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Postwar business cycles
and business stability: II

A differencein theamplitudeandin the timing in districtswhere theprincipal production Is con-
of businesscyclesamong geographicregions of centratedin more stableconsumernondurables
the United Stateshas been recognizedas impor. suchas food products.Cycles in thenumerousin~
tantby businessmenbecauseof the direct bearing dustries vary not only in amplitude but also in
on profits of thecyclical expansionandcontraction turningpoints—generallythey do not reachpeaks
in the volume of businesstransacted.Very little, and troughs at the sametime. As a result, in dis-
however,hasever beenwritten concerningthepre- tricts whereheavysteelproductionis concentrated,
cise nature of these geographic amplitude and cyclical peaksand troughs generally are experi-
timing factors; and this paucity of description enced ahead of those where nondurabiesare
especiallyholds true for the Ninth district. Now, producedprimarily.
however,statisticalseriesavailablefor the district Suddenshifts in the demandfor specific prod.
economycoveringmostof the post-WorldWar II ucts or changesin thesupply of naturalresources
periodmakepossiblean objectivecomparisonbe- leadingto an expansionor contractionin specific
tweendistrict and national businesscycles, industriesareothercausesof variation in business

cycle behavioramong districts. The rapid expan-
Causes of geographic differences . .

sion in the electronicsindustry wasan impetusto
Businesscyclesconsistof periodsof contraction industrial output in the Twin Cities metropolitan

andof expansionin aggregateeconomicactivity; area.Employmentestimatesindicate that the dis-
they are a compositeof thecyclesof the individual covery of petroleumin the Williston Basincaused
industries. Cyclical fluctuations experienced in an expansionin businessactivity in that region
specific industrieshavea basic similarity to those offsetting any general businessrecessionat that
in the generalbusinesscycle but they also have time and the depletion of high.gradeiron ores in
characteristicdifferences.Someindustriesare par. the Lake Superiorregion has accentuatedgeneral
ticularly subject to cyclical fluctuations while businessrecessionsthere.
othersremain relatively immune becauseof the
natureof the demandfor their products. As a Structure of Ninth district economy
result, the kind of industry that is primary in a In the Ninth district, agriculturehas beenand
district hasa significant influence on the cyclical continuesto be a dominantindustryand theproc.
behaviorof totaleconomicactivity in that region. essingof agriculturalproductsconstitutesa large

To illustrate the latter: the amplitudeof cycles part of total manufacturing.Fluctuationsin crop
is much wider in distrkt-~where the industrial yields due to good and poor harvestsare marked
concentrationis on steel and otherdurableprod. but irregular in occurrencedue to unpredictable
ucts, the output of which fluctuateswidely, than variations in rainfall and temperatureand thus
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have no relation to the general businesscycle, prices beganto recede causing farm income to
Even changes in demandfor farm productsor~ drop to a lower level. Since1958 net farm income
dinarily areonly slightly subjectto cyclical sWings. in thedistrict hasrangedfrom 9 to 14 percentof
The rise or declinein net farm incomein the clis. total personalincome.
trict economyhaseither offset or accentuatedthe In the United States,farm incomein the period
effect of the businesscyclesin the district, betweenthe World Warswas lessthan 10 percent

The importanceof agriculture in the economy of the total. In the years following World War II,
of the Ninth district canbe gaugedby observing the proportion of the total income derivedfrom
the proportion of total personalincome derived agriculturedecreased,and since 1958 it has hov-
from farming. In the period between the two eredcloseto 4 percent of the total.
World Wars, net farm income in the four states Although district manufacturinghas expanded
wholly in the district comprisedclose to one.fifth rapidly in relation to the total district economy,
of the total income sce Table 1). Immediately the incomereceivedby personsemployedin this
after World War II, net farm income remained industry indicatesthat it is just now approaching
high as a result of high pricesfor farm products two-thirds the proportionalshareof the regional
andof the harvestingof exceptionallylargecrops, economy that it occupies in the United States.
and accountedfor as much as 30 percent of the Incomederivedfrom district manufacturingfrom
total in 1948. Beginning in 1949, farm product 1920 to 1940, in mostyears,was somewhatless

TABLE 1--THE AMOUNT OF INCOME AND PER CENT OF TOTAL RECEIVED BY PERSONS FOR PARTICIPA-
TiON IN THREE PRIMARY INDUSTRIES FOR SELECTED YEARS

(dollars iii miflicns)
Agriculture Manufacturing Mining

District United States District United States District Unit.d States
dollar par cent dollar per cent dollar p.r cent dollar per cent dollar per cent dollar per cent

929 $ 525 21.9 $ 7.7~5 8.5 $ 207 8.6 $16,092 18.8 $ 59 2.5 $1,5i5 1.8
19)5 413 22.8 5,806 9.6 (64 8.8 10,829 18.0 27 1.5 969 1.6
1939 383 7.7 5,305 7.2 198 9.2 (3,585 (8.5 37 1.7 (.537 (.6
5940 424 18.8 5.599 7.1 2!0 9.3 (5.584 (9.7 47 2.5 1.281 5.6
i946 5,398 27.2 (6,497 9.3 528 10.3 36,476 20.5 64 1.2 2,368 1.3

