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Greatenthusiasmprevailed in the statesborder- cial interc~-iin the Ninth FederalReservedistrict
ing theGreatLakeswhen theSt. LawrenceSeaway is the changewhich hastakenplace in the move-
was openedto traffic on April 25, 1959. Although ment of commoditiesthrough district ports.
a comparativelysmall tonnageof cargo had been Financially, the Seawayhas beenoniy a quali-
shipped in small vesselsbetweenthe Great 1~akes fled success.Revenueshavebeen less than antici-
and foreign ports since the days of early settle- patedand liquidation of indebtednessmay take a
ments, the completion of the 27-foot-depthchan- longer period thanwas originally scheduled.
net from LakeOntarioto Montrealopened,for the
first time, the Great Lakes’ regionaleconomyto Tonnage on the Seaway
world-wide marketsby a direct ocean transporta- BeforetheSeawaywasopened,theUnited States
tion route. and Canadiantoll committeesprojectedthe cargo

Tonnageof cargocarried Ofl theSeawayduring tonnageto reach33 million tons by 1961 and 50
the first sevennavigation seasonsfell substantially million tons by 1968. Traffic on the St. Lawrence
below the projections on anticipatedtraffic made River betweenLakeOntarioand Muntreal, consist-
during the planningstageeventhoughit rosesig. ing mainly of St. Lawrencecanal vessels with a
nificantly each year following the second. This maximum draft of 14 feet, had reached13.5 mu-
latter developmenthasjustified optimism at Great lion tons in 1956; then it declinedsomewhatdur-
Lakesports to such an extent that new facilities ing the two shippingseasonsimmediately preced-
arebeing constructedto handlelargervolumesof ing the opening of the Seaway.According to the
freight in the future. growth in the annual tonnage on the Seaway

Growing use of the Seaway, as evidencedby through1964,as measuredby the volume passing
growing tonnage figures, is gradually changing through the 27-foot channel from Lake Ontario
the routeof the flow of commercebetweenUnited to Montreal where the tolls arc collected at the
States,Canadian,and otherforeign ports. Of spe- locks, the total may reachthe 50-million-ton pro.
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jection a few yearslaterthan anticipated.ln 1961 pulpwood,polesand logs, woodpulp,wastepaper,
tonnage totaled 23.4 million, nearly one-third iron andsteel,scrapand pig iron.1 Generalcargo
short of the projectedfigure, but it increasedin includedmostly cratedgoods, including machines
each successiveyear from 9 per cent to 27 per and equipment,requiring specialhandling— car-
cent annually. NearI~’double the tonnageof the goes which comprisedannually only from 9 per

first year t20.4 million tons) wascarriedthrough cent to 11 percent of the total tonnage.
the locks in 1964 (39.3 million tons), the latest
completeseasonof record (Table 1) - In spite of Origin and destination
the late opening of the Seawayin 1965 due to the An examinationof the kinds of commodities
late hreak.up of ice on the lakes, the tonnage andof the growth in tonnageoriginatingat Great
shippedvia the Seaway by the end of S(’})t(’flhl)er Lakes ports, both in the United States and in
had set a new record, 3 per cent abovetlm(’ (‘OlTh Canada. revealsthe importanceof thisdirect ocean
parabletotal for 1964. route into the central North Americancontinent.

Types of cargo Exports. The products shipped from (;r(’~Lt

The commoditiesshipped over this new water Lakesportsduring the first six years of complete
routehavebeenlargely of the bulk type — princi. record, both from the lJnited States and from
pally grain and iron ore— as were thoseshipped Canada,were mainly agriculturalproducts— prin.
on the St. LawrencebeforetheSeawaywasopened. cipally grain plus a small quantity of animal
Since most Great Lakesports, in preparationfor products (Chart 1). Grain and grain products
the increasedtonnage,were equippedto handle rangedfrom 70 per cent in 1961 to 81 percent in
generalcargoaswell asbulk, port authoritieshave I 9(1 of the total downbound tonnage; animal
expresseddisappointmentwith regardto the small productsanother1.5 per centto 2.5 per cent. Most
volume of generalcargo transportedvia the Sea- of the remaining tonnageconsistedof manufac-
way particularly since its handling generates tured productsoriginatingat U. S. midwestports
more incomein a port areathan do bulk cargoes. and sousemine productssuch as coal originating

Bulk cargo, which canbe handledat relatively at the easternendof the GreatLakes region. The
small cost, averagedannually about 90 per cent kind of productsshippedfrom Great Lakesports
of the total tonnagecarriedon the Seawayfrom indicatesthat the Seaway route was utilized prin.
1959 through 1964. In additionto thelargequan. cipally to place midwestagriculture, in both the
tity of grain and iron ore, this type of cargo in- 1Tke toll committees established by the Seaway agencies

eluded other minerals,liquids (principally petro. of the United States and Canada have included domestic

leum, somegrease,tallow, lard, linseed oil, etc. package freight of each country under the bulk category for
the purposes of tolls.

