
Contents
Petroleum exploration and production
in the Ninth district P. 2
Current conditions in the Ninth district. . . .p. 10

~ E~8E~R.VE BA1~C OF ~LI~N6APOLIe

NOVEMBER 1962



Petroleum exploration and
production in the Ninth district

WILLIAM K. KOENKER

One of the in.du.strü.~swhich iui,s intwilwcd ~ substui~t~in~wuii uidw~tiyin NOrth Dakota and
-significant elementof diversification to the econ.- Montana. The purpose of this article is to out.
omy of tIu~western Ninth district is peiroleum line recent tre,tds in e plotatiuu wid produaion,
productionand refining. Although production itt to discussthe rdatüsnshipbetweenreserLesand
Montana datesbackto World War 1, thedIscoi.’ery production, and so commenton certain develop-
of oil in the i’~t’S5OflAntidinc portion of the WIi’- inenis whiüh wiU in/inert ce tJ~ekii~ger-term.course
tistort Basin in 1951,beganthe developmentof a o/ the industry.

Recent trends mograph work in both Canadaand the U. S..

Subsequentto thediscoveryof oil in North Da- which has occurredbecauseof the generalover-
kota in April 1951,occurreda markedincreasein supply of domesticand foreign crude oil and be-
geologicaland geophysicalwork in Montanaand causeof the priority given by major oil compa-
North and South Dakota. This increaseand the flies, which do most of the seismographwork, to
subsequentdeclineis shown in the following tabu. their foreign concessions.The decline shown in
Lation of thenumberof seismographparty weeks, the tabulation, however, was greater than that

experiencedgenerally in Canadaand the U. S. In

SEISMOGRAPH PARTY WEEKS, NINTH DISTRICT 1953, the peak year, seismographwork in the
STATES three stateswas 13 percent of all seismograph

(Number of party weeks) work in the two countries,butby 1959, it hadde-
Montana North Dakota South Dakota Total dined to only 4.5 percent. This relatively large

1961 447 187 13 647 decline occurredpartly becausenew discoveries
1960 1048 381 52 I,481 in the latterpart of the perioddid notequalthose
1959 654 362 49 1.065 ( —

1958 141 464 0 605 found from 1)51 to 19S1. me more significant
1957 936 293 23 1,252 explanation, however, lies in the fact that the
1956 1,472 316 84 1872 major companies already have under lease a
1955 1440 504 104 2048 largeportion of the morefavorableareasandare
1954 1,928 1,235 268 3,431
1953 3,147 1,619 269 5,035
1952 1,848 278 2,728 4,854 .

1951 566 215 1,061 1,842 ‘This •~ticIeis a condensation of Dr. William E.
1950 648 253 151 1,052 Koenkers study for the ‘Minneapolis Federal Resórve

Source: J~’eissues of +he Bulletin 0i ihe American Asso- Bank, published under the title Petroleum Reserves
ciation of Petroleum Geologists. end Production Facilities in the Ninth Federal Reserve

District.

Or. Koenker is a Professor of Economics at the U&-
fhe recentdeclinein geoph~‘,ical activity in the versify of North Dakota

threestatesis part of an over-all decline in seis- .
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postponingfurther exploratory work until domes- coverablereservesof at least1 million barrels of
tic prices improve, oil or 6 billion cubicfeet of gas.North Dakotahas

The trendin geophysicalwork in Montanaand experienced47 profitable new fields out of the
North Dakota was matched,with a slight lag, by 915 newfield wildcats drilled overthelastdecade.
developmentsin exploratory drilling. The most This is a successratio of slightly more than 5
consequentialtype of exploratory operationcon- percent,much in excessof the recentaverageof
cernedthe searchfor new field wildcats, which in- 1.47 percentfor the U. S. Thus,while the number
volves drilling on a structureor an environment of producingwells relativeto dry holes has been
neverbefore productive.The following tabulation below thenationalaverage,theproportion of gen-
indicatesthe amountof new field wildcat drilling uinely profitablestrikeshas exceededthe national
since1951. average.

