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5 years of employment

growth in the Ninth district

From an economicpoint of view, 1965 wasa to the entirenation are the focal points for this
vintage year.Solid gains in almost all sectorsof article. Thechartsanddiscussionpointup district
the economy were observedin both the nation strengthsandweaknesseswithin a nationalsetting.
andthe Ninth FederalReservedistrict.To saythat All dataare indexedto the baseyear of 1960,thus
most indicators reachedrecord levels is to sound reflecting percentagechangesfrom the year 1960.
trite: after five years of expansion,any gain sets It should be notedthat all district datausedare
a new record.The important fact about1965 was exclusiveof the Wisconsinportionof thedistrict;
not that new recordswere set,but that the rate of thuswhen the term “district” is used,it meansthe
growth washigh—. thussuggestingthat the years sumof Minnesota,Montana,North Dakota, South
of expansionare not yet ended. Dakota, and Upper Michigan, Also, all 1965 data

Sometruly amazinggrowth rateswere recorded are subject to future revision.
during the 5-year period 1960-1965. Gross Na-
tional Product grew by 34 per cent, or at a corn- Employment and unemployment
poundedannualrate of 6.1 per cent; after allow- Two of the broadestmeasuresof the employ-
ance for pricechanges,real GNP advancedby 25 ment sector’s achievementsare total civilian em-
per cent, or at a compoundedannualrate of 4.5 ploymentand unemployment.As shown in Chart
per cent. Personalincome moved upward32 per 1, total employmentgrowth startedto move more
cent, and this higher income level resulted in a slowly in the district than in thenation at the be-
growth of retail salesof 28 per cent. industrial ginning of this expansionperiod anddid not re-
productionadvanced32 per cent; and the value cover. in the nation civilian employment grewby
of constructionput in place, 26 per cent. (Even more than 8 per cent during the 5-year period;
though value of construction grew at a corn- in the district, by lessthan 3 percent. Someof the
poundedannualrateof 4.8 percent, it is consid reasonsfor this growth patternwill be pointedout
eredto beoneof the weakerspotsin theeconomy.) in the concludingparagraphs.

Available data indicate that the district richly Although thedistrict laggedthe nation in terms
shared in the over-all economicadvance:But ex- of employment growth, it outran the nation in
isting evidencealso indicatesthat growth ratesof termsof unemploymentimprovements.As may be
thedistrict weregenerallybelowthoseof the entire observedfrom Chart 2, the district outperformed
nation. the nation in every yearof the 5-year expansiOn.

The economicgrowth experiencedduring the in 1965 the numberof unemployedin the district
five years naturally resulted in gains in employ- haddroppedto 80 per cent of the 1960 number,
ment and declines in unemployment,and these whereasthe like numberin the nation was nearly
aspectsof growth within the district as compared 88 per cent.
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Chart 1 — Civilian employment growth, Chart 2 — Pattern of unemployment num-

Ninth district and U.S., 1960-1965 bers, Ninth district and U.S, 1960-1965

A chart of unemploymentrates would appear
quite similar in patternto Chart 2 indicating a
much tighter labor situationin the district than in
the nation.In the nation the 1965 ratewas4.6 per
cent, while the numberof unemployedin the dis-
trict was 3.8 percentof thecivilian work force.

Wag. and salary employment
Becauseof the difficulty in estimatingthe num-

ber of self-employedand domestic workers, and
becauseof a decline in the numberof workers on
farms, which tends to retard the growth in total
civilian employment,the growth in the numberof
wage and salaryworkers is generally considered
to bea betterindicatorof progressin the employ-
ment sectorthan total civilian employment.The
wage and salary categoryis often referredto in
the literature as “nonag employment”; but this
is somewhatof a misnomersincewageand salary Clearly the impetus for the current expansion
employment excludesnot only farm workers but hascome from the wage and salaryworker cate-
also the self-employedand domestics.Wage and gory As may be observedfrom Chart 3 the dis-
salaryemploymentaccountsfor about84 percent trict also shows up better in this categoryof em-
of total civilian employmentin the nation,and for ploymentthan it did in total civilian employment
about two-thirds of total district employment (Chart 1). This is in part due to the greater
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weight placed on agricultural employment in the Montana’s growth followed the district pattern
district relativeto the nation: in termsof employ- quite closely during the first three years of the
ment the agriculture sectoris by far the largest expansion,but deceleratedsomewhat in the last
of the major district industrial sectors,while it two years.This slowdown was due primarily to
ranks in a low fifth place in the nation. Further- the constructionand manufacturingsectors.Both
more, this largeemploymentcategoryexperienced of thesesectorsexperiencedrelatively significant
a decline of about 15 per cent over the 5-year employmentdeclinesin 1964— the year in which
period and,consequently,exerteda depressingin- the growth patternwas broken. Most of the 1964
fluence on total employmentgrowth losswas recoveredin 1965.