TABLE 1 —ANNUAL TRAFFIC ON THE SEAWAY BY PRINCIPAL TYPES OF COMMODITIES, 1959-1964
(thousands of cargo tons)

Animal Mine Manufactures Forest Package
Years Grains Products Products and Misc, Products Freight Total

959 7,375.3 128.1 8,153.7 3,896.3 295.1 503.1 20351.7
1960 8,220.5 224.8 6,476.5 4,549.4 284.4 554,9 20,310.3
1961 10,674.3 277.2 6,089.9 5,553.9 206.3 616.1 23,417.7
962 11,333.8 307.4 8,190.0 4,887.9 252.4 622.2 25,593.6
963 13,814.0 404.9 10,307.8 5,551.4 310.7 554.1 30,942.9

1964 16,940.6 540.0 14,172.7 6,694.3 336.5 625.0 39309.0
1965* — — — — — — 29,900.0

1K rough September.
Source: For years 1959-1962, St. Lawrence Seaway Development Corporation Annual Reports; for years 1963 and 1964,

Traffk Report of the St. Lawrence Seaway. 963, p. 23 and 1964, p. 23.
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UnitedStatesandCanada,in a bettercompetitive into three meaningful geographic regions: the
position in world grainmarkets.Theexportbreak- easterncoastof the United States,easternCanada,
down indicates, however, that manufacturersin and overseascountries.
theGreatLakesregiondid not utilize the routeas From the Ira h’eil ,Sioit’.c. Only a small part
anaid in openingup new foreignmarketsfor their of thecargooriginatingat U. S. GreatLakesports
products. was shippedto the easternports of the nation —

The tonnagegrowth that took placeduring the 24,600tonsin 1959, risingto 94,900tonsin 1962,
first six navigation seasonsof complete record andagaindeclining in subsequentyears.The prin.
indicates in some measurethe benefit that the cipal commodities shipped were petroleum pro-
Seawayroutehadprincipally on agriculturein the ducts and industrial chemicals. No grain, grain
Great Lakes region. For midwest agricultural products,or otheragriculturalproductswereship.
products,thisoceanroutealsochangedtherelative ped following the 1960 establishmentby railroads
importanceof the cargo destinationswhich fall of lower export-importratesto coastalports.

Mostof the cargowas consignedeitherto over-Chart I — Tonnage of the two principo) seas countries or to easternCanada.The largest
products downbound on St. Lawrence tonnage was shipped overseas, and this amount
Seaway from U. S. and Canadian ports, increased annually with the exception of oneyear,
1959 and 1 6 - 1963,when therewas a marked decreasein grain

shipments. In all, from 1959 through 1964, the
total tonnageof overseasconsignedcargoesdou-
bled,rising from 2,759,000tonsto 5,609,000tons,
Principal commodities shipped were grain and
some wheat flour; and, although there was con-
siderable fluctuation in the annual tonnage of
grain shippeddueboth to the cropsharvestedin
the GreatLakesregion and to the demandin for-
eign countries, this tonnage nearly doubled be.
tween 1959 and 1964. A small tonnageof animal
products,mostly edible packing house products,
was shipped,reachingnearly500,000tons in 1964.
Industrial productsshippedto overseascountries,
consistingchiefly of iron andsteelscrapandmanu-
factured iron and steel, ranged in volume from
less than 500,000tons in 1959 to almost2 million
tons in 1961. Small tonnagesof food products,
machinery, chemicals, and petroleum products
were shipped annually. Shipmentsalso included
smallquantitiesof mine products(clay, bentonite,
and coke), in no year totaling much over 100,000
tons.

A substantial tonnage. although less than to
overseascountries,was shippedto easternCanada.
Much of this cargo,againprincipally grain, was

trans-shippedfrom open water ports to overseas



countriesduring the winter seasonwhen the St. coke, andmeal.The principalmanufacturedgoods
LawrenceSeawaywas closed.Less than 1 million exportedwere iron and steel scrap and iron and
tons (856,000)of grain were shippedin 1959.but steel products.Other goodsincluded a small ton-
as additional terminal storagefacilities at ocean nage of chemicals, synthetic rubber, and food
ports were completed,the tonnageincreasedrap. products.The highest annual amount of manu-
idly to reachnearly 3 million tons in 1964, 2 facturedgoodsexportedwas 579,000 tonsin 1960
million less than the quantity shippeddirectly to thus, indicating no growth in the export of
overseascountries. Mine products consisting of suchmerchandise,
coalandcokeanda smalltonnageof clay, benton-
ite, and salt aggregating838,000 tons in 1964, Imports. When the St. Lawrence Seaway
were alsoshippedto easternCanada.The amount openedGreat Lakesports to direct ocean trans.
of industrialproductsshippedwas insignificant— portation, it also openedthem to foreign produc-
the largesttotalbeing 84,300tons in 1964. ers. A situation of increased competition thus

~ (w,q’fc. Cargo originating at the Can- presenteditself, especially for producersof iron

adianGreat Lakesports was shippedalmost en- ore in the Lake Superiorregion who could con.
tirely to easternCanadaand to overseascountries, ceivably find themselvescompetingin the lower-

only a very small amount to the easternUnited lake ore markets not only with easternCanada
States. Following 1959, these U. S.-bound ship. but with overseascountries.
mentsconsistedalmost entirely of newsprint. Thatforeign ore did indeedflow in is evidenced

By far, the largest shipmentsfrom Canadian by the fact that the increaseof imports at both
Great Lakesports were to easternCanada.Since United States and CanadianGreat Lakes ports
the primary purposeof the Seaway for Canada via the Seawayover the six-year period of corn-
was to improve transportationbetween its Great plete record was mainly in mine products (Chart
Lakesandeasteristerminalports, thefactthat total 2). This with manufacturedgoods aggregated
tonnagerose rapidly from slightly over 4 million from 93 percent to 96 persentof thetotal annual
tons in 1959 to almost 10 million in 1964 is not tonnage.The remainderwas a small tonnageof
surprising. Grain, tnostlv wheat, constitutedover grain, animal products,forest products,and Can-
93 per cent of the total tonnagein 1964; the re- adianpackagefreight.
maining less than 7 per cent was made up of 7’o the lnhtesl ~tats’.~. Imports at (T, S. lower
manufacturedgoodsconsistingof petroleumpro- Great Lakes ports were mnainly iron ore from
ducts, chemicals,cement, tar-pitch, creosote,and eastern Canadain 1964 aggregating12,122,000
salt. A small tonnageof packagefreight was ship- tons. Othercommoditiesfrom easternCanadain-
ped from the CanadianGreatLakesports to east- cluded grain, sulphur, pulpwood, and mnanufac-
em Canadaaggregatingnearly 400,000 tons in Lured goods. The latter category consistedprin-
1964. cipally of newsprintand a lesserquantity of pig