1947 1,740 29.5 (7,304 9.1 627 10.6 42,500 22.2 81 1.4 2,920 1.5
(948 1,975 297 19.769 9.4 694 :0.3 46.459 22.2 95 .4 3.340 1.6
5949 1.131 18.8 15,573 .7.5 675 11.2 43.860 21.1 93 .5 2,931 (.4
(950 1,399 20.6 16,009 7.0 749 LU 49.373 21.6 103 .5 3,158 1.4
1951 5,704 22.7 (8,938 7.4 861 (.5 5.232 22.7 128 5.7 3.584 1.4
1952 1.32$ 17.6 17,910 6.6 953 12.7 62,918 23.5 46 1.9 3,643 1.3
1953 (.332 (6,9 16,041 5.6 1,036 13,1 69,773 24.3 179 2.3 3,7(8 1.3
(954 1,246 55.5 5,180 5,2 1,011 12.6 65,948 .22.8 146 1.8 3,393 .2
955 1,557 53.7 14,474 4.6 (.072 2.6 72,532 . 23.5 563 1.9 3,676 1.2

5956 1.216 13.5 54,319 4.3 1,174 13.0 77,106 23.1 185 2.1 4,107 1.2
1957 5,300 53.5 14,529 4.1 (.245 12.9 80,644 2~..7 (94 2,0 4,237 1.2
5958 (.445 14.2 16,403 4.5 1.234 12.1 76,701 21.1 158 5.6 3 774 LO
(959 949 9.3 (4.286 3.7 1,344 (3.1 84.120 21.8 147 .4 3,834 1.0
1960 1,334 12.1 (5,008 3.7 5,400 52.7 87,4(1 21.4 171 1.5 3,832 0.9
5961 1.047 9.3 15,997 3.8 1,450 (2.8 ~‘7,469 20.6 153 5,4 3,740 0.9
5962 1,568 52.7 16,233 3.6 1,573 12.7 94,574 20.9 154 1.2 3,7&3 0.8
5963 1.423 11,2 15,986 3.4 1,642 52.9 98,042 20.7 :52 (.2 3,798 0.8

Source: United States Department of Commerce, Survey of Current Busness,



than 10 per centof total personalincome; in the economiesof eachof the district statesandpart-
post.WorldWar II year, it rose to about 13 per statesare weightedheavily by agriculture,mining,
centof the total while in theUnited Statesthe level forestry,and manufacturingassociatedwith these
over the years has hovered around 20 per cent. naturalresources.The demandfor theseproducts

The natureof cyclical swingswithin a district is hasbeengrowing slowly, but productivity (output
affected not only by the size of the industry but per worker) has been growing rapidly. Conse.
also by the type of productsmanufactured.Food quently, employment opportunities in these in-
andkindred productsconstitutethe largestmanu- dustrieshavebeendeclining.Reductionin employ.
facturing industry in Ninth district statesand the ment opportunitiesalso has beencausedby such
output from this category is quite insensitiveto otherfactorsasthemovementof manufacturersto
businesscycle fluctuations.SinceWorld War I the moreconcentratedmarkets.In northwesternWis.
valueaddedto food andrelatedproductshasbeen consin andUpper Michigan, for example, manu-
about one-third of the total value addedto all facturing employmentwas reducedafter the Ko-
productsmanufacturedin the four district states reanWar whenseveralnonresourceorientedplants
ascomparedwith 10 to 12 percent for thenation. manufacturingfabricatedmetal products moved

Recently, however, there has been a growing their operationsout of the area.
similarity betweenthe type of productsmanufac. The Ninth district experiencedan increasein
tured in the district and in the nation. Durable total employment of only 15,390 from 1950 to
product output, subject to wide cyclical swings, 1960. For this modest overall increaseto be
has expandedrapidly in the post.WorldWar II recorded, it was necessaryfor nonagricultural
years andnow constitutes57 percentof total dis- employmentto growby morethan192,000to corn-
trict industrial output, the sameproportion as in pensatefor a decline of more than 177,000 in
the nation. agricultural employment.

Mineral productionis closely tied to the output Becauseof emigrationdue to lack of employ.
of durablegoods,thus activity in the mining in- ment opportunities,populationin the district has
dustry is particularly sensitive to the business beengrowing only slowly. Thegrowth from 5,731,.
cycle. Mining in the Ninth district in terms of 000 in 1950 to 6,288,000in 1960, an increaseof
income derivedfrom it is a small industry corn- somewhatmore than one-halfmillion, wasonly a
paredwith agriculture and manufacturing,but is per annum 0.93 per cent as comparedwith 1.70
more important in the district economythan in percent for the United Statesas a whole.Among
that of the nation. district statesthe populationchangerangedfrom

an increaseof 1.35 per cent in Minnesotato a
Long-term economic growth .

decrease01 0.04 per cent in northwesternW is.
The rate of economicgrowth, determinedby con5in.

