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Timber resources of the
Ninth district West

The Ninth district’s West contains some 16 Black Hills is twice that in easternMontanaand
million acres of forest—a big woodyarci, indeed, about80 percent of that west of the Continental
Yet while the quantity of timber physically avail- Divide in ~\iontana.Therealso may be an addi-
able for processingfrom this vast acreageis ex- tional 1 to 2 billion cubic feet of deadstanding
tremely large, much of it was by-passedas com-
mercially unattractiveduring the early decadesof Chart 1 —Disfribution of commercial forest
this century,when the nation’s lumber industry land in Montana and the Black Hills
gradually shifted to the Pacific Northwest. In re-
centyears the district’s timber resourcehas taken
on increasedimportance,as is documentedby the
industrial expansionthat has occurredhere.Fac-
tors underlyingtheserecentchangesindicatethat
further expansionpossibilitiesexist. This article
examinesthe region’s forest resourceand its Ca-
pacity to support addedindustrial activity.

PHYSICAL DIMENSIONS OF THE
TIMBER RESOURCE
Major species and their occurrence

The geographicdistribution of commercialfor-
est land in Montanaand the Black Hills is por-
trayed in Chart 1. Within a general setting of
semi-arid,treelessplainsandfoothills, thedistrict’s
westernforest land occurs on elevated,mountain-
ous sites or in the moistervalleys of the extreme
west.The nearly16 million acresis stockedalmost
entirely with western softwoodsof five principal
species:ponderosapine, lodgepolepine, Douglas-
fir, westernlarchand Engelmannspruce.

In total, standsof thesesoftwoodsin thewestern
Ninth district containedan estimated 17 billion
cubic feetof wood at the beginningof 1953.Over
half the measuredvolume lies west of the Conti-
nental Divide in Montana, where, as Table 1
shows, Douglas-fir and larch are the leading
species.Volume honors in easternMontanago to
lodgepolepine.The stock of ponderosapine in the
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timberthat could be salvagedfor someuses,most
of it inwesternMontana.

In terms of quality, the larger, more readily
marketable volumes of timber are concentrated
moreheavily to the west than the dataof Table 1
indicate. Sometwo-thirds of total sawtimber’vol-
ume is found in western Montana, while only
slightly more than half the total timber volume
occurs there. Not only averagelog size but also
averagelog quality is greaterin westernMontana
than in easternMontana.

Growth and drain

While standingvolumesof timber areonemeas-
ureof the sizeof thetimber resource,growthrates

1 Esfimafed recoverable lumber volume in trees II inches
and larger in diameter at breast height.



and ratesof cuttingare perhapsmore significant
measures.Let us seewhat the magnitudeof this
forest “turnover” has been in recentyears.

As shown in Table 1, the timber stock in the
westernNinth district, consistingof morethanhalf
a billion live trees larger than5 inchesin diam-
eter,currently storesan estimated17 billion cubic
feet of potentially merchantablewood.Some316
million cubic feet wereaddedby naturalgrowth
to our district’s basicstock during the surveyyear
1952—a 2 per cent accumulation.At the same
time, other natural factors have been and are
eating away at the wood inventory continually.
During 1952. mortality through natural forces
claimed126 million cubic feet,or somethingunder
1 percent.

The year 1952,however,was a particularlybad
year for insect loss. Normal mortality would be
closer to 53 million cubic feet annually, or less
than one-thirdof 1 per cent. Sincethis deduction
from timber inventoryvaries from year to year,
the balancebetweenwhat is addedby growth and
what is trimmedaway by naturalforcesmay vary
also; in 1952, the estimatednet additionwas 190
million cubic feet.

Man,of course,takeshis timber supplyfrom the
forest, andas he doesso, he necessarilyaltersthe
naturalbalance—notonly thestock and the drain,
hut also the growth. In 1952, some 125 million

cubic feet of wood were cut from the forests of
thedistrict.

During that year, then, given all the factors
adding to and depleting the stock, our total in-
ventoryof live wood showeda net gain of about
65 million cubic feet, or less than one-half of 1
per cent.