The cargo originating at CanadianGreat Lakes iron and fuel oil. The tonnage,exclusiveof the
ports for shipment overseasgrew slowly in con- iron ore, totaled770,000in 1964.
trast to the volume shippedto eastern Canada. At U. S. Great Lakesports, the cargo originat.
The tonnage totaled 823,000 in 1959, rose to ing at overseasports grewslowly. The tonnagein
1,387,000 in 1960, and remained close to that 1959 totaled 1,053,000; in 1964, 2,051,000. The
volume in subsequentyears.Agricultural products bulk of the shipmentswere manufacturedgoods,
only slightly exceedthe volume of manufactured the principal itemns of which were iron and steel.
goods exported.In tonnage,wheat, the principal Each year a wide variety of items, constituting
commodity, was followed closely by soybeanoil, only a smalltonnage,were imported; for example,
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mineralproducts,principally aluminumore, alumni-
num ore concentrates,and sulphur, imported in
1964totaled214,000tons.Theimportationof iron
ore from overseascountriessuch as Venezuela,
Liberia, and Sweden,which had beenanticipated
when the Seawaywas opened,did not materialize.

Chart 2 — Tonnage of the two principal
products upbound on St. Lawrence Sea-
way to U. S. and Canadian ports, ‘1959
and 1964.

An insignificant tonnageof incoming cargo at
1. 5. Great Lakesports originatedon the eastern
coastof the UnitedStates.Shipmentsof petroleum
products,the only item transported,in 1963 and
1964 constituted58,0(X) and 54,000 tons respec-
tively.

Ta Canada. Imports at CanadianGreat Lakes
ports were much smaller than at U. S. ports. In
I ¶)59. the first year of St’awav operation,the ton-
miage wasslightly over4 million. Thetotaldeclined
in the subsequenttwo yearsand then roseagainto
reach3,530,000tonsin 1964.

By far, the largestCanadiantonnageup the St.
Lawrence Seaway originated in eastern Canada.
Such tonnageaggregated3,143,000 in 1959 but
was closerto 2 million in subsequentyears.Over
one-halfof the tonnagein 1963 and 1964consisted
of refined petroleumproducts;the secondlargest,
coal (389,000tons in 1964); anda small tonnage
of pulpwood.A declineoccurredin the shipment
of someproducts:iron oreshipmentsfell steadily
from 1,180,000tons in 1959 to 35,800 in 1964;
crudepetroleum,from I flI,00() tonsto none.Pack-
age freight aggregated214,000tons in 1959 and
230,000tons in 1964.

Imports at CanadianGreat Lakes ports from
overseascountriesin two yearsexceeded1 million
ton~-—I,174,O0Oin 1960 and 1,188,000in 1964.
Manufacturedproductswere the principal items
— refined petroleum products. iron and steel,
sugar, and some food products. In the mineral
category,shipmentsconsisted of small tonnages
of crudepetroleum,aluminumore, and aluminum
ore concentrates.

An insignificant volume of cargo destinedfor
CanadianGreatLakesports originatedat the U. S.
easternseaboard.For instance,in 1964 suchship-
mentsconsistedof 15,000tonsof refinedpetroleum
productsand6.700tonsof iron andsteelmanufac.
tured products.

Ninth district Seaway traffic

The openingof the Seawayhasbroughtchanges
in the movementof commoditiesthroughdistrict
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Great Lakes ports. Much of the surplus district Canadian commerce. Along with the in-
grain, for example, is now shipped directly to creasedexportsto overseascountries,the exports
overseasports.On the otherhand,the direct ocean from Duluth-Superiorto Canadianports on the
routeso far hasnot openedup export marketsfor Great Lakes and on the eastern seaboardalso
district manufacturersas was anticipated; and grew. In 1959, 1,711,000tons were exported to.
also the Seawayhas openedthe market for iron Canada,and this total rose to 2,930,000in 1960
ore at lower Great Lakesports, historically sup- and to 2,082,000in 1963.
plied from Ninth district iron ranges,to imports A portion of theseexportswas grain shippedto
from foreign deposits. easterti Canadianports for overseasshipments,

In the Ninth district, the overseasexports and the annualtonnageaggregatingconsiderablyless
importshavefunneledthroughthe port of Duluth- than 1 million with the exception of one year,
Superior,with the exception of iron ore pellets 1963,when it roseto 1.3 million. Othercommodi-
which were also shipped from Silver Bay and ties exportedto Canadahavebeeniron ore, iron
TaconiteHarbor beginmiing in 1961. ore concentrates,and somuecrude petroleum.