local and regionaleconomicand sociologicalde- The per capitapersonalincome in the district,
vclopments, has an influence on businesscycle with the exceptionof a few yearsin the late1940s
movementsin the district. Since the endof World and early1950s,hasbeenbelow thenational aver-
War II. the Ninth districthas experienceda slow age. in those years, high farm income boosted
rateof growth in employmentand in population averageper capita income in district states: in
as comparedwith the nation and per capita in~ ~Ioritariathe 1950 percapita income was$1,600

come has been below the national average.1The ascomparedwith only $1,491in theUnited States.
I This section is based on the studies published by the Although the numberof farmersis declining,the

Upper Midwest Research and Development Council and largeproportionof the laborforce still engagedin
on articles published in the Monthly Review of the Federal
Reserve Bank of Minneapolis in the fate 1940s. agriculturehas beena major factor in perpetuat.
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ing the low averageper capita income in each ary 1920to July1921., from ALI~USt 1929to March
district state.Farm percapitaincomein all district 1933, and from May 1937 to June 1938 Minor
statesin 1960 was below—in somestatesless than contractionsoccurred from May 1923 to July
one.half-—-the income in urban areas. 1924,andfrom October1926 to iNoveinber 1927.

The slow growth in populationand in personal A comparisonof the businessc~clesin the district
incomehasretardedexpansionof districtmarkets and in the nation can only be basedon a few
for productsandservices.A sizableproportion of statistical seriescompiled in the district during
the productionin eachNinth districtstateis proc. the 1920sand the 1930sand on information avail-
essedand consumedwithin the stateor in neigh- able on the maladjustmentsthatdevelopedin the
boring states.In 1958,82 percentof the livestock districteconomywhich affectedeconomicactivity.
marketedand 65 per cent of the dairy products Departmentstoresales.Salesat theseretail out-
were consumedwithin thedistrict. Theproduction lets have been more sensitive to businessreces-
of such farm cropsas soybeansfar exceedsthe sions or depressionsthan total retail saleswhich
final consumptionin the district states,but even include the very stable expendituresfor food.
in this case66 per cent of the bushels harvested Annual and monthly departmentstore sales in-
was processed by district manufacturers.2As dexeshave been compiled for the Ninth district
fewer individuals are employed in the natural and for the nation from January1919 to date.
resourceindustries, fewer are needed to supply In the period betweenthe two World Wars,the
servi(’es. Theslow growth in the numberof people fluctuations in the annual indexesof department
residingin the district hasheld down the demand store salesfor both the Ninth district andfor the
for a wide rangeof services.

Becausethetransition in the basicindustriesof District and U.S. DepartmentStoreSales,
agriculture, mining, and railroad transportation 1919-44
resulting in declining employment opportunities
is expectedto continue for anotherdecade,the
over-all rateof growth probably will remain low.
As the regional specializationof resource-tiedin-
dustriesdeclinesin importance,the economiesof
district stateswill be weightedmore by industries
similar to those in the national economy.

The inter-World Wars period

In the period between1920 and 1940, the dif-
ference in amplitude and in timing of business
cycleswas moremarkedbetweenthe Ninth district
and the nation than in the post-World War Ii
period. Consequently,an examinationof the inter-
war periodis pertinentin a comparisonof region-
al differencesin businesscycle movements.

The threemost importanteconomiccontractions
occurringduringthis periodwerethosefrom Janu-

2 See B. F. Duncombe, Upper Midwest Commodity Flows,
5958, Upper Midwest Economic Studies, Technical Paper
N

0, 4,
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1 Inited Statesreflected the five general business markeddifferenceswere observedbetweendistrict
contractions(see Chart). The level trend of de- and national sales,on the onehand,and general
partment store sales in the district during the cycle swings,on the other.
1920s differed materially from the rapidly ex- Agriculture. Although, as previously indicated,
panding trend in the United States.Annual sales businesscyclesgenerally do not originate in the
did not rise abovethe volume of 1920 and be- agricultural sector, the rise and decline in farm
ginning in 1926 declinedalmost steadily through income hadan importantbearingon the level of
1932. In contrast, annualdepartmentstoresales economicprosperity or depressionin the district
in the United Statesroseduring the 1920sby 19 in the 1920-40 period. Annual estimatesof cash
per cent, reaching a peak in 1929. During the farm income— the gross receipts received by
1930s,thetrendof theseannualsalesin thedistrict farmers from the marketingsof crops, livestock,
and in the nation was quite similar, and livestock products— are available for the

The monthly indexesof departmentstore sales, Ninth district statesbeginningin 1924.Fromgen-
seasonallyadjusted,provide a partial measureof eral information accumulatedon the agricultural
the rise and decline in consumerspending.The situation in the district, it can be inferred that
cyclical movementsin theseindexesmakepossible cashfarm income declinedas sharply in the dis-
a comparisonof such sales between the Ninth trict as in the nation during the generalbusiness
district and the United Statesandboth with flue- contractionof 1920 and 1921. Th recovery in
tuationsin generalbusinessactivity in the nation farm income which beganin 1922 in both the
as delineatedby the NationalBureauof Economic districtandthenation was unaffectedby the minor
Research. general businesscontractionof 1923 and 1924.