Sustainable yield possibilities today
Current growth rates, however, are not neces-

sarily a valid measureof the rateof timber harvest
that canbe kept up indefinitely—that is, the “sus-
tainableyield.” An overinatureforest, for example,
may havea very low annualgrowth of new wood,
but its growth possibilitieswitha betterbalanceof
treesizesmight be quite high. Sustainableyield is
thusdependenton the inherentproductivityof the
forest land and the efforLs applied in managing
the forest.

TABLE I—DISTRIBUTION OF SOFTWOOD TIM-
BER VOLUMES ON LIVE TREES FIVE INCHES
AND LARGER IN DIAMETER BY SPECIES AND
SUBREGION, JANUARY I, 1953.

Volumes in million cubic feet
Western Eastern Black

Species Montana Montana Hills Total
Ponderosa pine 1,581 650 1,260 3,491
Lodgepole pine 997 3,080 4,077
Douqtas-fir 2,589 2.095 4,684
Western larch 2,390 2,390
Enqelmannspruce 819 565 27 1,411
Other softwoods 969 433 1,129

Total All Species 9,072 6,823 1287 17,182

Source: Forest Service.

Estimatesfor this district’s sustainableannual
yield of wood,basedon ForestServicestudies,are
given in Table2. Sustainablecut for the district
totals I~6million cubicfeetannually,slightly more
than 10 percentof which is being takencurrently.
However, most of the proportion not taken is in
the smaller size category; in sawtimber, current
usageis running about 77 percent of ‘capacity,’

This article is the first of a series based on a
forthcoming study published by the Federal
Reserve Bank of Minneapolis. Two addition-
al articles, the First describing timber in-
dustry trends and the second discussing
timber industry prospects, will appear in
later issues of the Monthly Review. Readers
interested in obtaining copies of the origi-
nal 64-page study, The Timber Economy of
the Ninth District West, by Clarence W.
Nelson, may secure them at $1.00 per cop
by writing Publications Section, Researc
Department, Federal Reserve Bank, Minne-
apolis1 Minnesota 55440.
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TABLE 2—ESTIMATED SUSTAINABLE ANNUAL PRO- It is significant that the bulk of unused capacity
DUCTION IN CUBIC FOOT EQUIVALENTS lies in the smaller sizes of trees.
(million cubic feet)

Western Eastern Black
Montana Montana Hills Supply possibility picture summarized

Trees II inches and lerqer
in diameter 145 65 14 The general scope of thephysical supplypoten-

Trees 5 inches to II tial is summarizedin Chart2. The data,presented
inches in diameter 123 101 8

— — in aggregatecubic foot volumes,maska variety
All timber 5 inches and of quality, size, and speciesdifferences.

larqer in diameter 268 166 22 An allowablecut of 455 million cubicfeetannu-
Source: Forest Service, ally as shown is adaptedfrom the Forest Service

figuresas a provisionalmeasureof the outsidesize
TABLE 3 — ANNUAL CUT OF TiMBER IN CUBIC of feasible timber drain from the forests in our
FOOT EQUIVALENTS, 1957, BY SUBREGION AND region. Under sufficiently intense marketpressure,
SIZE CATEGORY (million cubic feet) actual drain could conceivably rise to exceed

Western Eastern Black the allowable cut with the full weightof the excess
Montana Montana Hills

Trees II inches and larger cut presumably occurring on private holdings.
in diameter 141 22 9 Hence the 455 million cubic feet shown as cutting

Trees 5 to II inches in potential represents not the maximumsupply that
diameter 8 9 I could be made physically available but only a

All timber 5 inches and maximum feasible yield based on currently attain-
larqer in diameter 149 31 10 able forest management practices.

Source: Forest Service. The fact that the allowable cut shown exceeds

current growth simply emphasizesthat this sus-
while in poletirnber2it runs to only about 8 per tamablecut isbasedon a potential,not necessarily
cent, an existing,growth rate.