Overseas commerce. The opening of the imports from Canadawerevery small consist-
Seawayexpandeddirect overseasshipmentsfrom ing mostly of salt and woodplup.
the Duluth-Superiorport. According to the Sea- Intra-Great Lakes commerce. Shipments
way Port Authority of Duluth, exports rose from from the Duluth-Superior port to other Great
17,600tonsin 1958 to 1,981,000tons in 1959, the I~ake~ports declinedslightly with the opening of
first year of the Seawayoperation.In subsequent the St. LawrenceSeaway.Grain shipmentsto Buf-
years, exports gradually increased,reaching falo for rail shipmentto Baltimore, a traditional
3,222,000 tons in 1964. The largest volume of route, declined from approximately 2.5 million
exportsby far was grain. Eachyear a largenum- tons to about 2 million tons. In addition to grain,
ber of oceanvesselsarrived without cargo to load the principal commodity shipped out of Duluth-
grain for delivery at foreign ports (overseasship. Superiorto GreatLakesportshistoricallyhasbeen
ments of grain ranged from 1.2 million tons in iron ore and the annualtonnagehas varied sub-
1963 to 2.1 million tons in 1962 and 1964). To stantially. In 1957 the total rosenear the high for
date the volume exportedhas dependedlargely the l95O~to 16,593,000tons, but in 1962 it was
on the demandfor U. S. grains in overseascoun- down to i8,8Uft000 tons.
tries: the midwest has had a surplus supply of From the record, it is evident that the opening
grain each year. Also, a drouth in Europestimu- of the St. LawrenceSeawayhadsomeeffect on the
lated an unusualdemandfor U. S. grain in Europe tonnagetotals and types of commoditiesshipped
in 1959. through other Ninth (listrict ports. As the import

Imports receivedfrom overseascountriesat the of iron ore from easternCanadianports increased,
E)uluth-Superiorport continueto total far below the shipmsietits of Lake Superior ores declined.
the tonnage shipped out to those countries. Re- Now the demand for iron ore concentrateshas
ceiptsof overseastonnageprior to the openingof strengthenedandshipmentsfrom theLakeSuperior
the Seawaywasonly 2,700tons in 1957and3.800 regionwill increaseas new facilities are placed in
tons in 1958. This tonnage figure rose to 11,700 operationfor the mining and beneficiationof the
in 1959,the first year of Seawayoperation,and in abundantlow-gradeores.
subsequentyearsroses1ow1v reaching44.600tons
in 1964. The principal commoditiesreceivedfrom Seaway toll revenue and indebtedness
overseasports were iron andsteel, alurninumnores, TheSt. LawrenceSeawayDevelopmentCorpora.
food products,liquors, and wines. Lion was establishedby Congressto administerthe
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constructiomi and operatethe Seawayin coopera-
tion with the St. Lawrence Seaway Authority of
Canada,the comparableagencyestablishedby the
CanadianGovernment.The United States’ agency
wascreatedasaself-sustainingandself-liquidating
enterprise, and the construction of the United
States’ portion was financedby the proceedsfrom
revenuebondsissuedto the Secretaryof the U. S.
Treasury.The tolls chargedwere to be sufficient
to cover all operatingamid maintenancecosts, to
pay the intereston the bonds,and to repay the
principal within a period of 50 years.With the
deferred interest charges,the debt to both the
Canadianand United StatesGovernmentsat the
end of 1964 was over $460 niillion (Table 2 and
Chart 3).

An agreementwas enteredinto by the St. Law-
rence Seaway Development Corporation of the
United Statesand the St. LawrenceSeawayAuth-
ority of Canada,that, initially, toll revenuescol-
lected for passagethrough the Montreal-Lake
Ontario section would be divided in a ratio of 29
per cent to the Corporationand 71 percent to the
Authority. Thesepercentageswere basedon the
ratio of gross revenuethe two Seawayagencies
anticipatedthey would requireto pay for operation
and maintenanceexpenses,intereston bonds,and
repayment of bond principal. This division ef
revenuesappliedonly to a completetransitthrough In establishingthe rate for tolls, the toll com-
a1! sevenlocks in the Montreal-LakeOntariosec- mitteesof the two Seaway agenciesanticipateda
tion; for other transits,eachagencyreceivedtolls 10-year developmentalperiod extending to 1968
for transit through locks in its own country. during which interim the revenuesmight not be

TABLE 2 — ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATiON STATEMENT OF REVENUE,
EXPENSES,AND 1NDEBTEDNESS~*1959-1964.

(Selected items from “Statement of Finencal Condton’ end “Statement (f Revenue end Expenses)
Expenses

Imt.rest on
OperatIon$ Gan.ral Imutm.nt Net Lou Total Bend

Total Main- Adminis- of U. S. for Accumulated & Interest
Years Rs,enu. t.wice tr.tion D.prsclatlon Govt. Total ths Year Deficit Debt

959 $3204494 $ 690,067 $ 261,166 $ 744.578 $2604353 $4,300,164 $1,095,670 $ .095,670 $123,778,523
1960 3,115,040 887,026 337,874 1,135,548 4,129,179 6,489,627 3,374,587 4.470.257 28,899,467
1961 3,407,461 958,614 350,381 1,166,760 4,432,759 6,908,024 3,500,563 7,970,820 132,516,737
962 3,700,259 1,084740 370.732 1,215,164 4,550,655 7,221,291 3,521,032 11,491,852 135,492,392

1963 4,443,683 1,124,493 376,082 1,196,811 4,666,262 7,363,648 3,053,999 14,545,851 138,561,270
1964 5,591,401 1,251,250 400094 .672,593 4,792,257 8.116,194 2,519,176 7,065,027 40,379,662