SouthDakotaexperienceda growth patternsub-
State contributions stantiallydifferent from thoseof theotherstates

In generalthe record of wage and salaryem- gaining most in the earlystagesand declining in
ployment growth of the individual district states the later stagesof the expansion.Although this
exhibits patternssimilarto the district asa whole stateexperienc~dgenerally above-averageratesof
However, as illustrated in Chart 4, there were a growth in most of the major employmentsectors,
few significant deviations from the averagepat- the main impetusfor theearly advanceapparently
tern. Minnesota’sgrowth patternwasalmost iden- was due to the construction sector—- primarily
tical to thedistrict average— nota very surprising projectsinvolving the Missouri River Basin pro-
discoverywhen it is notedthat Minnesotaaccounts grams From 1960 to 1962 constructionemploy-
for about two-thirds of the district’s wage and mentadvancedby almost25 percent.Manufactur-
salaryemploymentand,consequently,weighsquite ing employmentalso madestrongadvancesduring
heavily in any district average, the first three years of South Dakota expansion,

Chart 3 — Wage and salary employment Chart 4 — Wage and salary employment
changes, Ninth district and U.S., 1960- changes, district states, 1960-1965
1965
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but by the fourth year both construction and
manufacturingemploymentdeclinedto aroundthe
1960 leveL A further sharpdrop in construction
employment in 1965 accountedfor most of the
over-alldeclinein wageandsalaryemployment.

In termsof employmentgrowth, North Dakota
wasthe outstandingstatein the district. It is the
only district state that exhibited a higher growth
rate than the nation over the 5-year period. No
onesectorappearsparticularly responsiblefor the
over-all advance: i( was relatively uniform and
substantialin almostall employmentcategories.In
1965only thetransportation,communications,and
public utilities sectorhad a level of employment
below that of 1960.

In terms of employment,Upper Michigan was
the softest spotin the district economy.Although
employment in the constructionsector advanced
rather strongly over the 5-year period as did the
financial and governmentsectors, all the other
major sectorsin 1965 were operatingat employ-
ment levels below thoseof 1960. On the brighter
side, by 1965 Michigan had recoveredabout 75
per centof theemploymentthat it lost in 1961.

Sector contributions

Excluding agriculture, most of the major em-
ploymentsectorsmadesignificant contributionsto
the over-all advance;only the mining and the
transportation,communications,and public utili-
tiessectorsin 1965 were operatingat levels below
thoseof 1960. In the district, tradeis the largest
(excluding agriculture) employment category.
This is followed by governmentemploymentand
manufacturingemploymentrespectively.This size
ordering of employment categoriesdiffers sub-
stantially from the national ordering where
manufacturing is by far the largest (including
agriculture) followed by trade and government
respectively.

The performanceof thesethreemajor employ—
merit categoriesis illustrated in Chart 5. The
district madestrong gainsin its largestand most
important sectors. Governmentemployment cx-
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Chart 5 ~- Employment by sector, Ninth
district, and US., 1960~-1965

periencedby far the largestgainsof all the major
employmentsectorsin the district— this was the
case for both percentage gains and absolute
numbers.

Becauseof the downwardtrendin thenumberof
workerson farms. it is extremely important to the
district that trends iii the largest district nonfarm

employment sectorscontinue if thereis to be any
hope that the district will be able to handle the
change in urban-rural employment relationships
by any meansotherthan out-migration.

Labor force

Up to thispoint, theemphasisof this articlehas
beenon growth— growth in a positive sensein
employment and growth in a negativesensein



Chart 6 — Civilian labor force, Ninth ds~
rrict and U.S., 1960-1965

unemployment.Also important to the analysis is
thesource of supply for this employmentgrowth

the civilian labor force. This is the fuel cell
which enablesthe growth machineto keep run-
ning. Chart 6 showsthat the nationallabor force
grew by over 7.0 per cent over this 5-year period
of expansion,while the district grew by L6 per
cent with essentiallyzero growth from 1964 to
1965. Presumablyout-migration~wasa principal
reason for this slow district labor force growth,
but analysisof this questionis beyond the scope
of this article.

This chart offers the principal explanationfor
thedistrict’s more rapid decline in unemployment
as illustrated in Chart 2. Expandingemployment
withoutexpandingthe work force logically implies
a decline in unemployment.