Productionof oil in Montana increasedfrom
about 9 million barrelsper year in l~)30,to al-

NtW 1LLLD WILDCATS most 31 million barrelsin 1961. In North Dakota,

Montana NorTh Dakota South Dakotó productionincreasedfrom 25,000barrels in 1951,
Year Producer Dryhole Producer Dryhole Producer Dryhole to over 23 million barrels in 1961. North Dakota
1961 3 155 3 75 0 5 production could be ox might be substantially
1960 6 138 6 64 0 8 greater if production from its principal fields
1959 3 93 10 77 2 13 (thosealong the NessonAnticline) werenot pro.
1958 9 110 17 14 I tO
1957 5 172 18 138 ~ 40 ratedto the amount of crudewhich canbe taken
1956 7 182 5 82 0 45 by the Mandan refinery. In contrast, Montana
1955 9 163 6 60 I 39 exerts control over production only when it is
1954 6 125 3 115 I Ii apparentthat certainwells may produceat a rate
1953 6 121 7 68 0 lB harmfultothereservoir.
1952 tO 98 4 33 0 17
1951 5 63 I tO 0 6

Crude oil prices
The price receivedfor crudeoil at the well de-

It will be notedthat the declinein wildcat drill- pendsmainly on its quality and the cost of get-
ing hasbeengreaterin North DakotaandSouth ting it to refineries.Quality differencesare stated
Dakota than it has beenin Montana. In part this primarily in terms of gravity with the lighter
hasbeendue to thegreaterdepthof wells in west- crude being worth from 2 to 5 centsper barrel
em North Dakotaand the hesitancyof independ- more becauseof the highergasoline yiekl. Crude
ents to undertakethe greater risk involved in oils with sulphurcontent in excessof 1/2 of 1 per.
deepdrilling. The largerdecline in North Dakota cent are priced at a discountwhich will vary in
occurred despite the fact that the ratio of dry proportion to the proximity of refineriesable to
holes to producing new field wildcats over the take sour crude. Crude prices at the well vary
decadewas only about10 to 1 in North Dakota, from the $2.9~price for most oil producedalong
while it was about 20 to 1 in Montana. These the NessonAnticline in North Dakota, to around
ratios both are higherthan the 8 to 1 ratio which $2.40for mostMontanacrudeandas low as$1.84
prevailed for the total U. S. over the decade, for some North Dakota heavycrude which cur-

The fact that a newfield wildcat may be a pro- rently has to move to Twin City refineries by
(Iuucr doesnot meanthat the field will be profit- combinationof rail and pipeline. Mainly because
able in terms of eventualpayout. A field is as- of the distanceto primary refining areas,the av-
sumedto be profitableonly if it has ultimate re- erageprice of Ninth district crude is somewhat
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below the 1961 nationalaverageof $2.89per bar- from fields in the Lignite, Newberg, Sherwood
rel at the well, areasof North Dakotato Twin Cities or Head-of-

With the completion this month of the Portal the-Lakes refineries is 70 cents per barreL The
Pipeline from Minot to Clearbrook, Minnesota, new all-pipeline rate to the Head of the Lakes
all of the major producingfields in the district will be 47 cents, and to the Twin Cities it will
will be servedby pipelinetransport.Only isolated be 56 cents. These rates are irs addition to a
smallfields in Montanaand westernNorth Dakota gatheringcharge of 12.14 cents, which is not
will still utilize truck andrail. The economicad- being changedwith the opening up of the new
vantageof pipeline transportis illustrated in the Portal line.
Humble line from southcentral Montanato Bill. The16-inch l’ortal Pipelinehasa presentdesign
ings. The rail rate was 24 cents, the initial pipe- capacityof 70,000barrelsper day.This could be
line ratewas ~ cents, and the current rate is increasedto 100,000barrels; however, thereare
6 centsper barrel. The presentrail-pipeline rate currently available only about 23,000barrels of
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throughput per day. This disparity means that in lieu of all othertaxes,amountstu only 5 per.
the owners(Great NorthernRailroad -45% Hunt cent of the valueof currentproduction.This was
Oil Company—45%and NorthwesternRefinery— estimated in a recentstudy at about 139 cents
10 ~i ,) eitherare optimistic aboutthe prospectsof perbarrel, somewhatmorethan the 11.1 cent tax
increasedproduction in the areaor expect to di- in Wyoming, but much lessthan the 20.1 cent tax
vert somecurrentproductiongoingin otherdixec- per barrel in Montana.’ The Montana tax is a

tions. If additional throughputcan be found, it combinationof license, conservationand general
will make possiblefurther substantialreductions propertytax andis ~urrently subject to consider-
in rates. ablecriticism from drilling contractorsand other

In addition to quality factorsandtransportcost
differentials, the net price of crude at the well is

affected by severanceand othertaxes on produc. Data f~om9. H. Harn~sh,A Comparative Tax Study of
- Montana s Oil Industry, Bureau of Mines and Geology,tion. In North Dakota the severancetax, levied MontanaSchool of Mines, Butte, 1961.
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Chart 1 =- Proved natural gas eserves and current production,
Montana and North Dakota

barrel~of capacity per
streamday Most small, non-
integrated refineries lack
modernequipmentfor cata-
lytic crackingandotherpro-
cesses,and operateundera
largecost disadvantage.