~Unifod Sietes portion of Seaway.
Source: St. Lawrence Seaway D.v.Ioprn.nt Corporation Annual Reports.
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sufficient to meet all of theannualfinancial obliga- the projectionson tonnagemadeduring the plan-
tions. The “Memorandumof Agreement”madein ning stage of the project becauseduring the
1959provided for a review of tolls after five com- development period more obstacles have con-
plete seasonsof navigatiomi hadelapsed.Toll corn- fronted shipping on the Seaway than had been
mittees were appointed in 1963 in both Canada anticipated.While some difficulties remain, many
and in the United Statesand on the basisof the havebeensolved.
review, they recommendedto their respectivegov. The biggestphysicalobstacleto expandedtraffic
ernmentsthat the scheduleof tolls in effect be was the shallow depthof connectingchannelsand
extended liv two years, to the end of the 1966 of someGreatLakesports.The deepeningof con-
navigation season. At the end of the two-year necting channelsnear Detroit and at Sault Ste.
extension,the toll revenuesagainwill be reviewed Marie was completedin 1962 and thedredgingof
in relation to the financial requirementsof the a mnajority of ports to the 27-foot depthnecessary
two Seawayentities, to accommodatelarger vesselswas finished in

The St.LawrenceSeawayDevelopmncntCorpora- 1964. Bulk cargo shippershave benefited most
tion, theU. S. entity, expectedto meetall operating from the uniform 27-foot depth throughout the
and maintenanceexpensesbut not all interestdue Great Lakes. Grain boats can now take on larger
on bondsduring the first five yearsof operation. loadsat lake ports and then top-outwith lessaddi-
It was anticipatedby 1968that therevenueswould tional grain at lower St. Lawrence River ports.
be sufficient to pay the interest that had beende- Doublehandlingof grain is reduced,andrateson
ferredand in the remaining40 yearsliquidate the the GreatLakesarebeginningto reflectthe saving.
indebtedness. Competition from competing transportation

The toll revenuesaccruingto the St. Lawrence mediahasbeenstiff and ratesbetweenthesemedia
SeawayDevelopmentCorporationin the first six are now appearingin the differentials of costs.
years of operationhave been sufficient to cover Competition has comeprincipally from railroads,
all operatingand maintenanceexpenses,general barge lines, and Atlantic and Gulf Coast ports.
administration,depreciationcharges,and part of Railroadsin 1959 establishedlower export.import
the interestdue on the indebtedness.The annual rateson profitablelong-haultraffic to coastalports
deficit in meeting all financial obligations rose but did not reduce rateson short hauls to Great
from $1,095,000in 1959 to $3,521,000in 1962. Lakesports.The ratestructure,however,is gradu-
Beginning in 1963, the deficit declined and in ally being equalized.A few westernrailroadshave
1964, it was down to $2,519,000.Theaccumulated establishedlower export-import rates to Great
deficit at the endof 1964 was$17,065,000raising Lakes ports and the Chicago and North Western
thetotal indebtednessto the United StatesGovern- hasbeenactivein seekingnew traffic for theGreat
ment from $123.9 million in 1959 to $140.4mil- Lakesports it serves.Bargelines establishedlower
lion. ‘l’hus, revenuesfrom the tolls assessedmay ratesafter the Seawaywas openedandhavetaken
not be sufficient to liquidate, within a period of somepotentialcargo from the Seaway,principally
50 yearsas was scheduled,the cost of the Seaway grain produced west of the Mississippi River.
construction and the deferred interest charges. Theserates, too, are being stabilized.
The toll collections have covered operatingex- Shippershavecomplainedaboutpoor serviceat
pensesbut only a part of the interestandprincipal GreatLakesports, but it is improving. Stevedor-
paymentsdueon the debt up to this time. ing. while not yet up to coastalport standards,is

- getting better. Nearly all ships handling general
General evaluation cargo on the Seaway now operateunder uniform

The traffic on the Seawayroute hasfallen below conferenceratesand shippersface lessbargaining
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over oceanrates.At the principalports, ships run That the Seawayroute is partially fulfillimig the
closerto schedulewith fewer costly delaysas cap- original objective is evident by observing the
tains have gained experience in navigating the growth of Canadiantraffic. As indicated, the Can-
Seaway’snarrow channelsand tricky currents. adian purpose in constructing the Seaway was

Port cities are competingfor both generaland to improve transportationbetween Great Lakes
bulk cargo and are building new facilities and ports and easterncoast ports— and, indeed, the
allocating funds for promotional activities. For tonnagebetween theseports has riseti materially.
instance, a new 5-million-bushel grain elevator In the United Statesthe objective wasto provide
recentlywascompletedat Superior,Wisconsin. a better link for mid-continentalagriculture amid

The tonnageon the Seawayin recentyears has industry with overseasmarkets. The Seawayhas
beendepressedas a result of a shift in the source provided an improvedoutlet for midwestagricul-
of industrial raw materials. The importation of tural graimi; and althoughit hasnot proven to be
eastern Canadian iron ore has lagged as steel an outlet for industrial products, it has opened
producershaveturnedto a wider useof low-grade the midwest industrial region to foreign raw
concentratedore from the Lake Superior region materialswhich will be needed in ever larger
which reaches mills in the lower Great Lakes quantitiesin the future.
region without going through the Seaway.While Although theproblem of liquidating the indeht-
detrimentalto greaterutilization of the Seaway, ednessincurred by Canadaand the United States
this development,of course,hasstimulatedgreater within theoriginally planned50 yearsstill persists,
activity in the ore mining regions of the Ninth accordingto the growth figureson annualtonnage
district. Furthermore,a reduction in oceanship- the Seaway,over a longerperiod of time, may yet
ping rateshasmadeit morepracticalto continue proveto be the soundfinancial adventureorigin-
the shipmentof ore from overseascountries to ally projected.
easternsteel mills through Atlantic ports instead
of throughthe Seaway. —OSCAR I”. LITTERER

conditions...
Business activity in the Ninth district continued the forward push, with nonagricultural employ-
its favorableupwardtrend during the third quar- ment averagingan annual growth rateof 2.6 per
ter of 1965— much as it has beentrending since cent. The level of help wantedadvertising in the
the first of the year.District industrialproduction district rosesharply during the first eightmonths.
as measuredby the indexesof industrial use of indicating a brisk demandfor labor. Part of the
electric power and of production worker man- employmentgain canbe attributedto construction
hours advancedstrongly in eachof the first eight activity in the taconite industry. As might be
months. expectedfrom observationof industrialproduction