During the inter-World Wars period, although Both district and United Statesfarm income de-
therewas somesimilarity in the generalcourseof dined in the three generalbusinesscontractions
cycle movementsfor departmentstoresalesin the during the late 1920sandthe 1930s. In theGreat
district and in the nation, district salesgenerally Depression of the early 1930s, however, farm
laggednationalsalesby a few monthsin reaching income declined sharply to a lower level in the
thecycle peaks.The upturn of district salesat the district than in the nation and remained at a
end of recessionsor depressionsalso tendedto relatively lower level throughout the 1930s. In
lag national turningpoints.Therewas, as well, a addition to the effect of low agricultural prices,
variation in the magnitudeof the cyclical swings drought conditionswhich reducedcrop yields in
in the district from thosein the nation but they the Ninth district addedto the depressedagri-
were neitherconsistentlylargeror smallerthan in cultural income.
the United Statesas a whole. In an agriculturallyorientedregion suchas the

Cyclical fluctuations in consumerspending,as Ninth district, cashfarm income estimatesalone
measuredby cycle peaksand troughs in district do not reveal the full impact of agriculturalcon-
andUnited Statesdepartmentstore sales,deviated ditions on generalbusinessfluctuations in the dis.
considerablyfrom generalbusinessconditions.At trict as comparedwith that in the nation.The large
the beginning of the five businesscontractions demand for agricultural productsduring World
during the inter-World Wars period, department War I to meettheneedsnot only of Americanand
store salesin the district and the nation reached allied forces but also of civilian populations of
cycic peaksranging from a few monthsbefore to some WesternEuropeancountries led to a rapid
severalmonthsafter the peakswhich occurredin expansionin productionanda sharprisein prices
generalbusinessactivity. This also wasthe situa- of farm productsin domesticmarkets.The boom
tion at the beginning of recovery periods. No in agriculturewas accompaniedby a speculative
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rise in farm land pricesand a heavy increasein Su~nmary.The Ninth district enjoyedless pros.
farm mortgagedebt. perity during the1920sthanthenationas a whole

When demandfor American farm productsde- becauseagricultural incomedid not recoveruntil
creasedfollowing the endof the war andthe out- the late 1930s.Much of the deflation in agricul.
put of Europeanagriculture returnedto nearthe ture was transmitted to tile rest of the economy.
prewarvolume, pricesof farm productsdeclined Businessdepressionsin the district lagged such
sharply.Becauseof the generalprice declinedur- periodsin the nation,but the lag wasnevermore
ing the businesscontractionof 1920-21,the price than a few monthssince it was not reflectedin
distortion wasnot seriousfor the farmersat that annualeconomicseries.
time. However,in the subsequentrecoveriesof the
latter 1920s,farmerssufferedfrom an inability to The post-World War II period
cut backproductionanddid not sharein the gen. Five moderatebusinesscontractionsfollowed
era! prosperityof theeconomy.As a consequence, by vigorous expansionsin the nation have oc-
farm realestatepricescollapsedandthehighfarm curredin the United Statessincetheendof World
indebtednessled to mortgageforeclosures.As a War II. A short contractionin businessactivity
result,manycommercialbankswith largeamounts occurredin 1945, overa periodof eight months
of frozen farm mortgageloans were forced to from Februaryto October,as a result of the tran-
close. In communitiesserving primarily farming sition from war to civilian production.The other
areas,theclosingof bankstransmittedmuchof the four recessions— one in thelate 1940s,two in the
deflation in agricultureto the othersectorsof the 1950s,and one in the early 1960s— werecaused
economy, by inventory liquidations, large declines in busi-

Personal income. Beginningwith 1929, the se- ness fixed capitaloutlays,or sharpcuts in defense
ries of annual personalincome estimates,which expenditureswhich, in turn, affected total short-
provide a measureof the yearly volume of eco- term privatebusinessinvestments.’
nomic transitions, are available by states.These Personalincome.Themostcomprehensivemeas-
data reveal that personal income in the Ninth ure of businessactivity in the district is personal
district states,already at a low level in 1929, income estimates.Monthly data reveal the peak,
droppedevenmore than in the nation during the trough, and amplitude of the businesscycle but
Great Depression of 1929-1933. Beginning in they havebeencompiled only sinceJanuary1962.
1933, however,it rose fasterthan in the nation, Annual estimates,which havebeencompiledsince
andby the endof the decadeit had recoveredto a 1929,however,permita comparisonof thegeneral
level about5 percentmore than in the nation. courseof businesscycle in the district andin the