Currentdrain expressedas a percentageof SUS If we now trace out the flow of wood material,
tamablecut also variessharply by subregion,as assuminglive timber is cut at the allowable455-
follows: western Montana, 56 per cent; Black inillion-cubic’foot-per-year level, we can seesome
Hills, 41 per cent; and easternMontana, 19 per additional raw material possibilities: Theseare
cent. Current drain is summarized,by size cate. representedby (1) the residuesleft in the forest
gory and subregionfor comparisonpurposes,in after logging operationsand (2) the residuesre-
Table3. You will note the greatrangein potential suItingat themill from manufacturinglumber and
expansion;in someareasandsizes,expansionmay veneer.Given an annualcut of 455 million cubic
be severalfold, while in western Montana saw- feet, more than 15 million cubic feetof logging
timbersizesare beingusednearlyto the full extent residueswould beproducedin theforestandmore
of the sustainableannualcut, than 110 million cubic feetat the mills. Fulleruse

The estimatesof levels of timber removal that of these residuescould increasesubstantiallythe
could be perpetuallysustainedfrom the forestsof physical volume of productoutput.
the region show that, in termsof sheercubic vol. A fraction of both logging residuesand mill
ume,at least twice as much timber could be taken residuesdoes find its way into current usesnow:
asis currentlytaken.Thisheadroomfor expansion the residuesmay either be sold by the plant as a
of drain, then,servesas a measureof potential. byproduct, or recycled to displace inputs that

2lrees 5 to II inches in diameter at breast height. might otherwise have to be purchased from out-
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Chart 2—Physical supply possibility diagram, western Ninth district (figures in millions of cubic
feet annually)

side. Given sufficient technologicaladvance,these down into four main stages:treegrowing, logging,
uses(~ou1dbe expandedgreatly. log processing, and wood processing (including

Another substantialsource of raw wood for wood fiber processing).Each stage has one or
processingis thestock of deadbutsalvageabletim- moreproductionprocesses,and the stagesare tied
her physically available in large quantitiesand togetherby virtue of the factthat wood outputsof
suitable for many uses.Economicconsiderations earlierstagesare inputsof subsequentstages.
are paramounthere as in the caseof residueuse; in general,decisionsabout what timber prod-
and with sufficiently high pricesfor productsand uctsto produceandhow muchto producearemade
higher pricesof conventionallive input material, by a largenumberof private,profit.seekingfirms.
this typeof timber could becomeattractivefor in- Essentiallyall production,all trade,and all move-
dustrialuse.The stock of deadtimber is addedto, ment of material from the logging stageonward
at an averageannualrateof 50 million cubic feet; are conductedby theseprivatefirms. Evenwithin
how fast it is reducedbeyond salvageby decay, our geographicallyrestrictedregionof study,their
fire, etc. is unknown. Some years may witness numbersare relatively large, their sizesrelatively
increasesof timber mortality in epidemicpropor- small, and their marketscompetitive.Expectations
lions amongparticular speciesand locations,crc- of profit chiefly determinethekind and the amount
ating specialsupply situationsfor short periods, of timber ultimately produced.
We will presentanexampleof this kind of market The tree-growingstagediffers in two important
disruptionin a futurearticle, respectsfrom all later stagesin the timber indus-

try: (1) a largesegmentof theproductivecapacity
ECONOMIC DIMENSIONS is ownedandoperatedby government,and (2) the

profit motive is secondaryin decisions—chiefly
Price as a determiner governmental—affectinga large part of the in-

The district’s timber industry can be broken dustry. In this region, the acreagesheld by the
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three main classesof owners are distributed as stumpage(cutting rights to standingtrees) avail-
follows: ableto the market today would tend to raisecur-

rent and near-termstumpageprices. This changeGovernmentownerships 11.5million acres in priceswould induceprivate growers to supply
Largeprivate ownerships 2.3 million acres snoretimber out of currentholdings,thus tending
Small privateownerships 3.0million acres partly to offset the effects of the Forest Service

This breakdown of acreagesdoes not precisely action.Note that prices here serve as the signals
mirror the importanceof holdingsas measuredin throughwhich the actionsare effected.
terms of either standingvolume of timber or po. Decision factors In log production and
tential growth rates,sinceprivateholding~usually processing
contain the better sites and, if not greateractual Later stagesin the timber industr~,suchas log
volumes, at least greaterpotential growth. productionand log processing,receivethe flow of