ever, many of them

seemable to operatesuccess-
fully, becausethey have
found a niche in the in-

dustry where they are shel-
tered from direct competi-
tion with the major, name-
brand companies. In some
casesthey makegood useof
a specialtype of crude not
desired by the integrated
companies; in other cases
they marketa special prod-
uct or supply their own re-

tail outlets.

independent refineries
without access to foreign
crude havebeen particular-
ly subject to the cost-price
squeezeof the past decade.
Between1951 and 1961, the
average price of refinery
products increasedby only

independentoperators, who argue that it dis- about 5 percent.whereasthe price of crude in-
couragesexplorationanddrilling in that state. creasedby about 17 percent.The product-versus-

The networkof crudeoil pipelines,productlines crude-pricespreadperbarrel declinedfrom $1.13
andrefineriesin the district is shownon the map. in 1951, to 87 centsin 1961.This forcedeven the
~iost of the integratedcompanieshaving refin- smaller refineriesto install new equipmentto se-
criesin the district also havea controlling or sub- curemore high-octanegasolineand otherhigher-
stantialinteresteither in crude lines, in product valuedproductsoutof their crude,andto get snore
lines or in both. This controlassuresthem a regu- than a barrel of productsout of their crude.
lar supplyof crudeandaccesstomarkets.

In additionto six refineriesin the region owned
by major integratedcompanies,eleven independ. Natural gas and natural gas liquids
ent refineriesoperate,to encompassalmost half
of the refiningcapacityof the region. Six of these In additionto crudeoil producingand rehisitig
are relatively small units, with less than 5,000 in the region exists a substantialnaturalgas in-
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dustry. Most of the gas re-
servesin North Dakota are
associatedwith oil or are dis-
solved in solution with oil,
which meansthat gaswill be
produced only as a joint
product with oil. In Mon-
tana,thegasis mainly of the
non-associatedtype. Meas-
uredin termsof comparable
unit heatingvalues, the na-
tural gas reservesof both
statesare equivalentto about
two-fifths of the liquid pe-
troleum reserves. Much of
the naturalgas needsto be
produced at a rather even
ratethroughoutthe year,de-
spitethe factthat its primary
use for spaceheating tends
to be concentratedin the
winter months.This has led
to the developmentof a very
substantialamount of stor-
agespace(about 91. billion
cubic feet locatedmainlyin
the Baker field in Montana.

In additionto naturalgas,
Montana and particularly
~\orth I)akota havesubstan-
tial reservesof natural gas
liquids. Two plants in Mon.
tanaandthreerelatively new
plants in North Dakotaex-
tract liquifiable petroleum
products (propane, butane
and natural gasoline) and
then sell the dry gas to gas transmissioncorn- Reserves ofnatural gas and crude oil
panics. Prices of natural gas come under the The data in Chart I indicatethe trend over the
new areapricing regulationof the FederalPower pastdecadein reservesand productionof natural
Commission and currently range from about 5 gas.A declinein naturalgasreservesin Montana
centsperthousandcubicfeet in the older Montana has occurredsince the peak in 1952, and North
fields, to 15 and 16 centsfor gasproducedin the Dakota’s gasreserveshavesuffereda very recent
NessonAntichine areaof North Dakota. downturn. The current situation with respect to
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the relation between reservesand production of North Dakota is 8.2 yearsand 17.5 yeais, respec-
naturalgas is shown in the following tabulation tively.
Dataarc in billions of cubic feet. Thesefigures reveal why genuineconcernhas

arisenabout the declinein explorationand drill-
Ratio ~f reserves -

Production Proved re~erves to current ing in the two states.The reasonfor this decline
during 1961 at end of 1961 production which is given major emphasisby independent

Monta~ 36 596 16.6 producersis the excessivesupply of domesticand
North DoLi&, 23 949 41.5

imported crude and the conconiitant failure of
crude oil prices to move up with drilling and

Thesedata signity that at the prc~t1Lrate ~ other costs. The solution which they espouseis
use and in the absenceof any new discoveries,

to cut back imports, which currently amount toMontana’s gas reserveswould last only about about 13 percentof the new supply of petroleum

16.6 years. Montanadistribution companiesare
in the U. S., to the 1956, pre-Suezlevel.already importing substantialamounts of gas

Ninth district producersare more concerned
from W~oming.andare likely to begin importing about Canadianthan overseasimports, because
from Canada.In North Dakota, where gas pro. overland imports areexempt from quota limita.
duction is resti-icted indirectly through market

tions and becausethese imports have almost
demandpro-rationingof oil production,the exist- doubled in the past two years. More specifically,
ing proved reserveswould last over 40 years at
the current level of utilization. Natural gas used they are concerned becausemost Canadianoilcomes into the midwest portion of the U S..
in easternNorth Dakotaand northernMinnesota

where it competesparticularly with North Dakota
is broughtin from Canada. crude. Tile)’ argue that Canadashould be per-