This chart, togetherwith Chart 2, also appears
to hold thekey to the(listrict wageand salaryem-
ployment growth pattern in 1966.The district has
already reduced unemploymentratesto near the
practical minimum. Although there is still some
room for further declines,they will be harderto
achieveas the unemploymentrate approaches3

per cent. Consequently,without a further expan-
sion of the work force, the district will rapidly
reachits limits of employmentexpansion.

Of coursethe decline in farm workers is pro-
viding a supply of workers to thewageand salar~
sector. In 1965 therewasa declineof 33,000farm
workers in the district; but this Was three times
theaveragedeclineof thepreviousfour yearsand
cannotbe expectedto continue. At the sametime

therewas an increasein wageand salaryemploy-
ment of 42,000. On the basis of this past experi-
ence,and assuming(1) no changein the number
of self-employedand domestics,(2) no changein
thecivilian work force, (3~an increaseof 43,000
in wage and salary employment, and (4’t a de-
creaseof 30,000in farm workers,then the district
would experienceanunemploymentratein 1966 of
about3.2 per cent. From the above discussionit
would seemthat the “weakest” assumptionhereis
the size of the decreasein the number of farm
workers. If this decline were a more reasonable
15.000,then (togetherwith theotherassumptions
the district’s unemploymentrate would be on the
order of 2.8 per cent. A~unemployment rate of
this magnitudewould result in a very tight labor
situation and might even be consideredan un-
reasonablegoal given the fact that the rate was
3.8 percent in 1965. Consequentlygrowth in the
work force seemsimperative for stronggrowth in
employment levelsin 1966.

Perhaps work force expansionis not an un-
reasonableoutcomesince the work force has re.
mained stagnant primarily becauseof net out-
migration. The healthy economicclimate which
appearsto be in storefor thedistrict in 1966 may
be enoughto halt, or at least slow down, the out-
flow of workers.
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conditions.

A surveyof theNinth district’s major economic levels haveengenderedmore optimistic appraisals
indicators covering the first month of the new of thebusinesssituationin theruralareas.Farmers
year showsmostly pluses— in somecasessubstan- are being led to believe that growing world food
tial ones.All categoriesof employmentshowedin- shortagesmay at last keep prices up to more
creasesfrom a year earlier, with manufacturing, reasonablelevelsand thusrelievethe severeprice-
mining, andconstructionshowing gains of 5 per cost squeezethat has plagued agriculture in re-
centandbetter.Total nonagriculturalemployment, cent years.
on a seasonallyadjustedbasis,was up 4 percent January banking developmentsin the Ninth
from Januarya year earlier and up 1.5 per cent district are marked by further increasesin time
from December1965. depositsat all memberbanks,with some pausein

Paralleling the favorableemploymenttrendsin demanddepositgrowth and total loans.That time
Januarywas a further reduction in the district’s deposits haveexpandedis no particular surprise

unemploymentrate to an estimated3.3 per cent in view of the higher ratesoffered for savings by
from 4.3 per cent a year ago and 3.7 per cent a most commercialbanks.Someof this, of course,is
month earlier. For the nation, the unemployment at the expenseof demanddepositexpansion.That
ratein Januarywas 4 per cent. loans slowed a bit in January is a bit surprising

Another indication of continuing economic in view of general economicgrowth; hence this
strengthis shownby the available data on the in- may be only a temporaryphenomenon.The feeling
dustrial use of electric power— up 14 per cent among hankers generally seemsto be that the
from a year earlierand 1 percent from December demandfor loans,particularly businessloans, is
1965. This, togetherwith strengthin the index of indeedvigorous.The ratio of net loansto deposits
production worker man hours series, indicates at memberbanks in Januarywasabout the same
further improvement in the district’s industrial as in 1)ecemher, hut considerably above year-
outputcomparedwith 1965 earlier levels. Daily average federal funds pur.

