentsabroad thereforeshould remainas a categoryfinancing
is placed“above the line” (increasingthe deficit) the “deficit” (“below theline”) as is doneat pres-
while an increasein most foreign private short- ent ratherthan as is doneaccordingto the Bern.
term investmentsin the U.S. insteadof also being stein method— “above the line.” This argument
placed“abovethe line” (and reducingthe deficit) attacks the most quantitatively significant cate-
is placed “below the line” (as a categorywhich gory receiving different treatmentas betweenthe
explainshow the deficit was “financed”). Thus a two methodsfrom the vantagepoint of assuming,
common type of transactionsuchas a U.S. anda for the purposeof the argument,the validity of
foreignbankplacingdepositsof identicalamounts the “official settlements”concept.
in eachother’s bank for the convenienceof cus- Current method advocatesargue that the in-
tomerswould,of itself, add to a deficit in the U.S. fluence of a centralbankover the transactionsof
balanceof payments.Theproposedmethodwould private commercialbanks in the realm of liquid
place all private short-term transactions“above dollarclaimsis substantialin caseswherea central
the line.” bankeitherowns thecommercialbanksin acoun-

Backersof the presentmethodhowever,readily try or where it greatly influences them by means
admitsuchinconsistenciesin structure.Their j usti. of exchangecontrols and directives. Another
fication for the current asymmetricaltreatment, meansthat centralbankshaveof influencingcom-
though, rests in the belief that foreign official mercial bank behavior is through forward ex-
monetary authorities have a degreeof control changeoperations.Often a foreign central bank
over foreign assetsheld by their own citizens or a national treasury will induce commercial
— control which greatly exceedsthat which U.S. banks to hold liquid dollar assetsby offering the
monetary authorities exert over U.S. residents, local currencyat a favorablepricein exchangefor
U.S. authorities,thus, cannotcount on privately dollars at a futuredate. Forwardcommitmentsof
held foreign assetsto come to the rescueof the this type havebeenenteredinto relativelyheavily
dollar; but a foreign government,trying in a sim- from time to time by the U.S, Treasuryas well as
ilar situation to gain support for its currency, by foreign centralbanks.Thisstephasthe effectof
could.3 delaying a flow of dollars from foreign private

A further argumentin support of the current banksto foreigncentralbankstherebypostponing
asymmetricaltreatmentstemsfrom thebelief that a deteriorationof the “deficit” as measuredby
U.S. short-termclaims, to a greatextent,are held “official settlements.”

In rebuttal, advocatesof the Bernsteinmethod
‘~arlyin 1965 the Voluntary Credit Restraint Program discountthe importance,quantitatively,of the sit-

was inaugurated in an effort to slow down the pace of U.S.
investments abroad and thereby to reduce the size of the uatmonsinvolving direct controls.With respectto
• deficit.” The relatively high degree of success with which forward exchangeoperations, however, they ac~
thus program has met raises some doubts as to the sound-
ness of this position. knowledgetheinfluenceovera shortperiodof time
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of suchactions to delay the liquidation of private sion, a point which was emphaticallymadein the
dollar claims. They maintain, however, that the report of the Bernsteincommitteeand recognized
massivebuildup in short-termforeign bankdollar by the House Congressionalsub-committeeon
claims during the past six yearswas due princi. EconomicStatisticswhich recentlywent on record
pally to a genuineinflow of foreign capitalsuchas as recommendingpublishing of the two methods
that occasionedby the need for dollar working side-by-side,thatno onemethodor balanceof pay.
balancesin U.S. banks.Forwardexchangetransac- mentsfigure will adequatelyserveto representthe
lions havenot played as significant a role in this current position of the U.S., the extentof needed
long-termgrowth andsincethe two factorscannot remedialmeasures,or the types of governmental
be separated,it is more correctto placethis cate- correctivemeasureswhich shouldbeimposed.The
gory “above theline.” problem of measuringthe surplusor deficit, then,

is onewhich calls for the applicationof analytical
Not a mechanical problem techniquesratherthan the useof mechanicalpro-

The argumentspresentedpoint to the conclu- ceduresalone.