Employment gains, too, were consistent with and eniploytnent records,the district unemploy-
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ment rate droppedsubstantially: it averagedbe. cashmarketingreceipts,displayedsigniticant im-
tween 3.7 and 4.2 per cent during the first eight provement. During the first eight months of the
monthsof the year,a somewhatbetter recordthan year cashreceiptstotaled$2.16billion, 6 percent
that recordedfor the nation. The betterrecord is abovethe correspondingperiodof 1964. Sharply
due in part. however,to a sluggishrate of growt’h higher livestock receiptsaccountedfor the entire
in the district’s labor force. gain; crop receiptschangedlittle. A largepart of

Another imidication of brisk economicactivity this differencecanbe attributedto changingprice
is the high level of district bank debits, which levels: livestock and livestock producepriceswere
increasedsince the first of the year at an annual well aheadof pricesa year earlier throughoutthe
rate in the order of 10 per cent. Retail sales,too, first threequartersof theyear andprovidedmajor
expamicled, reflecting a higher level of consumer strengthto the farm economy.Crop pricesexhib-
incomesandspending (as indicatedby the debits ited mixed trends,but were generally below those
figures) and a significant increase in consumer of 1964.
credit use.

Measured liv the statistics on employment iii The Jollowin.g selectedtopics describeparticular
construction, it is estimated that construction aspectsof the district’s current economicscene:
activity may have increasedapproximately5 per
centduring the first eight monthsof 1965.This is Bank loans advance
in line with the high volume of constructioncon- Outstandingloans at district member banks
tract awardslet during the previousyear. During roseat an above-seasonalpaceduring 1965’sthird
P)63. thus far, however,contractawardsand new quarterand into thefirst part of October.Country
building permits have fallen off somewhat and banksprovidedmostof the impetus:loansroseat
this may laterbe reflectedin reducedconstruction $61 million in the July.Septemberperiod, nearly
activity, doublethe advancemadeduringthe samequarter

Ninth district member banks experiencedan in 1964. Loans at city banks were up only $6
unusually heavy loan expansionduring the first million, not markedly different from the seasonal
half of theyear. Outstandingloans(not seasonally pattern.
adjusted) rose9 percent during this period corn- In the first two weeksof October,country bank
pared with a 5 Jier cent advanceduring the corn- loans were up $6 million, about normal for the
parable period of 1964. This relatively larger period. Data coveringthreeweeksin October for
expansionwasprimarily theresult of an unusually city banks indicate a $31 million expansion in
sharpupsurgeat city banksin businessloans,and, outstandingloans—aperiodwhich ordinarilypro-
to a lesserextent, in consumerloans. ‘I’he heavier ducesonly a slight increment.Businessloans and
dependenceof businessmenon external financing consumerloansaccountedfor most of the October
and the step-upin consumerpurchasesof durable advance—~ the latter, perhaps,reflecting the intro-
goodswerethemajor factorsbehindthesechanges. duction andbrisk salesof 1966model automobiles.
During the third quartermemberbank loanscon- Deposit inflow at district country banks was
tinued to rise at an above-seasonalpace.Unlike unusuallyheavyduringthe third quarter.Demand
the first half of the year, however,country banks depositsrose582 million, slightly abovethe usual
provided most of the push: loans advancedby advance for the 3-month period; time deposit
nearly twice as much as comparedwith the third inflow totaled $84 million, double the normal
quarter of 1964 City bank loans registeredonly expansion for the July-Septemberspan. Deposit
a mild rise, inflow at city banksduring the third quarterwas

The income of district farmers. as reflected in somewhatbelow averagefor the period.
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Industrial activity strong primarily during the latter part of the second

Industrial activity in the Ninth district main- quarter andduring July and August. Cash farm
tameda strongpostureduringthe summermonths receiptsduring the first quarter of 1965 lagged
and into the early fall. Comparedwith 1964, two thoseof 1964’ by about 4 per cent. By the end of
indexes, those measuring the industrial use of June1965 receiptsmoved nearly2 per cent ahead
electricpower and productionworker manhours, of a year earlierand the July and Augustreceipts
registeredsignificant gains in each one of the pushedthetotal to the6 percentgain.
first eight months. DISTRICT CASH FARM RECEIPTS,

In Augustthe indexof industrialuse of electric JANUARY-JUNE
power reacheda seasonallyadjustedlevel of 167 1964 1965 % change(millions) 1964 to 1965
(1957.59=100),9 percent,abovethe year-earlier Minnesota

level and the largest year.to-year gain recorded Crops $ 247 $ 255 + 4Uvestoct 675 727 + 8
for 1965 (the smallestwas June’s3.3 per cent). Total 922 983 + 7

Montana
Further, most of the major componentsof the Crops 98 91 — 7
index indicatedgainssimilar to that of the whole. Livestock 83 86 + 4

Total 181 178 2
The leading component,nonelectricalmachinery, North Dakota
was up 21 percent; the lowest, food and kindred Crops 217 246 +13

Livestock 119 122 + 3
products, showed only little improvement over TOte 336 368 +10
August 1964. South Dakota