AlthoughJanuaryretail salesfiguresare not yet chased by all member banks during January
availablefor the district, increasesin the January also were up from month- and year-earlierlevels,
bank debits series-of 17 per cent from a year although this was partially offset by some decline
earlier indicatesa favorabletrend. Expansion in in borrowingsat the FederalReservebank.The
new car registrationsas late as Decemberis one availabledatathereforesuggestsa slightly declin-
evidenceof salesexpansion. ing trend in bank liquidity or credit availability,

In agriculture,continued relatively high price butthis may belookedupon asan acceptablesitua-
levels and substantialmarketingshave lifted farm tion by those who are concernedwith inflationary
incomesto more respectablelevels. Thesehigher trendsin the U.S. economy.
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The jo/I ~ .celi.’tieil /s’pis /e’o’, il.~e Inir!ie:~/ar up 10 per cent. The sharpestdecline in crop re-
a~peeL~of the district’s cllrr,’rl/ ~‘.-orimni.’ o~’ne: ceipts occurredin South Dakota where the total

was down 14 per cent.The valueof crop market-

Farm income ings in Minnesotaand Montana was off 3.6 per
tops record cent. Increases in thevalue of total farm market-

Relative agricultural prosperity in the Ninth ings ranged from 8.4 per cent in North Dakota
district continued through 1965 as year-enddata to a low of 4.9 per vent in Minnesota. Gains in

indicatea new record high in terms of cash farm total receipts from marketings in Montana and
income.Strong livestock prices during the fourth South Dakota amountedto 6.4 per cent and 5.3

quarter boosted farm incomes to record levels, percent respectively.
Cash receipts from the marketing of livestock
amountedto almost $700 million, exceedingthe CASH FARM INCOME; NINTH DISTRICT’
1964 fourth quarter total by almost 16 per cent. (miHionsof dollars)

Crop salesduring the fourth quarter advanced2 1961 1962 1963 1964 1965
Crop receipts $1,017 $1,165 $1320 $1,248 $1 243

per cent over the year-earlier ngure to a total om Livestock receipts 1,974 1,969 1,909 1,948 2,147

about $40() million. Total cash farm receiptsdur- Total cash — — —

ing the fourth quarter thus amountedto almost receipts 2.991 3,134 3.229 3.196 3,390
- - Direct government

$1.1 billion, up 10 per cent from 1964 and the payments 184 242 268 344 374

largestfourth quarter figure on record. Total cash farm
income 3,175 3,376 3,497 3,540 3,764

For the most part the year 1965 was the year 4 fall states

of the livestock producer. District cash receipts “estimated

from the sale of livestock were estimatedat $200
million, or 10 per cent higher than those of 1961. Direct government payments to farmers in-
Crop receipts,on the other hand,remainedvirtu- creased17 per centover thoseof 1964 in Montana
ally unchangedfrom the 19(4 level. ‘fhus, total followed by increasesof 11 per cent in South
cash farm receipts increased6.1 per cent above Dakota, 10 percent in Minnesota,and 3 percent
the 1964 level establishingthe 1963 total of about in North Dakota. While Minnesota receivedthe
$3.4billion as a district high. largest amount of these payments,$133 million,

Cash flow to farmers during 1965 was further the relative importance was greatest in North
enhancedby an e~timatedi~.7 per cent increasein Dakota as would be expected in a state where
direct government paymentsto farmers partici- grain production is dominant, in North Dakota
pating in the various federal programs. Adding governmentpaymentsof $111 million amountedto
the $374 million in governmentpaymentsto cash 1~per cent of cashreceiptsfrom farm marketings.
receiptsfrom marketingsbroughttotal cashfarm South Dakota farmersreceived$76 million in di.
income to more than $3.7 billion or 6.3 per cent rect payments,7 percentof cashmarket receipts;
abovethe 1964 total. and Montana,$55 million or 13 per cent of cash

Each of the four whole district statesexperi- market receipts.
enced impressivegains in the value of livestock The estimated cash receipts from marketings
marketingsduring l9(~3.The largestrelative in- plus governmentreceiptsproduced the following
crease,almost 16 per cent, occurred in Montana state totals for 1965: Minnesota, $1,699 million;
followed by an increaseof 12 per cent iii Siuth Montana,$474 million; North l)akota, $803 mu-
Dakotaand 9 per cent in North Dakotaand Mimi- lion; and South Dakota, $787 million. These

nesota.Crop receiptsgenerally fell short uf 1964 figures are record highs for each of these dis-
levels except in North Dakotawhere the total was trict states.
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Industrial activity about 2.9 per cent abovethe 1964 average.This
shows strength lattergrowth rateis slightly higherthan thegrowth

Preliminary dataindicate a high level of indus- rate in over-all wageandsalaryemplo~mnent.
trial activity in theNinth district during thefourth
quarter 1965. After a strong advanceduring the Gold and silver
first 11 monthsof theyear,the indexof industrial pr~t1th0n high
use of electric power in the district reached a l)omestic gold production rose 10 1.7 million
Decemberlevel almost 13 per centabovetheyear- ouncesin 1965, the highestlevel since 1960; and
earlier leveL Thiswas thelargestyear-to-yeargain silver output, at 38.6 million ounces, was the
observedin 43 months.Most major industriescon- largestsince1956.
tributed to the advancewith the exceptionof elec- Gold output increasedsubstantiallyin Utah and
trical machineryand food and kindred products, Nevada,and was slightly higher in South Dakota,
both of which were essentially unchangedfrom thenation’slargestgold-producingstate.All South
the year-earlierlevels. Dakota gold was from the Homestakemimic at