In total perhapssome2.5 million acresof the timber sold by the tree grower. The motivations
region’s 17 million acresof forestland are owned behindtheselaterphasesare much simpler to de-
by a relatively few large corporations.About an fine. All these stages,up to and including the
equal acreagetotal— mostly small holdings on manufactureof final consumerproducts,involve
farms and ranches— belongs to other private privateprofit-seekingfinns. In general,the timber
owners. processingfirms arenumerousandnotindividually

Of the 11-plus million acresowned by govern- dominantin the marketsin which they sell. And
mental units, less than one million acresrepresent since their products (principally lumber and ye-
state and county forests and the remainderare mseer~are fairly standardized,their marketsdis.
federalholdings.In our district, as in most parts play a nearly classicalcompetitiveness.Pricesare
of theWest,the federalForestServiceis themajor all-important,and they are outsidethe control of
timber grower and consequentlythe major source the individual profit-seekingfirm. The firm buys
of supplyof standingtimber. inputsand sells outputs.If in the courseof this

Thesemajor groupsof landholderswho make effort it earns an adequatereturn, it remains in
the district’s decisionsabout tree growing each business.If not, it fails. It is almost assimple as
follow a characteristicallydifferentapproach.The that.
Forest Service,in general,directsits management In short, theessentialdecisioncriterion in deter.
programbasically towardattainingpredetermined mining the size of the flow of wood througheach
physical production goals; large private owners, plant is profitability, and price is the meansby
though also aimingat perpetualyield, set the level which information about profit prospectsis trans-
of their managementprogramsin accordancewith mifled to the decision maker. Thus, poor profit
profit prospects;while small private holders tend prospectson the unused materialshelp explain
to look upon their timber moreas a fixed stock why much of our region’s timber resourcehas
than as a perpetualflow of wood and give little gone untouched— why in our region only 190
heedto thecapacityof their land for futuretimber million cul’k feet of timher have beencut annurn
growth. ally, ratherthan the estimated 155 million cubic

While eachof thesegroupsmaychooseits course feetsustainablecut that could be takeneachyear.
of action independently,the separatedecisionsin-
teract in many ways. Someof the reactionstake Relationship of the regional industry
place throughthe marketsystemsi, in which effects to national markets
often offset each other. For example, a Forest The generallevel of lumber and wood product
Service action that reduced the amount of its pricesis determinedat a national leveL Pricesof
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lumber from different geographicorigins cannot
get far out of line for comparableproductclass at
any particularpoint of destination.Hence, allow.
ing for differencesin transportationcosts,no one
mill in our district cando much morethan accept
a market.dictatedprice for lumber products it
wishes to sell at any given time. It has only the
limited option of holding some kinds of stock off
the marketin hopesof gettinga betterprice later.

Our district’s timber ouput contributesa rela-
tively small shareto the national supply,and,ex-
cept in restrictedareas, its market influence is
thereforeslight. The major geographicsourceof
softwoodsawtimberfor the United Statesmarkets
is the Pacific Northwest (see Fable 4). Gross
changesin the supplyof timberavailablefrom the
Pacific Northwest do have a definite impact on
nationalprice levels.

TABLE 4—TIMBER PRODUCTS OUTPUT, MAJOR RE-
GIONS OF THE UNITED STATES, 1952.

Softwood sewlogm
for lumber

(million board feet)
NORTH 946
SOUTH 9610
WEST 19,877

Pacific Northwest 12455
California 4,902
Ninth Disfrct 731
Other West 1.789

TOTAL UNITED STATES 31433

Source~Forest Service.

All areashaveexperiencedgradualremovalof
the more accessiblehigher quality old growth
stocks.particularly during the last25 ears.This

attrition has increasinglynecessitateda shift into
the lessaccessible,highercostsourcesof stumpage,
often with a loss of log quality. As a result of
increasingdeliveredlog costs and handlingcosts,
the selling price necessaryfor competitive return
has risen. (The historical improvementsin tech-
nology and methods have only partly offset
changesin unit costs.) Higherpriceshave in turn
helpedbring abouta relativedrop in lumbercon-
sumption over thepast half centuryas usershave

either shifted to substitutematerialsor cut back
thequantitiesof wood used in their products.The
long-term trend in this direction is indicated in
Chart 3.