Thedatain Chart II iiidicate thatproved crude suadedto import less overseascrude into their
oil reservesin Montanahavedeclinedsubstantially

easternprovincesand thereby be less pressured
since 1954, andthat they havedeclinedin North

to sell PrairieProvincecrudein the U. S. The cx.
Dakota since 1960. The current relationship be-
tweenreservesandproduction may be seen more emptionof Canadianimports from quota limita-
easilyin the following tabulation.Dataarein mil. tions,however,wasbasedon a continentaldefense
lions of barrels. policy and theassumptionthat Canadianoil would

be availableequallywith that of the U. S. in event
Ratio ofreserves of an emergency.

Production Proved reserves to current With respectto the more general question of
during 1961 at end of (961 production

31 251 8.2 increased restrictions on overseas imports, the
NorTh Dôkut~, 24 4(3 17.S principal argument offered by the independent
Unted States 2.512 34,759 12.6 producersis that reducedimportswould bestserve

our defenseneeds.The defenseargumentassumes,
The reservesituatiuii is not actually as serious in the eventof a major war, thatwe would be cut

asthe ratio column would indicate,since it makes off from overseasimports (including those from
no allowance for production undersecondaryre- Venezuela) and that the currentlevel of domestic
coverymethodsor for the fact thatprovedreserves oil productionwould not beadequate.Therefore,it
haveratherconsistentlybeenrevisedin an upward is argued that imports should be curtailed even
direction. Setting aside theseadjustmentfactors, more in orderto increaseexplorationand to have
however,the datashow that, in the absenceof any availablea largerknown reserveof oil.
newdiscoveriesor relianceon importedcrudeoil, The defenseargumentis to a largeextent based
the life of the petroleumindustryin Montanaand on the assumptionthat the next war will be like
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World War II. In the ageof the hydrogenbomb duction of items in which we havea cost advan-
andintercontinentalmissiles, an unlimited war is tageor,at least,lessof a costdisadvantage.
likely to be shortand devastatingand is not likely The most recent argumentfor further restric-
to require large and sustainedsuppliesof petro- tionson overseasimportsof oil is that thecurrent
leum. Military planningdoes recognizethe possi- level of inWorts (about 1.8 million barrels per
bility that there may be a longer, drawn-out day) constitutesa substantialdemandfor foreign
aspectof sucha war for which some stockpiling is exchange.It is pointed out that our adversehal-
necessary. However, if massive movementsof ance-of-paymentssituation could berelieved if im-
troopsand suppliesare necessaryand possible it ports were reduced.However, it shouldbe reniem-
seems probable that supply lines through the bered that if foreign countriesearnfewer dollars
Caribbeancanbe keptopen. If this should prove as a result of American import barriers,they will,
to be impossible,reliancewould needto be placed in the long run, buy fewer American exports.
on the vast increasein production that could be Moreover, they may retaliate by increasingtheir
obtainedfrom existing wells if they were allowed import restrictions against American goods.
to produceat their maximumefficient rate.World Hence, increasedrestrictionswould not be likely
War II experiencealso indicated the extent to to improve even our goodsand servicesaccount,
which productioncanbe diverted from non-essen- to say nothing of our capital account.
tial civilian to military use. It should also be pointed out that dividends,

Insteadof being unlimited, a future war may, profits and intereston direct investmentby Amer.
like the Korean War, be limited in its theaterof jeancompaniesin foreign oil currently amountto
operationsor in its application of weapons.This over one billion dollars annually. To the extent
kind of war will not require a major war effort that theseforeignearningscanberepatriated,they
on the part of the U. S., and main reliancewill be constitutea significant offset to the exchangeused
placed in the use of ready forces. Under condi. in crudeoil purchases.There is also anotherre-
tions of a limited war it is also likely that the spectin whichcrudeoil imports havea beneficial
channelsof international tradewill remain open effect on the U. S. balance-of-paymentsposition.
exceptfor the areasinvolved in combat.It is par- That position dependsto a greatextent upon the
ticularly unlikely that the U. S. would be cut off ability of Americanproducersto competesuccess-
from its sourcesof Venezuelancrude. In view of fully with Europeanand other counterparts.To
the probablenatureof either an unlimited or a the extentthatoil importskeepdownenergy costs
limited war, it is doubtful that a markedincrease for Americanproducers,their competitive position

in the domesticsupplyof crudewould berequired. is protected.
Hence national defenseprovides a questionable Theseconsiderationsand others indicate how
basis for tighteningup on import quotas. inextricably the oil import and oil price situa.