Per capita income, a measureof the level of nation.
economicprosperity, also was low in the district On the basis of the fluctuations in personalin-
states in 1929, reflecting mainly the depressed come,the post-WorldWar II businesscycleshave
farm income.In North DakotaandSouth Dakota, beenless severein the Ninth district than in the
it was down as much as 47 per cent and41 per nation. All district states experienceda severe
cent respectively from the national average. In slump in economicactivity during the 1948-49
Minnesotaand Montana where a larger shareof recessionbut some did not experiencethe other
the incomewasderivedfrom forestproducts,mm- recessionsdue to the mitigating effect of the
erals, and manufacturing,income was down only changinglevel of annualfarm income.During the
1~per cent. Percapita income rosesignificantly 1950sand early 1960s,North Dakotaand South
in the late 1930sin the farming regions where Dakota experiencedprosperousconditions (the
levels had beenextremelylow. ‘SeePart I. Monthly Review, March 1965.
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personalincome indicatordid not decline) while The impact of fluctuations in farm income in
thenation underwentthreerecessions.Thesestates the district economywas apparentwhen the se-
experienceddipsin annualpersonalincomedue to verity of the 1948-49 business recession was
changingconditionsin agriculture,butthesewere increasedby the sharp drop in farm income
not associatedwith the nation’s businesscycles, in 1949 resulting from the first adjustmentin
Therecessionsin the mining region and in the in- farm product prices following World War II.
dustrial centersaffected the Minnesota economy Stability or expansionin districtfarmincomedur-
as reflectedby the declinein employment,butthe ing the subsequentrecessionseither reduced or
state’spersonalincomewasonly slightly reduced. completelyoffset the contractionin the industrial
Although both Michigan and Wisconsin were af- sector.Tile recorddistrictcropproductionin 1962
fected by the recessions,the portions of these increasedfarm income by 51 per cent from the
statesin this district werenot influencedas much precedingyear and had a stimulating influence
as were the more industrializedareas, whenit led to amarkedexpansionin the purchase

TABLE 2—PERCENTAGE RISE AND DECLINE IN ECONOMIC SERIES DURING RECESSIONS AND EXPAN
SIONS NINTH DISTRiCT AND UNITED STATES

— Downturn — Upturn—

Economic Series 1948 1953 1957 1960 1949 1954 1958 1961
I Averaqe weekly hoots worked

a Ninth District n ~ 5 — 6 — 3 n a + ~ + 5 + 4
b United State~ — S — 4 — 6 — 5 + 7 + 4 + 5 + 6

2 Average weekly earnings
a. Ninth District na. — I — I 0 n~a. ±16 ±11 +11
b United States — 15 — 14 — 18 — II +65 +30 +25 +28

3. Employment in Manufecturing
• Ninth District -.~- 8 — 8 9 — 3 +20 +10 + 8 + S
b United States — 12 — 10 ,~ JO — 6 +28 + 9 + 9 + 8

4. Industrial Production
a. Ninth District na. n.e. — 4 — 4 n.e. n.e. +28 +32
b. United States — 10 — 10 — 14 — 8 +50 +21 +27 +28,

5, Nonmanufactuririq Employment
(excludiriq agriculture)

a. Ninth District — 2 — I — 2 — 1 +11 + 7 ~ 7 ~6.
b.~United States — 3 — I — 2 — I +14 +10 +, 7 + 10

6, Employmentin Nonegricultural Establishments
a. NinthDistrict — 3 — 2 3 •—l +13 +7 +7 +7
b. UnitedS+ates — S — 3 — 4 — + 2 +18 + 9 + 8 +10

7. Unemployment
1

a Ninth District +212 +242 +190 + 61 —67 —55 —49 —32
b. United States +184 +I57 +171 +13 ~47 —~41 ‘—So : —37

This series moves inversely to the general business cycle
Note The percentage change in each series wes computed from the index at the cycle peak to the index of th

0 cycle trough
*nd from the trough to the succeeding peak of each post World War II cycle Tb0 particular months in which cycle
peaic~and troughs gccurred were selected by inspecting the furninq points’.—the charqe in Th. direction of the move
ment of each series either downward from the peak of the farmer expansion or uoword from the $rouqh of the former
recession Th0 peaks and troughs In the individual economic series do riot neces arly fall In the serpe months

n a —Not evøil~b1e



of farm equipmentand consumergoods. On the than in the nation and haveexpandedsomewhat
otherhand,the productionof an averagecrop in less during periods of recovery. As compared
1963, following the recordin 1962,hada depress- with the national trend, district manufacturing
ing effect. As farm incomefell off by 15 percent employment has declined less during recessions
in the district, so did purchasesmadeby farmers. and in the three most recent recoverieshas ex-

Other comparable economic series. Seven pandedat aboutthe national rate.Averageweekly
monthly seriesmeasurefairly large aggregatesof earningsin the district havedecreasedless in re-
economicactivity andsocanbeusedto makecorn- cessionsand then increasedless in recoveriesal.
parisonsof the relative severity of the recessions though cyclical fluctuations in average weekly
and vigor of the expansionsand also to estimate hours worked in the district and in the nation
theturningpoints in the cyclesbetweenthe Ninth havehad a high degreeof similarity. District in-
district and the United States.All but one of the dustrial output, asmeasuredby the useof electric
district seriesare identical to thosefor thenation, powerin manufacturingplants, hasdecreasedless
althoughsomeare notcomputedbackover all the during recessionsin the district thanin the nation
post-World War II cycles. The exceptionis in- but hasexpandedsharplyduring recoveries.
dustrial production which in the district is meas- In addition to the amplitude of the business
uredby consumptionof electricpowerin manufac- cycles, the timing also has varied between the
turing plants and in the nation by the Federal Ninth districtand theUnited States(seeTable3).
Reserve Hoard’s index of industrial production Since World War II the beginning of recessions,
basedon physicaloutputandmanhourseries.The as indicatedby the monthly seriesin the district,
cyclical movements in the district and national hastendedto lag by a few monthssuchperiodsin
seriesare compiled in Tables2 and 3. the nation. Thissituationhasexistedoftenenough