Chart 3—Index of relative consumption and
real price of lumber for the U.S., 1900-1962

If we ignore for the moment any changesin
technology,we may note that a declining supply
in the face of persistentdemandresultsin higher
prices; thesepricesboth reflect and allow higher
costs of operation. While the higher real price
necessarilyimplies somedecreasein the aggregate
quantitydenianded,it doesnotnecessarilyimply a
decline in production from any one region. In
fact, areas of extensive forest resourceswhich
would formerly have been regardedas submar.
gina! may actually profit from the transition as
increasingquantitiesof their timber suppliesbe.
come usablewith the rising product prices.

Given this relationship,our region may have
moreto gain as thenation movesfurther into the
margin of its tiniber supplies,becausewe havea
greateramount of submarginaltimber relativeto
our existingbase.As pricesgo up, many higher
cost operationsin our region may becomeprofit-
able.

We canrepresenta price-outputrelationappro-
priateto parts of our district as in Chart 4. This
estimatedrelationshipis basedon a ForestService
study of an easternIdaho-westernWyoming area
adjoining our region and having many forest
characteristicsin common with easternMontana.
If thishypotheticalrelationshipis correct,then an
increasingreal price for lumber would increase
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Chart 4—Conjectural relationship between lumber production from our region despitea con-

the region’s lumber production and real comitant decline in national output.
price of lumber Some historicalevidencesupportsthis relation-

ship. If we compareover a long periodof yearsthe
real price of lumber (averageprice adjustedfor

inflationary bias)with the relativecon.sumptionof
lumber (a ratio which representslumber’s share
among the generalclassof goods with which it
competes)wewould find that as thepriceof lum-
ber has increasedhistorically, the relative use of
lumber hasdeclined in total. Both the declining
share and the higher price reflect the long-term
national trend toward removing the best, most
accessibletimber and moving deeperinto more
remotestandsformerly regardedas submarginal.

But for Montanathe relationshiphas beendif-

ferent. Since 1930, the relative consumptionof
Montanalumber has graduallyrisen as realprice
of lumberhas increased.The explanationfor this
lies in ~iontana’srelatively large endowmentof
less accessiblesmaller timber. Theserather gross
relationshipsdo not accountfor all that has hap.
pened. Changesin technology and in marketac-
ceptancehavealso beenpart of the story.

Economic supply of the resource

While the physical dimension of our region’s
timber can be estimatedreasonablywell, the eco-
nomic dimension is moredifficult to assess,for it
dependson theprevailingsystemof decisionmak-
ing. While considerableroom for administrative
discretion exists at the tree-growing stage, our
decision-makingmachineryfor timber production
is principally a market amid price system.

We might consider the economic measureof

potential lumber output to be not some single
quantity but rathera scheduleof profitable quan-
tities correspondingto various potential prices.
Such a scheduleis given in Chart4. Thisrelation’
ship, while labeledin termsconsistentwith current
valuesof outputandprice, is primarly intendedto
be illustrative. At best it would apply approxi-

(Continuedon page ii)

The estimatedsustainableleveLs of production
shown in Chart 4 are basedon Forest Service
studies. Level I allows for allocating a definite
portion of the available larger trees to other u-ses
than lumber (e.g.,veneerandpoles)while level II
simply allocates to lumber production all of the
potential expansionin larger trees.If the Forest
Service had effective control over the stumpage
supply, then we might picture the region’s current
supply curve to be that shown by the solid line.
More probably thecurve would follow the broken
line cvtensionupward, becauserationing of Forest
Servicesiumpagewould presumablydrive prices
higher on private timber and lead to increased
drain on non-public stands, even beyond maxi-
mum sustainablelevels, Of course, this represen-
tation of the price-output relationship is highly
oversimplified.Our principal purpose is only to
emphasizethe key functional role of price in the
allocation 0/ resourcesin I/me timber industry.
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he third quarterdatawhich have just become her the industrial production index rose by 0.7
available indicatethat the national economy con- points to 126.6, the unemploymentrate declined
tinuesto expand;the rate of expansion,however, from 5.6 to 5.5 per cent, retail salesincreasedby
continuesto be disappointinglymoderate. 2.4 per cent, and personalincome rose by $3.0

Grossnational product rose by $9.1 billion in billion. Current estimatesfor the fourth quarter
the third quarter.Themagnitudeof this increase, put the gross national product at approximately
when contrastedto the first and secondquarter $596 billion. This figure is in line with expec-
changes,suggeststhat economic growth may be tationsbasedon the nationaleconomy’smoderate
accelerating. performancethis year.