Strippedof the defenseargumentthe case for tion is boundup with broadconsiderationsof na-
isiore effective quotashas little economicjustifi- tional interest.Regardlessof how influential im-
cation. It is not an efficient use of resourcesto ports may be on the level of crudeoil pricesand
spend$1.75to find and producea barrel of oil in on the level of drilling activity in the district, the
the U. S., whenoil canbe found and producedin issue presumablywill be decidedin Congresson
the Middle Eastfor about50 centsper barrel and the basis of the national interest.
transportedto the U. S. for aboutanother40 cents Although the prospectsfor immediateresump-
per barrel. In view of this cost disadvantage,it is tion of large scale drilling do not seem good,
snoreefficient to importcrudeoil anddivert labor, thereareseveralbasesfor confidencethat drilling
steelandotherresourcesin the U. S. into the pro- will ultimately be resumedand that new reserves

NOVEM6~R1962 9



will be found in the Williston BasIn and other Basin, deep drilling along the Rocks’ Mountain
basins farther west in Montana. It is significant front, and deeperdrilling along the west side of
that major oil companiesare continuingto hold the Williston Basin and in the SweetgrassArch.
large blocks of leasedland in the Basin. Leases In North Dakota, except for deep drilling in the
given up usually have been acquiredby other NessonAnticline area, therehas been very little
majorcompanies.Thesereservesare so largethat drilling to formations of pre.Mississippianage.
they are notlikely to beexhaustedwithin a decade However, in 1961, six successfulwildcats were
or so. When they are, however,or when other drilled in formationsof Devonianageat the 11,000
forcesmake domesticcrude more valuable, it is foot level. Most geologistsbelievethat substantial
probablethat thesecompanieswill resumedomes. amountsof oil exist at thesel~elsor in deeper
tic seismographand drilling work. formations in the central part of the Williston

A factor which makes this longer terni pros- Basin. At the presenttime the probableexistence
pect likely is the confidencewhich mostgeologists of this oil is consideredas a “reserve” by the
have in the existenceof substantialadditional oil major companies retaining their leases in the
reservesin the westerntwo-thirds of the district, area.Whentheneedfor crudebecomesmoreacute
According to knowledgeablegeologists,the most thereis likely to be a resumptionof drilling anda
promising exploration in Montanainvolves drill- prolongation of the life of the industry in the
ing in the Montana portionof the PowderRiver region.

conditions.

‘I’ he upwardtrend in the district ecosiurnydur- economy;butmoreof them ~vrmerecordedon the
ing September and October continued some- strong side.
what stronger than the national rate. District An important source of strength in recent
economicindicatorsrevealeda mixed trend, some months has come from the farm sector. While
pointing up and some down as in the national farm incomes usually rise at this time of year,
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with farmersmarketing their grain and livestock, the ~ear throughOctober roseslightly morethan
the increasehas been markedly greater than a seasonally.The total numberof wage and salary
year ago over large areas of the district. The workers was up 2 percentin Septemberand,ac-
higher farm income is the result of this year’s cordingto preliminary estimates,up 2 percentin
nearrecord crop output and of higher prices re- Octoberfrom a year ago.Furtherevidenceof im-
ceived for livestock and livestock products. provementin the employment picture is the de-
Although lower grain prices prevail throughout dine in the number of workers receiving unem-
the district, they havebeenmore than offset by ployment insurance.The number in the district
higher pricesfor other products. during Septemberwas down 41 percent, corn-

l)istrict retail sales in Septemberand in the paredwith the total a ~ear ago; the filing of
first half of October were at a lower level than in initial claims was down nearly 4 percent.
thenation, but by mid-month evidencepointed to An exceptionto the moderateexpansionin eco-
the beginning of a rise in volume. Department nomic activity is found in the iron ore mining
and generalstoresalesin Septemberwere 1 per. regions.Contraryto the usual trend, employment
centabovethe yearearliervolume.The seasonally andpayrolls beganto decline in August. The ton-
adjustedindex of departmentstoresaleswas up 2 nageshippedin Augustwasdown 11 percentand

percent from a year ago, down 1 percent from in September,18 percent,compared with 1961
Augustand down 5 percentfrom the peakof last shipments.However, the tonnageshippedduring
April. The first two weeksof October showedde- the currentseasonat the end of Septemberwas
partmentstore sales in the Twin Cities and in still 10 percentabovelastyear.
Duluth and Superior,up 2 percent from a year Th~~outlook now is for an earlyclosing of the
ago.Newcar registrationin theTwin Citiesmetro- Great Lakes shipping season.Stocks of ore at
politan areawas down in September,in compari- steelmills in mid-Octoberwere sufficient to carry
son with thenumbera yearearlier, due mainlyto the mills through the winter months. As it has
the limited supplyof some1962 modelsbefore the become evident that orders for steel are not
introductionof 1963 models, rising as fast as anticipated,projectsto prepare