Since 1946 the amplitudeof the minor business to causemanybusinessmanagementsto rely on it
cycle has beenconsistentlysmaller in the district in their decisionmaking. Now, accordingto avail-
than in the United States(see Table 2). The per ablestatisticalinformationfor thepost.WorldWar
centdecreaseof nonagriculturalemploymentfrom II period, the beginning of recessionshave fol-
cycle peak to trough during the four post-World lowed moreclosely the cycle turningpoints in the
War H recessionshasbeen less than that of the nation thanthey did in the earlierperiod.
nation likewise, the percent increasefrom cycle District employment in nonagricultural estab.
trough to peak during the four recoveryperiods lishments,the most inclusive monthlyseriesavail-
also hasbeenless. Paradoxically,however,unem- able, turned downwardone month after the turn-
ploynlent in the district hasrisenmoreduring two ing pointsin this seriesoccurredfor thenation as
recessionsand has decreasedmore during one a whole in 1948and in 1953and five monthslater
recoverythan in the nation. This apparentincon- in 1960. In the otherrecession,the turningpoint
sistency betweenemployment and unemployment in the district seriesled by onemonth the down-
is due to interdistrict migration. During periods turn in thenationalseries.Whenmanufacturingis

of recessionwhen workers are being laid off, the excluded,this serieshas led as much as it has
net migration of workers is back into the Ninth laggedthe nationaldownturn.The cyclical rise in
(listrict thusswelling theranksof theunemployed, insuredunemploymenthas led as much as lagged
During periods of recoverywhen more employ, therise in thenation.
ment opportunitiesare openingup elsewhere,the The cyclical declinein district manufacturingin
net migration againis out of the district, the post-World War II period consistentlyhas

District manufacturingserieshavedeclinedl~ laggedthe turning pointsof the nation.4 District
duringthe post.WorldWar II periodsof recession 4 Some of the district series are available only for the

more recent recessions and recoveries.
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industrial production,as nleasure(l by the indus- average weekly hours worked led the turning
trial useof electricpower, laggedthedownturnin points in the nation at two cycle peaks.
the nation’sindex of industrialproductionby nine Cyclical recoveryin district manufacturinghas
months in 1957 and by sevenmonths in 1960. led as much as laggedthe recoveryin the nation.
Employment in district manufacturing firms at In the two recentcyclical troughs for which data
only onecycle peak, ~\iay1960,turned downward are available,industrial production, as measured
at the same time as in the nation. At the other by the industrialuseof electric power, led by ten
three cycle peaks, the decline in district manu- monthsin 1958 and by three months in 1961 the
facturing employment lagged the national series upturn in the national index of industrialproduc-
from threeto five months.The turningpoints in tion. Employmentin manufacturingplants led the
district averageweekly earningshaslagged from upturn by one month at one cycle trough and
six to elevenmonthswhile the district series on lagged from one to two months at the other

TABLE 3—NUMBER OF MONTHS THAT THE PEAKS AND TROUGHS OF ECONOMIC SERIES IN THE NINTH
DISTRICT AND IN THE UNITED STATES PRECEDE OR FOLLOW THE CYCLE REFERENCE DATES’

— Downturn — — Upturn —

Nov July July May Oct Aug Apr Feb

Economic S.rie* 1948 1953 1957 P960 1949 1954 1958 1961
I Average weekly hours worked (Mfg)

a Ninth District na + 18 + 22 + 4 na 0 + 2 +10
b United Sfe+~s + ii + 4 + 20 + 13 + 6 + 4 0 + 2

2 Averaqe weekly earnings (Mfg
a Ninth 0 strict ii a — 5 + I — 6 n.e + 7 4- 5 0
b United States + 2 + 4 + 7 + 5 + S + I 0 0

3 Employment in Manufacturing
e Ninth District + S — 1 0 + 3 + I — 2 — 2 — I
b United States + 10 + 2 + 4 + 3 0 0 — I 0

4 Industrial Production
a Ninth District n a n a — 4 — 3 isa ii a + 10 + 3
b United States + 4 ~ + S + ~ 0 + 4 0 0

5 No rrarufacturinq Employment
(oxc~udnq eqticulture)

a Nr’t~District + I — 5 + 5 — 3 + ~ + ~ 0 — 2
b United States — I — 3 0 + I 0 + 6 0 + I

6 Employment Nonagricultural Establishments
a Ninth District + I 0 + 5 — 4 0 — 5 — 2 — 2
b United States + 2 + 1 + 4 + I 0 0 — I 0