Consumptionandgovernmentspendingaccount
for most of the third quarter increase.Personal
consumptionexpendituresincreasedby $4.5 bil-
lion, as comparedto their secondquarter increase The following selectedtopics describeparticular
of $3.0 billion. It is interestingthat this expansion . -

aspectsof the district s current economicscene:
of total consumerexpenditurestook place despite
a concomitant$200 million decline in durable
goodsspending.This is the first time in the cur- 1964 NATIONAL FARM INCOME
rent expansionthat this categoryof final demand
has shown an absolutedecline.The third quarter OUTLOOK
increase of government expenditures reflected Higher production expenses coupled with a
solely an increasedrateof spendingby stateand probabledrop in realizedgrossfarm incomesspell
local government;federal spending, in fact, de- a reductionin realizednet farm income in 1964,
dined by some $100 million, according to estimatesmadeat the Annual Out-

Grossprivate domestic investmentcontinuedto look Conferenceof the U. S. Departmentof Agri-
expandduring the third quarter,reaching $83.7 culture. This decline in net income,estimatedat
billion—a $3 billion increaseover thesecondquar- 5 percentor more below the level of 1963,would
ter. Increasedconstructionexpendituresaccounted also meana drop in realizedper farm net income
for 70 percentof this $3 billion increase, despitea continueddeclinein farm numbers.

The available economicindicatorsfor October An anticipateddropin cashreceiptsfrom wheat
suggesta continuedexpansion.Thus during Octo- marketingsis expectedto be the prime causefor
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lower crop receipts in 1964. This projection as- against depositors’ accountsand thus represent
sumesa continuationof currentwheatlegislation. payments made for goods, services, debts, etc.
Somegainsare expectedin othercashcrops,cape- Debits in this district were high in October—not
cially soybeans,but these would not offset the as high as in September,but higherthan in any
decline in wheat income.Slightly higher receipts of the first eight monthsof this year on a season-
are also expected from livestock and livestock ally adjustedbasis.The volumeof debitsfor Octo-
products.with the most importantincreaseslikely ber increased11 percentfromthe figure for Octo-
to occur in cash receipts from hog marketings. her, 1962. Larger amountswere reported from
Cattle pricesas well as dairy and poultry prices banks locatedin all size classesof urbancenters,
are expected to approximate1963 levels, while indicating a general expansionin businr~strans-
marketingsare expectedto be slightly higher. On actions.
balance,totalcashreceiptsfrom farm marketings The seasonallyadjustedvolume of construction
are likely to be down somewhatfrom 1963 levels, put-in-placein the district has beenrising, as in-

Somereduction is also expectedin direct gov. dicatedby the increasein the number0f workers
eminentpaymentsto farmers in 1964. Offsetting employedon projects. In addition to a growing
an increasein feed grain programpaymentwill demand for additional facilities, favorable fall
be a reductionin soil bankpaymentand theelimi- weatherhaspostponedthe closingdown of opera.
nation of paymentmadeunderthe Wheat Stabili- tions for thewinter. The numberof dwelling units
zation Program of 1962 and 1963. authorizedby building permit in Octoberwas up

Farm productionexpensesare expectedto in- sharply, parallelingthe national rise in housing
creaseby asmuchas or morethanthe$600billion starts.Theaggregatevaluationon building permits
gainshown in 1963:Productionexpensesfor such issuedwasalso up, indicating thata high level of
items as fertilizer, seed,and repairsare likely to nonresidentialconstruction may he maintained
incr(’ase markedly, while depreciation,taxes,and for some time.
interest chargeswill experiencetheir persistent Current information on district retail sales is
gradualincrease, not sufficientto permit inferencesabout aggregate

volume. Departmentstoresalesin Octoberdid not
DISTRICT BUSINESS EXPANDS recover from the Septemberslump; in fart, sales,