The index of production worker manhours, Lead.Themill operatedat a maximumdaily eapac.
anothermethod of measuringindustrial activity, ity of 5,500tonsof ore.
advancedto afourth-quarterlevelabout5 percent
aboveyear-earlierlevels— an appreciablegain for Most of the gain in domesticsilver production

camefrom IdahoandUtah,which morethan offset
this indicator.

Evidenceof growth in industrial activity is in- declinesin Colorado and Montana. Consumption
dicatednotonly in thecombinationof strengthin of silver in industry and the arts in the U.S~in-
themajor indexes;expansionis alsosuggestedby creased14 percent, and the useof silver in coin-
thefact thatemploymentin the mining andmanu- age increasedsharply for the fifth consecutive
facturing sectorsduring 1965 is estimatedto be year, reaching a record of about 320 million

ounces.

Industrial activity, Ninth district, 1965 Net exportsof gold in 1965 were more than
three times those of 1964. Imports of silver ex-
ceededexportsmarkinga returnto a tradepattern
morenormal than that of 1964 whenexportswere
more than twice as large as imports.

The Treasury’sstocked silver bullion dropped
sharply in 1965 reflecting the increaseddemand
for the metal for industrial use and for coinage.
In July legislation was enactedto eliminate silver
from the dimeandthe quarterandto reducesilver
contentof the half-dollar.

(The new half-dollar, which went into circula-
tion this month, consists of a clad material of
which the outsidelayersare 80 percentsilver and

20 per cent copper, and a core of about 21 per
cent silver and 79 per cent copper.The new coin
on the wholecontains40 percent silver insteadof
90 per centas formnerlv.
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Federal Reserve System actions during 1965

Dh~ountrate
In effect January 1, $965 ....... 4 %
December 6. 1965 4½%
In effect December 31, 1965 4V2%

Reserve requirements
Percentage required

Demand deposts Time dapos~ts
Reserve AU other Reserve Afl other

city member city member
banks banks banks banks

lneffectJonuary I, $965 16½ $2 4 4
In effect December 31, $965 . .. . 16½ $2 4 4

Margin requirements on stocks

In effect January I, 1965 70%
In effect December31, $965 70%

Maximum permissible interest rates
payable on time and savings deposits

Savings deposits Other time deposits
Under I year Under 90 days
I year end over 90 days and over

In effect January I, $965 4% 4% 4 % 4’h%

December 6, 1965 4% 4% 5½% 5Y2%
In effect December 31, 1965 .4% 4% 5Y2% 5V2%
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Economic

1. Swift dam underway 3. Equipment firm expands
A ~2.9 million replaceinuut f~rth~1964 flood- A new $350,000office and a~semhlyplant has

damagedSwift dam nearDupuyer, Montana is be- been completed for a l~ismarck,North Dakota
ing built for the PonderaCounty Canal and agricultural equipmentmanufacturingfirm. The
Re~rrvoirCompanyby theBureauof Reclamation, firm, KirschmannManufacturing Company,pro.
The 205-ft.-high. 600.ft.-Iong thin-arch concrete ducesfertilizer attachmentsand drills. The addi-
structureon Birch creek, now 15 per cent corn- tion is the third for the companysince it moved
plete,is scheduledto be finished in 1967. to Bismarck in 1957.

2. Gas from Wyoming 4. Arsenal reoctived
Montana-Dakota Utilities Company has pro. The Twin City Army Ammunition plant, Arden

poseda 248-mile 12-in, naturalgaspipelineto run Hills, Minnesota,hasbeenreactivatedfor the pro-
from Wind river basinin centralWyoming to near duction of small-armsammunition.When in full
Belle Fourche, South Dakota. The proposedline production, employment will top 1,000 with an
will permit thecompanyto move increasedvolumes annual payroll of $7 million. FederalCartridge
of gasto markt’ts in its 4-stateservicearea. It will Corporation, which has maintained the govern.
also passthrough areasof the Powderriver basin rnent-ownedarsrnal in standbycondition since it
which are productiveof oil andgas. was idled eight years ago, will be the contractor-

operator.