Retail store executives in most areasof the ore bodies for mining in 1963 have beenscaled
district are optimistic about the current outlook, down. Consequently,employmentand payrolls in
Some retail chains, with outlets largely in this theiron oremining regionsmay reacha relatively
region, had record sales in Septemberand an- low level in the approachingwinter months.
ticipated a high volume during the entire fourth District adjustedpersonalincome for Septem-

quarter. The rise in sales observed this fall is herwas up slightly, 0.4 percent,from the previous
attributedespeciallyto the improvementin farm month. The increasewas entirely in the farm
income and to larger payrolls in manufacturing sector. For the first time in eight months, U. S.
centers, personalincomedid not rise in September.

Department store sales in the U. S. during
Septemberwere up 6 percent from a year ago,
up 2 percent from August and equalto the high The fu/lowing. .‘Iet’lial (ojne~iie~.cr1bepuriteUllJr

reachedlast March. Total retail sales,seasonally ~ °f~ II1$IVjCIS enrt ent economic~ccene-,

adjusted,declined 1 percent in Septemberfrom
August, reflecting a further decreaseat durable
goodsstores.particularly in the saleof new cars FARM INCOME MOVES UPWARD
temporarilyin short supply. Farm incomesin the Ninth district show con-

District nonfarmemploymentfrom the first of siderableimprovementas farmersmovegrain and
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livestock to market. After experiencinga slight a slight improvementover the 1961 total.
advanceduring the first six monthsof this year Contributingin a large degreeto the improved
over the sameperiod of 1961,cashreceiptsfrom farm income picture is this year’s crop output.
farm marketings moved aheadmarkedlyduring Preliminary figuresreleasedby the U. S. Depart.
July and August. The increaseduring those two ment of Agriculture on October 15 indicatedthat
monthsamountedto 12 percentand 16.8 percent, this year’swheatcrop would run 66 percenthigh-
respectively,over July and August of last year. er than that of 1961, and 15 percentgreaterthan
Thus,cashreceiptsto farmersthroughAugustwere the averageoutput of the 1951-1960period. A
running4.8percentaheadof thosereceivedduring complete reversalfrom last year hasoccurredin
the first eight monthsof 1961. This figure corn- North Dakota,wherespringwheatanddurum pro-
pareswith the 1.6 percentgain in cashreceipts duction figuresare up 96 percentand280 percent,
by all U. S. farmers. respectively, from the figures for last year’s

drouth-strickencrop. In termsof all wheatclasses.
North Dakota’sproduction is set at 161.1 million

TABLE 1~CASH $~ECEiPTSFROM FARM bushels, comparedto 68.4 million bushels last
MARKh~TlNGS,JANUARY-AUGUST year. All wheatproduction in Montanatotaled 90

(millions of doll~rsJ million bushels,up 36.4 million from last year;

1961 1962 and South Dakotawheatproduction totaled 29.5
Minnesota 933 960 + 2.9 million bushels,a 10 percentreduction from last
Montana 179 205 + 14.5 year’s crop,largelydueto rustdamage.TheSouth
North Dakota 297 338 +13.6 Dakotawheatcrop is also 6 million bushelsshort
South Dakota 407 409 + .6
Ninth District* 1,999 2,093 + 4.8 Os t e - average.
United States 20270 20,597 + 1.6
~ $5 counhes in MchiQaii ond 26 counries n Wis- TABLE 2—CROP PRODUCTION. DiSTRICT STATES*
consin. .. . . .(millions of bushels)

Percent change

As shown in table1, $67 million of the district Average Indicated (962 from
1951.60 $961 1962 1951.60 avq.

gain of $94 million is attributableto increasesin M 258.4 179.6 298.3 + 15.4

Montana and North Dakota. Recently, a sig. Winter wheat 50.6 50.1 53.9 + 6.5
nificant improvementoccurredin the latter state. Spring wheat 183,0 (11.0 177.8 — 2.8

At the end of July, cashreceiptsto North Dakota Durum 26.5 18.5 66.6 +151,3
Oats 342.4 279,6 358,6 -4- 4,7

farmers lagged5.4 percentbehind thosereceived Barley 143 7 108 5 1880 + 308
during the same period of 1961. During the Rex 32.2 19.4 30.3 — 5,9

month of August, however, receipts were 74.3 Rye 10.1 8.8 19.7 + 95.0
percent higher than the receipts of August 1961, Corn 366.7 429.6 387.8 + 5.6

with the result that the cumulative total at the Soybeans 43.8 61.2 49.2 + 12.3
end of August was more than 13 percent ahead *lnctudes~. y tha Four full sTates.