7 Unemployment
a.NinthDist,4cf; + + + JO +3+ ++ 1 ~+O +1 —.2 ..—2 —3+
b United States + JO 0 + 4 + 3 0 — I — 3 — 3

1 Number of months of lead is indicated by a plus sign en,~number of frtontl~stof leq by a minus sign

Note: The National Sureau of Economic Research has estimated the spóçific months in which ~enerál :bu~ineucycle turninq
points occurred in the nation on the basis of a composite of nuinerous economic series The specific months established
as cycle turning points for The sever~jindividual economic series for the district and the nation were compared with the
composite cycle reference dates established by the National Bureau to determine the;number of months of lead or lag.
By this technique the pertinent comparison was made of the lead or lag between the individual district and national
series. + + + .+ + + + +

n,a.—Not available, + +



troughs. \\trage weekly earningshave led the sidy programsafter postwarhigh foreign demand
turning points of the national seriesby five and hadsubsided,hashada highdegreeof stability as
six months,respectively,andcoincidedwith it at comparedwith the fluctuations in the 1920sand
one trough.Averageweekly hoursled at onecycle 1930s.Thecontractionsduring the recessionshave
trough by eight months, led at anotherby two beenless severeand of shorterduration than in
months,and laggedby four monthsin a third. thenation but the expansionsduring the recovery

periodsalsohavebeenat aslowerrate.Thedown.
Conclusion turn from cycle peaksgenerallyhaslaggedslightly

The characteristicsof the businesscycle in the theturningpoints in the nation but thebeginning
Ninth district havebeenparticularly affected by of recoveryperiods has tendedto coincidewith
the influenceof a dominantindustry,agriculture, those in the nation.
and its allied industries The highly volatile in- Thelong-termrateof economicgrowthhasbeen
come from agriculture rarely hasa part in origi. slower in the district than in thenation dueto the
nating a businesscyclebut it accentuatesor offsets technologicaltransition occurringin agriculture,
the cyclical movement.In the decadesbetweenthe mining, and forestry. Nevertheless,the rate of
two World Wars, the district had less prosperity growth in the economy of the district is more
during the 1920sand a more severedepressionin closely approximatingthat of the nation and the
theearly 1930sthan in mostotherregionsof the businesscycle movements are becoming more
United States.SinceWorld War II, net farm in- similar in amplitude andtiming.
come, due to governmentprice supportand sub- — OSCAR F. LITTERER

B asedon statisticalevidenceNinth districtbusi- and an 8 per cent cumulative advancein bank
ness activit~ during 1965’s first half improved debits for the first five months.District building
moderatelyfromyearearlier levels.Nonagricultur- permit valuations,which averagedabout 28 per
al employmentduringApril andMay totaledabout cent less than a year earlierduring the first four
2.5 per cent abovethe year.earlierfigures. Indus- months of the year, stageda comebackin May
trial output, as measuredby the industrial use of and constructionactivity improvedfurther during
electric power, advancedon a month-to-month the early summerperiod.
basisandwith substantialgainsregistered(about Departmentstore salesincreasedduring most
7 per cent) over the sameperiod in 1964. Other of the first half but the trend tendedto lag the
indices showing gains above a year earlier in- national series. This was also true of personal
cluded a longer work week, less unemployment, incomes which for the first five monthsof 1965
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averagedabouta 4~+~per centgain from the same Theoutflow of depositsfrom districtbanksdur-
period in 1 %4 comparedwith a nationalaverage lug the first five months of 1965 was somewhat
gain of slightly betterthan 6 per cent.Most of the strongerthan usual. This situation arosebecause

district’s businessindicators for the first half of the inflow of time deposits— ordinarily expected
1965, although showing advances,nearly but not to offset much of the seasonaldemand deposit
quite kept pace with those of the nation as a losses— wasnoticeablyweaker.Thus, in order to
whole, finance the expansion in loans, district banks

Agricultural income lagged somewhat in the found it necessaryto liquidatea greaterportion of
district becauseof the relatively poor crop out- their investmentportfolios thanthey havein recent
turn in 1964 and,until quite recently, lower price years;and,in addition, they resortedto increased
trendsfor farm products.Total district net farm borrowing both from the FederalReserveBank
income,for example,in May was substantiallyless and in the federalfunds market.
than in May 1961: cumulatively sincethe first of
the year the declinehas averagednearly 31A per
cent The follawing selectedtopics describeparticular

Based on June conditions, the Departmentof aspectsof the district’s current economicscene:
~~griculturerated 1965 crop prospectsin most

- . Pig crop lower~ intn aistrict areasasgooa to excellent. I fle ex-
ceptions were some areasof southernMinnesota The June 1 pig crop report issuedby the U.S.
and partsof theRed River Valley where excessive Departmentof Agriculture indicateda substantial
moisturewas a problem and in a relatively small cutbackin numbers.For 10 major hog producing
areain southcentral SouthDakotawhererainfall statestotal numberof hogsand pigs on farms was
was light. Even in theseregions,however, condi- down 11 per cent from June 1, 196t In Minne-
tions were ratedasfair. Crop developmentduring sota,wheremorethan 60 per centof thedistrict’s
June was generally favorable throughoutmostof swine are produced,the decline amountedto 18
the district although row cropswere late in areas per cent; in South 1)akota, the district’s next
of PXCCSSIVC moisture,and growth wasslow dueto largestproducingstate, 12 per cent.
relatively cool temperatures.A particularly good
wheatcrop in the districtseemsto be in prospect NUMBER OF HOGSAND PIGSON FARMS, JUNE 1
basedon the Junegovernmentestimatesandcrop (thousand hoed)

conditions of mid.vear.Thecritical period for all 1965 as
1964 1965 of 1964district crops, however,usuallycomes in July and Minnesota 3,896 3,195 82