ost of the area’seconomicindicatorsat mid- authorizedduring Junewasup 40 percent from a
yearcontinuedat the highlevels setin latespring. year earlierwhile thenumberof singlehouseswas
Nonagricultural employment in all district states up less than 2 percent.
has beenhigh andunemploymentas a percentage A marked expansionhas also taken place in
of the labor force has been lower in the district the building of storesand other retail outlets. In
than in the nation.Retail sales,as measuredby de- thefirst six monthsof thisyear,thedollar amount
partmentstoresales,haveremainedhigh. Through- on contractsawardedwas up 75 per cent from
out July farm pricescontinuedat favorablelevels the comparable1964 figure. Factory construction,
relativeto a year earlier, which rose sharply in 1964, has continuedat a

Personalincomesat mid-year continuedto cx- high level this year.
pand from month- and year-earlier levels. An- Industrial production, as measuredby indus-
othersectorwhich hasshown improvementis con- trial use of electric power, dipped slightly from
struction. According to district building permit the high rate of expansionwhich took placedur-
data,the amountof residentialbuilding is expand. ing the winter and spring, but is still averaging
ing. Much of the activity is concentratedin the about6 percentoverthe year-earlierlevel.
erection of apartments: the number of units The improved level of pricesreceivedby farm-
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ers wasbolsteredprincipally by livestock prices, estate loans, a developmentthat apparently re-
Beef cattle pricesreceivedby farmersin the dis- flects addedstrengthin constructionactivity.
trict in mid-July averagedabout$3 percwt. above Investmentsat city banks, in part becauseof
those of mid-July 1964; hog prices, $7 to $8. an outflow of deposits,declined $6 million dur-
Milk prices also strengthenedbetweenmid-June ing July, about the same as in past years. The
andmid-July, and were also up from year-earlier combined effect of the changein loans and se-
levels. curity holdings wasa reductionin total city bank

Total depositsat district memberbanks were credit of $14 million.
down $33 million during July, considerablyless Loans at country memberbankscontinuedto
than a yearearlierbut aboutthesameas the aver- show substantialstrength during July. They in-
agedecline for the month in the past five years. creased$15 million, a gain that contrastsrather
Thedrop in total depositsconsistedof a $64 mil- sharply with July 1964’s declineof $15 million
lion fall in demanddeposits,a little more than and the averageJuly drop during the past five
usual; and a $31 million rise in time deposits,a years of $9 million. Investments,on the other
little strongerthanwhat ordinarily occurs. hand,fell $1 million; ordinarily, they registera

Sincethe first of the yearthe changein deposits small increaseduring July.
at district bankshas beenlittle different than the
changes recordedduring comparableperiods in

Cattle feedingthe two previousyears. continues below ‘1964

The /olkiwiri~selectedtopics describeparticular District cattle feederscontinue to operate at
levels under those of a yearearlier. In the four

aspectso/ the district’s current economicscene: full district statestherewere just under 750,000

headon feed at the beginningof July, 3 percent

District credit pattern mixed short of the total of ayear agO. The district count
compareswith a 9 per cent gain in the number

The usual mid-summer slump in outstanding of cattleon feedthroughoutthe32 major livestock
loanswasagainin evidenceduringJuly at weekly feedingstates.Montana,while accountingfor rel-
reporting city banks, though not at non-weekly atively few cattlein feed lots, wastheonly district
reporting country banks where expansion con- stateto show a gain over the year earlier with a
tinued as in every precedingmonth except Jan- 16 per cent increasein the headcount. Cattleon
uary at a relatively substantialclip, feed in Minnesotawere off 3 per cent from July

Outstandingloans at Ninth district city banks, 1, 1964; and in South Dakota,4 percent.
after swinging sharply upward during June,
droppedapproximately $8 million during July, TABLE I — CATTLE AND CALVES ON FEED,
slightly more than the decline that usually devel- BY QUARTERS
ops at that time of year. The drop in total loans (thousandsof head)

was spreadamongvirtually all categories— busi- July I April I July I

ness loans, security loans,and loans to nonbank 964 965 1965

financial institutions registereda “seasonal”de- Minnesota 371 451 360

dine, while “all other loans” (the largest corn- North Dakota 96 116 90
South Dakota 255 332 245