of last year. Much the samepatternheld in Mon-
tana, although the August 1961-August 1962 Productionof other small grains also showed
figures showed a smaller,yet significant increase decidedimprovementover last year’s output and
of 38.5 percent.Cash receiptsin Minnesota and surpassedthe 1951.1960averagesin all casesex-
South Dakota fell off more than 5 percent dur’ cept flaxseed.
lug August as comparedto the same month of Theestimatedoutputof cornandsoybeansis set
last year. Both states,however, still maintained below lastyear’s figures, although bothcropsare
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Percent change in farm price5 received index Sept. 15, 1962 ~ompi.ired with Sept. 15,
1961 and Aug. 15, 19624

expected to exceed the 1951-1960averages. in bushelsover the 1951-1960periodand4.8 million

Minnesotathe productionof corn andsoybeansis bushelslast year.
expectedto reach260.6million bushelsand 45.2 Furtherencouragementin the farm incomesit-
million bushels, respectively, both down more uation can be found in the generallevel of corn-
than 20 percent from last year. The corn out- modity prices received by farmers. The chart
put in South Dakota is estimatedat 120 million shows that the index of prices receivedfor all
bushels,up 20.8 percentfrom last year, and soy. commodities on September15, 1962, has ad.
beansat 2.4million bushels,up8 percent. vancedin eachof the districtstates,exceptNorth

An added feature in the South Dakota feed Dakota, over the index level on the samedatelast
economy is the growing importanceof sorghum year and a monthearlier this year.That the index
grain production.The outputof this crop, which was4 percentlowerthanlast year in North Dakota
is almostthe equivalentof corn in many respects, cams be explainedby a drop in the price of most
is expectedto total 6.6 million bushelsthis year, grains from lastyear’s drouth-inducedprice 1ev-
comparedwith an averageoutput of 3 million els. For example,the averagepricepaid to farm.
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ers for durum was $3.05perbushel on September when plus $26 million was registered.The per.
15, 1961, and $2.20 on the samedate this year. ceritagegain wasthe largestsince 1956.

Other price reductionsoccurredin oats, rye and In the first two weeksof the October period,
barley in that state.Lower grain pricesgenerally businessloansand total loansof districtcity banks
prevailed throughoutthe district, with the excep- rose $1 million; this compareswith declines in
tion of wheat prices in Montana.There the in- all but one of the previouseight Octobers.The
creasein wheatprice offset reductionsin other sametwo week periodshoweda growth in coun-
grains,so that the cropprice index showeda pos- try bank loans of $8 million in keepingwith the
itive change. patternof otherrecentyears.During the postwar

Higherprices for livestock and livestock prod. period, country bank loans rose in all but one
ucts were primarily responsiblefor the rise in the October.
all-commodity index. In ~loistana,the livestock The district deposit picture remainedstrong,
price index rose 13.6 percent over the September with percentagegains in total depositsat both
15. 1961 figure, the highestlevel for any month city and country banks, from September12 to
since April 1959. Strongprices for beef animals October 10, exceedingthose of a year earlier.
accountedfor most of the increasein that state, Absolute gains,of course,were even larger rela-
with steersand heifers bringing $25.10perhun- five to a year ago. In the sameperiod, percentage
dredweighton September15, up $3.20 from last time depositgrowth wasaboutthe sameas a year
year, and calf prices advancing$3.60, to reach earlier at the countrybanks.but morethan three
$29.90per hundredweighton September15. Sim- timeslarger thana yearearlier at the city banks.
ilar increasesin cattlepriceswereexperiencedin City bank demanddepositsgrew at a lesser rate
the otherstates, than a yearago.

Hog priceswere generally higher than a year Averagedaily borrowingat this bankwas little
ago throughout the district, with dairy andpoul- changedthroughOctober 17 from the September
try pricessomewhatlower in theeasternpart corn- level of $658 thousand.The entire increaseto
pared to last year. $853 thousandin Octoberwaslodgedat the coun-

try banks,while the reservecity banksremained
out of debt, as they had in September.