August when temperaturesand rainfall patterns South Dakota 2,21 I 1,946 88

largely determinefinal crop output. Total 6.107 5,141 84

District banks experiencedan unusually heavy 10 States 47.668 42,480 89

expansion in outstanding loans during time first
five months of 1965. Total loans increasedS190 The cutback in hog production in the district
million, aboutdouble the normal growth for the hasbeenmore severethanthat occurring through-
period. Most of the above-averageloan expansion out the U.S. The numberof pigs born December
took place in the early part of the year resulting 1964 throughMay 1965 declined15 percentfrom
in great part from heavy additionsto city bank a year earlier in the four district stateswhile the
businessloan portfolios. Beginning in mid-April nationalfigure wasoff 10 per cent.
the rise in outstandingloans followedthe seasonal Hog production is likely to continueat reduced
pattern, li-vets throughout theyear. According to reported

JULY 1965 13



farmer intentions,sow farrowings in the district improvementin pricesmoving the monthly total 5
will be down 12 percent from lastyear for the per cent aheadof a year earlier. Crop receipts
June-Novemberperiod. Declines of between 11 continuedto lag thoseof a year earlier: the April
and14 percent areexpectedin all district states total was 7 ~ cent under that of April 1964.
except Montana where a moderateexpansionof April livestocksales,following thedistrict pattern,
6 percentis indicated. If all farmersin the U.S. advancedcash receipts 6 per cent above April
carry out their reported plans, total farrowings 1964 in Montanaand3 and2 percent in Minne-
will bedown 7 percentduringthe lastsix months sota and South Dakota respectively.The pattern
of 1965. wasreversedin North Dakota; April livestock re-

ceiptstherewereoff 7 percent and crop receipts
wereup 8 percent.

DECEMBER 1964-MAY 1965 PIG CROP Accumulateddistrict receipts for the January-
(thousand head) 0 April periodfell 2 per centshort of thosefor the

Average 1965 as /~ , -

1959.63 1964 196$ of 1964 sameperiod of the year earlier. Receiptswereoff
Minnesota 3,767 3,380 2,898 86 8 percent in Montana,5 percentin SouthDakota,
Montana 133 126 112 89 and2 percent in Minnesota.Accumulatedreceipts

~ .~ ,~ I throughApril in North Dakotawereup 3percent
4 States 6.325 5.793 4,946 85 fron~a year ago.
48 States 50,993 47,871 43.184 90 The 4-monthpatternamongdistrict stateswas

generally that of improvedlivestock receiptsand

Cash farm receipts lower crop receipts.Livestock receiptswereup 22
per cent in Montana,8 percent in SouthDakota,

show increase and 2 percentin Minnesota.Crop receiptsin those

Cash receipts from farm niarketings in April threestateswere down sharply from year.earlier
totaled $241 million in the Ninth district, an in- levels with the January-Aprilcomparisonindicat.
creaseof 2 percent over April 1964. Larger live- ing drops of 29 percent in South Dakota,20 per
stockreceiptsaccountedfor the gain,with marked cent in Montana,and8 percentin Minnesota.
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Economic

1. Bus plant to expand 3. Convention Hall nears completion

Motor Coach Industries, Inc. is expandingits The$7 million ConventionHall additionto Miii-
Pembina, North Dakota plant and will increase neapolis Auditorium is nearingcompletion. The
production in the nearfuture.The plant assembles hail, with more than two acres of ground floor
passengerbusesfrom American parts and from exhibition space,is bookedfor a numberof con-
body shellsshippedin from Canada.Currentpro. ventions in Septemberand its first national con-
duction figureswerenot given,but whentheplant vention in October. Work to updatethe existing
openedin thefall of 1963 thefirm wasaiming for auditorium will begin when the new hail is corn-
a productionof onebus perday. pleted.

4. New pellet plant finished
2. Space added to handle turkeys

Cleveland-Cliffs Iron Companyhas completed
Swift & Companyis adding 15,300squarefeet its new $15 million Pioneeraggloimieratingplant

on its turkey.dressingplant at Detroit Lakes,Mm. at Eagle Mills, Michigan. The owner company,
nesota,the fourth expansionsince 1954.The new Pioneer Pellet Company, is a joint vetiture of
constructionhasbeendescribedas a “blast-freeze” Republic Steel Corp., McLouth Steel Corp., Beth.
addition. Officers of the company said that more lehem Steel Corp., as well as the operator,Cleve-
than30 million poundsof turkeyswill beprocessed land.Cliffs. The plant is designedto produce1.2
in 1965 at the plant. million tonsof iron orepelletsperyear.