ponent of which is consumerinstallmentcredit) Montana 44 71 51

showed a somewhatlarger than usual drop-off. Total 766 970 746

The only categoryto mark a gain was thatof real 32 States 6,914 8,450 7,531
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The total number of animals placed on feed pounds,down 31 poundsfrom the June1964fig-
during the secondquarterwas up 2 per cent in ure. Cattle marketedduring June in ?~Iinnesota
the district from that period of a year earlier, a weredown 31 poundsperheadand60 poundsper
gain much smaller than the 24 percent increase headin SouthDakota.
in feed lot placementsexperiencedthroughoutthe The district’s 1965 calf crop is estimatedat 5.7
32-statecattle feedingarea. The lag in district million head,up 3 per cent from 1964 and well
placementspresumablyreflects feed shortagesin over the 5-million-head averageof the 1959-63
some areas,particularly South Dakotawhere sec- period. Someof the concernover the calf drop,
ond quarterplacements wereoff 13 percent.Pro- due to the severity of the past winter, was dis-
ducers in Minnesota and Montana appearedto pelledas eachdistrict state except Minnesota re-
be more able to take advantageof the current cordedrecord numbers.That the winter took its
favorable price prospectsand increasedsecond toll, however,is evidencedin the declinefrom pre-
quarterplacementsby 18 and40 percent respec- vious years in the percentageof calvesborn to
tively. The secondquartermovementinto North cows and heifers two years old and older. That
Dakota feed lots was off 10 per cent from the figure declinedfrom 92 per cent in 1964 to 90
previousyear. per cent in 1965 in Montana,andfrom 93 percent

Some of the beef cattle price advanceof last to 89 percentin SouthDakota. Over-all, the 1965
spring wasoffset by a considerabledeclinein dis- calf crop in the U.S. is virtually unchangedfrom
trict marketings.During the April through June thatof 1964.
period, marketingsweredown 14 percentfrom a
year earlier with declines ranging from 32 per
cent in North Dakotato 16 percentin Minnesota, TABLE 2 -~ CALVES BORN BEFORE JUNE 1
and to 7 and 6 per cent respectively in South AND THE NUMBER EXPECTED AFTER JUNE 1
Dakota and Montana. Thesefigures again corn-

(thousands of head)
pareunfavorablywith those for the 32’statearea 1959-63 1965 as a

where total marketingswere off only 2 per cent average 1964 1965 0/e of 1964

from the second quarter of 1964. The income ef- Minnesota 1.590 1,700 1,651 97
fect of higher priceswas further depressedby a North Dakota 891 1.021 1,050 103

South Dakota 1,458 1,653 1,762 107
markeddecline in the averageweight of cattle Montana 1,109 1,252 1,314 105
marketed.For all U.S. cattle slaughteredduring Total 5,048 5,626 5,777 103

June, the average weight per head was 1,052 48 States 40,193 42.919 43,049 100
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Economic

1. Soil improvement center established 3. Refinery completes expansion program

The Northern Plains Soil and Water Research NorthwesternRefining Companyhascompleted
Centerwas openedat Sidney, Montanain June. expansionof its refinery at St. Paul Park,Minne-
Administratedby the Northern PlainsBranchof sota,at a cost of more than $1 million. The new
the Soil and Water ConservationDivision, Agri. facilities raise the refinery’s daily crude capacity
cultural ResearchService, U.S. Department of from 16,000barrelsto 26,000 barrels.The work,
Agriculture, thecenterwill researchsoil andwater doneover a periodof two years,included rnodifi.
conservationpracticesin an area comprising 70 cationof thecatalyticcrackingunit, additionof an
million acres in easternMontana and parts of alkylation unit, andnewstoragetanks.
North Dakota,SouthDakota,andWyoming.

4. Contracts let for pipeline
Northern Natural Gas Companyhas awarded

2. Modernization underway at Rolla plant contractsfor constructionof a 270-mile pipeline
on the Upper Peninsula.The main pipeline will

Constructionis underwayon an $800,000mod. be laid from Carlton, Minnesota,through Negau.
ernizationandexpansionprogramof Turtle Moun- nec and Ishpeming,Michigan, to Marquette.A
tam Plantat Rolla, North Dakota.Theinstallation, branch line to the Keweenawpeninsulais sched-
operatedby Bulova Watch Companyfor the Germ- uled for next spring. Six iron ore plantsoperated
eral ServicesAdministration, is the nation’s lone by Cleveland-Cliffs Iron Company in Marquette
producerof jewel bearingsfor use in military County will begin using naturalgas in 1965 as
timing devices, well as the Michigan cities.