Economicdevelopnmeiit~in the district this fall seasonallyadjusted,slid a little further. Weekly
haveparalleledthosein the nation.Total personal sales at the beginning of Novemberstrengthened
income, on a seasonallyadjustedbasis, rose by in thefour district citiesof Minneapolis.St. Paul,
$151 million, or 1.2 per cent, from Septemberto Duluth and Superior.The tragedy of the Presi-
October, to an annual rate of $12,782 mnillion, dent’s assassinationreducedconsumerbuying, but
which is 3.9 percent higher than the rate com- only for a short period. Most Twin Cities retailers
puted in October 1962. (‘Ihese increasesfor the were looking forward to a high volume of sales
nation as a whole were 0.6 percentfor themonth after Thanksgiving. New car registrations show
and5.0per cent for the year.) The growth in dis- that the saleof new cars hasbeenhigh in district
trict income was tracedmainly to largerpayments statesas in the nation. In rural areas,they have
madeby manufacturers,mining companies,firms continuedhigh eventhoughthe farm cropharvest
in the communication field and larger govern- wassmallerthan that of a yearago.
mental payrolls.

Anothermeasureof the generalbusinessactivity BANKING DEVELOPMENTS
is the amount of debits reported by commercial After a substantialincreaseof $33 million in
banks.Debits for the mostpart are checksdrawn September,loansat district city banksdropped$6
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million in October,a normalchangefor themonth, increaseof $27 million wasthe secondlargestfor
The latestavailabledatashow that city bankloans any October in postwar years. In the first two
resumedtheir advanceduring the first two weeks weeksof November,loans at country banks rose
in November,rising $26 million—a better-than- by an additional $12 million, an above average
averagegain for the period increasefor the period. Thisgain indicatesa con-

At district country banks the Septemberloan tinuation of the moderatelystrongloan demand
increaseof $24 million was the third largestfor evidencedat countrybanksduring bothSeptember
the month in the postwarperiod, and the October and October. END

(Timberresourceso/theNinth district West:

Continuedfrompage8)

mnately only for thepresentandfor thenearfuture. many yearsagohavecometo play a less important
Overany longerperiodvariousadjustmentswould part in consumerdemandin recentyears.
begin to takeplace. Improvementsin technology In summary,we canseethat the physical basis
that favor our regionwould shift thecurve upward for industry—thesheerquantityof wood available
by making it profitable to producemore at any —is substantiallygreaterthan the quantity cur-
given marketprice. There is some evidencethat rently being used. Whether much or relatively
this has in fact beenhappeningin our district: little of this amount is used in the near future
output has increaseddespite steady or evende- dependson a variety of basic economicfactors:
dining lumber pricesof very recentyears. technologicaldevelopment,prices of products as

Theforegoingdiscussionhasbeenbasedon an determinedby the market,andpricesof inputsthe
aggregatedistrict output. But a greatmany mdi. mills must buy. In a sense,then, the maximum
vidual timber product categoriesare independent sustainableharvestcould be stretchedto at least
of or in competitionwith one another.Actually, twice the presentfigure, given appropriatetech.
then,thero aremany products,not just one; and nology and suitableprofit incentive.But the prac.
thereare many markets,not just one.Eachmust tical economicpotential of the region’s industry
strike its own balance.Somespeciesmay be cut dependson several factors that will be shaped
faster than sustainablecut rates at mostexisting largely outside our region; most of these are
price levels,while othersarecut at far below their economicvariablesthatwill bedeterminedthrough
physical availability evenat zero stumpageprices, the interactionof the marketwith a multitudeof
Moreover, as we shall see in a future article, other sectors in our national economy. Recent
changestakeplace over time with respectto com- trends,to be discussedin the secondarticle in this
mercialstandingand competitivenessof particular series,documentthe fact thatwe ~e making ever-
species.In general,the inherent differencesbe- increasinguseof our district’s timberpotential.
tween speciesthat appearedimportant to users —CLARENCE W. NELSON
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