Crops Ill 93 —20
Also in Augustthe index of productionworker Livestock 312 340 + 9

manhoursregisteredat a seasonallyadjustedlevel Total 429 433 + I
Ninth district

of 107 (1957-59=100)- The correspondingindex Crops 697 694 0
for thenation registeredat 108 for the sameperiod. Livestock 1,351 $474 + 9

Total 2,048 2,168 + 6
The industry breakdownof manhourswas similar United States
to that of the power index with the machinery Crops 8,330 8.509 + 2

Livestock 12,658 $3,610 + 8
componenthere registeringthe largestgains,and Total 20,987 22,119 + 5
food andkindred productsagain remainingmore ‘Includes 26 counties in Wisconsin end all of Upper

Michigan.or lessstatic. -

Sharply higher livestock receipts during the
Farm receipts up first eight monthsof the year accountedfor the

Cash receipts from the marketing for district entire gain in the total figures. Those receipts,
farm output during the first eight months shot which totaled $13 billion at the end of August,
aheadof the paceset in 1964. Receiptsthrough were up 9 percent from 1964. All of the district
August totaled $2.16 billion, up 6 per cent from statessharedin thegaimi in livestock receiptswith
the sameperiodof 1964,andthe highest8-month relativeincreasesrangingfrom 9 percent in South
total registeredover the past 10 years.As shown Dakota to 3 per cent in North Dakota. Gains in
in the table,gains in income,as estimatedby time livestock receipts in Minnesota and Montana for
U. S. Departmentof Agriculture, weregreatestin theJanuary-Augustperiodamountedto 8 percent
North Dakota and Minnesota; South Dakota and 4 per cent respectively.
registeredonly a slight increase;Montana regis. District crop receipts were about evemi with
tered lower. Too, the relative improvement in those of 1964on the January-Augustcomparison,
district agricultural income is shownas somewhat reflecting for the most part, the impact of market-
strongerthan that occurring throughoutthe U. S. ings of the drouth-ridden1964 crop more than

The advancein district farm receipts came that of this year’s good one. South Dakotaand

12 MONTHLY REVIEW



Montanaregistereddecreasesof 20 percent and TABLE 1 CATTLE AND CALVES ON FEED,
7 percent respectively in crop receipts over the OCTOBER 1

1965 ci a8month period, Minnesotaand North Dakotain- $964 I965 % of p964
creases of 4 percent and 13 percent respectively. (thousend head)

Minnesota 301 30$ 00
South Dakota 196 225 $15
North Dakota 85 72 85Livestock feeding continues low Montana 50 48 96
4 States 632 646 102

Except for one state, district livestock feeders 32 State~’ 6,908 7359 $07
continuedreducedfeedingpatternsof the previous ‘Major cattle end côlf feeding states,
year as the fall of 1965 began,accordingto U. S. TABLE 2 — NUMBER OF HOGS ON FARMS,
Departmentof Agriculture reports. The October OCTOBER 1
1 inventory of cattleand calveson feed indicated 1965 as a

a district increaseonly 2 percentoverthe number 964 965 % of $964Minnesota 3,426 2,828 83
reportedOctober 1, 1964. For South Dakota, one South Dakota 1,838 1.58$ 86

of the district’s two mostimportantfeedingstates, ID States~ 42,555 37,128 87* M~~c,:rhog producing states.
the increasewas15 per cent; for Minnesota,the
other state, feeding operations remained static. total numberof hogson farms in Minnesotaand
Declines were reported for North Dakota and South Dakota, the only district statesincluded in
Montana (Table 1). thesurvey,were down from theyearearlier (Table

For the 32 major feeding statesin the United 2 I. In South Dakota the 14 percent cutbackap-
States, the reported increasein livestock feeding plied equally to bothbreedingstock and market
was 7 per cent. hogs, but in Minnesotathe number of hogs for

Fed cattle marketingsfor the district in 1965 breedingwas down only 6 percent as compared
are expectedto fall 3 per cent short of the 1964 to the drop in the numberof hogs for marketing
total numberwhile total marketingsin the entire which wasdown 17 percent.

feed belt are expected to exceed those of 1964 The total July-Septemberpig crop in the ten
by 3 percent, major producing stateswas down 13 per cent

According to the October 1. inventory, district from the year earlier; the number for breeding
farmers continued to reduce hog numbers.The purposes,4 percent.
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A new servicefor member banks

For severalyears the FederalReserveDank of Another problem of comparisonamong banks
Minneapolis has calculated selected operating is the arbitrary nature of the assetmix assigned
ratios for memberbanksand has publishedaver- to different sources’of funds. It is not uncommnomi
agesof these ratios for banks in various size for a banker in calculating the profitability of
categories.By comparingtheseratios for his hank time deposits,for example,to attributemortgages
with the averageratios for his size group, an or municipal bonds or someother ass(’ts to time
individual bankerhas beenbetterable to under- deposits in predetermnimiedproportions. Yet, the
standwhy hisbankearnsmoreor lessthan others. bankacrossthe streetmight simply attribute the
But the valueof the operatingratios studyas an same assetmix to every source of funds. Were
explanationof differencesin profitability among these bankers to compare profits on the time.

banks is quite limited for a number of reasons. depositbusinessthey might find differenceswhere
Overall bank profits are the sum of the profits in fact none exist.