DISTRICT BANKING DEVELOPMENTS FEDERAL GOVERNMENT

District memberbanks showed a very strong PROCUREMENT IS UP
loan picturein September.The city bankgain of District manufactureof durable products has
$43 million was the largestabsoluteincreasefor expandedsignificantly since the first of the year.
Septemberin the postwarperiod and the largest An important factor in the larger demand has
percentageincreasesince 1950. In contrastto the been the value of contractsawardedby both ci-
$16 million August addition to total loans which vilian and defenseagenciesof the federalgovern-
was all in businessloans, the Septembergain in- ment.
cluded $17 million loans to brokersand dealers, The seasonallyadjustedindex of industrial use
$9 million loansto nonbankfinancial institutions of electric power, an indicator of manufactured
and $13 million in the otherloans category. products output in the district, was up in August

At country banks,the Septemberloan increase almost 71,4 percent above the January figure;
of $25 million was larger than the absolutegain mostof the increaseoccurredin the outputof dur.
for that month in all postwaryears except 1955, able products.As seasonallyadjustedindexeson
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employmentin durableand nondurablemanufac. tracts wereawardedin eachof the statesof Mon.
turing are not available,the growth in employ- tana, North Dakota and South Dakota, and 40
mentcanonly bemeasuredby thepercentincrease percentwereawardedin Minnesota.
from a year ago. In the first eight monthsof this As the work on missile baseshasnearedcomple-
year, employment in plants producing durable tion, contractawardsfor theseprojectshavefall-
products was up 7 percent,while in the nondur- en off sharply. In the current year, the contract
ableplants,it was up only 2 percent. awards again are concentratedmore heavily

among manufacturingfirms, which in this dis.
trict, areconcentratedin Minnesota. In the first

GOVERNMf~NTPRiMi~CONTRACT AWAROS iN half of 1962, $283 million of military prime con-

THE UPPER MIDWEST STATES, 1961 AND 1962* tractswereawardedin the four district states.Of
this total, 73 percent wasawardedin Minnesota,

Quarters 1961 (962 Percent increase 14 percentin SouthDakota,and only 7 percentin
First $ 32.771,305 $106,955,735 226.4% North Dakota and6 percentin Montana.
Second 73.552,927 (40,075,638 90.4 The amount of primecontractsawardedby both
Third 84,706,903 ((0,605,957 30.6 the civilian and defenseagenciesof the federal
Fourth 156,763,398 governmentin the uppermidweststatesare com-

piled by the MinneapolisField Office of the U. S.
‘The states included in the above tabulation are Minnesota Department of Commerce. The accompanying

Iowa, Wisconstn, North and South Dakota, Montana and
the Upper Peninsula of Michigan. tableshows that the amount awardedthrough the

third quarterof thisyearhasbeenup substantially
Source: Minneapolis Field Office, U. S. Department o~ from the corresponding period of a year earlier.
Commerce. To manufacturersof nondurablegoods,mostcon-

tracts were designatedfor food, apparel and
chemical products,and to durable goodsmanu-

The value of federal governmentalagencies’ facturers,for electronicequipmentandmachinery,
prime contractawards,compiled by states,gives both electrical andnonelectrical.A large number
only an approximateindication of the state in of constructioncontractswereawardedfor a wide
which actual production work is done. For the variety of projects, including river improvement,
majority of the contractsawarded to manufac- in the uppermidweststates.
turers, the tabulationsreflect the location of the The rise in the dollar amount of contracts
plant where the product is finally processedand awarded reflects the steady increase in federal
assembled. Construction contractsare compiled governmentexpenditures.Duringthe secondquar.
by the stateswherethe constructionis to be per- ter of this year, the seasonallyadjusted annual
formed. However, for some contractswith large rate was $62.1 billion as compared with $55.4
companieshaving more than one plant, and for billion for the first quarterof 1961.
contractswith service,wholesaleor other distri- The dollar amountof contractsawardedin this
bution firms, the allocation amongstatesis made region as a proportion of the total has remained
accordingto the addressof the contractor’smain quitestablefrom thebeginningof the KoreanWar
office, to the present time. Military prime contracts

In the four district states— Minnesota,Mon. awardedin the four district statesin 1961 and in
tana, North Dakotaand South Dakota— the mu- the first half of this year havebeenslightly less
itary prime contracts awardedaggregated$479 than 2 percentof the U.S. total. The proportionof
million in 1961. About 20 percentof thesecon- bothcivilian and military contractshas averaged
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suiiicwhat less, 1.3 perct:zit of the total. lncltidiiig tary COIIUaUb, about 5 pe~cenL.The large manu~

all of Michigan andWisconsin,thoughonly parts facturing complex, both on Michigan’s lower
of thesestatesare in the Ninth district, the dollar peninsulaand in southern Wisconsin, obviously
amountof militarycontractshasbeencloseto 51/2 assuresthe awardingof a relatively largeamount
percentof the total, and for bothcivilian andmiii. of contractsin thoseareas.