or deficits realizedby eachdepartment(or func- in view of theseand other cost analysisprob-
tion) of the bankand the operatingratios study lems, the Federal ReserveDank of Minneapolis
does not measuredepartmental I or functional) hasannounceda newserviceto the memberbanks,
income and expense. And even where overall the “Functional Cost Analysis Program,” which
(rather than departmnental)performanceis the will vastly enlarge the information available to
major concern of the banker,he would prefer to the individual memberbanker for comparinghis
comparehis bank with other banksnot only of functional income andexpensewith the functional
the same size but also with approximately the incomeandexpensein other banksof comparable
sameproportion of time depositssince this pro. Junctionsire.
portion has an important bearing on earning
capacity. The operating ratios study provides Computer processed
groupaveragesof ratios for banksof similar total Eachmemberbank participating in the Func.
depositsize, but not necessarilyof similar deposit tional Cost Analysis Program will supply the
mix. FederalReservebank with income and expense

Meaningfulcomparisonsof departmentalprofit- data, certain item counts, and assetand liability
ability among banks are virtually impossible averages,all on forms designedby the Federal
becauseof differencesamong banks in the way Reservebankto promote uniformity of reporting
they allocateincomeandexpense.Thus, two banks among banks, This data will then be processed
identical in all respects including departmental by a computerwhich will print out a different
profitability might nevertheless independently report for eachparticipatingbank.The 25 tables
gathercostfigureswhich indicateotherwisesimply included in this reportcomparevariousaspectsof
becauseonebankestimatedX per centof the rent the individual banks operating experience,by
should be charged to a particular department function, with the averageexperienceof a group
while the other bank estimatedY percent of the of participating banks selected by the computer
rent should be chargedto that department.Such for similarity of function size. A degreeof corn-
estimatesare to somedegreearbitrary and hence parability will be achievedwhich hasneverbefore
can invalidate functionalcost comparisonsamong been available to the banker seeking a “bench.
banks. niark” for assessinghis operations.
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Other featuresof the FunctionalCost Analysis Confidentiality to be maintained
Programwhich add comparabilityamongpartici- Another feature of the program which may
pating banksinclude uniform “assetmix” alloca- appealto the participatingbankeris the fact that
tions to different sourcesof funds and uniform thefigures hereportsto the FederalReservebank,
methods for allocating indirect or “overhead” although they will be addedto figures reported
type expense.Allowancesare also madefor book- by other participatingbanks for the purposeof
keeping practices which represent differences calculatinggroupaverages,will be strictly con/i-
amongbanks in form but not in substance. dentin!. Participationin the Functional Cost An.

Costs and income are allocated among loans aly is Program will in no way conflict with a
and investments,demandand time deposits.trust banker’sdeterminationto keep the affairs of his
andsafekeepingdepartments.The loan function is bankconfidential.Not the least item of appeal, is
further broken into installment, real estate’, and that this service will be provided by the Federal
others; demanddeposits into regular and special ReserveBank of Minneapolis, as an additional
checking accounts. servicewithout costto its memberbanks.

The FumictionalCost Analysis Programis being The Presidentof the FederalReserveBank of
offeredto memberbanksin the Boston,New York, Minneapolishas already written to every member
Philadelphia. Cleveland, Chicago, St. Louis, and bank in the Ninth district calling attention to the
San FranciscoFederalReservedistricts. An inch- value of the programand announcingits avail-
vidual participatingmemberbanker in the Ninth ability for usein assessing1965 operationsat the
district will receive a report comparinghis bank memberbanks.Meetings will be held by the Fed-
with a group of comparablebanksselectedfrom eral Reservebank throughout the Ninth district
Ninth district participants, whenever possible. in late 1965 amid early 1966 for the purposeof

Where too few comparablebanks are available explainingthe programto representativesof mern-
within the district to constitutean adequatecorn- her banks and to provide them with forms for
parison group, comparableparticipating banks reportingnecessarydata.
from outsidethe district will be usedfor the aver- The FederalReservebank is a miatural agency
ages against which the individual banker will to provide this servicewhich requiresa uniformity
measure his functional performance. Since the of reporting and a degree of participation (to
Ninth district includes few very largebanks,large provide “benchmarkaverages”)among banksnot
district bankswho participate will be compared otherwiseavailableto the banker.In thosedistricts
with a group of comparablelarge banksselected where the service has been available,its usehas
from any or all districts where the Functional been an invaluabletool to the performance-con-
Cost Analysis Program is offered. sciousbanker.
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Economic

1. Photographic firm schedules expansion 3. Water research facility for Duluth
Constructionhasbeenscheduledfor a 135,000- Constructionof a $2.5 million national water

square-footadditionto theheadquartersandmain quality standardslaboratory is underway in Du-
factory of Pako Corporation in Golden Valley, luth, Minn. Thefacility, oneof two nationalinstal-
Minn. The $1 million project,expandingfacilities lations, will be concernedwith the study of fresh
of thephotographicequipmentfirm by 70 percent, water; anotheron the eastcoastwill be built for
is slated for completion by October 1966. the study of salt water. When completed, the

Duluth laboratorywill employ about135 scientists.

4. Taconite equipment plant planned
2. Ground broken for shopping center AmericanBrake ShoeCo. hasannouncedplans

Groundwasbrokenthis fall for a new$4 million to establisha $3.2 million plant at Two Harbors,
shoppingcenter in the Burnsville-Eaganarea on Minn., for the manufactureof castingsfor taconite
the southbank of the Minnesota River. The new mining machinery.According to plansannounced
development— “Ceclarvale”— will include 400,- in October,the facility will occupylandsandbuild-
000 squarefeet of store space,andwill featurean ings of the Duluth, Mesabi& Iron RangeRailway,
air conditioned mall linking the stores.All struc- and at peak capacity, will employ about 200
tureswill be of contemporarydesign. persons.


