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Federal financing for educational
plant facilities in the Ninth district

The federal governmenthas long played an After World War H federalfinancingto higher
important role in the developmentof educational educationexpandedinto other forms of assistance.
facilities for higher learning.Its participationcan For example, the Federal ~‘ublic housing Ad.
betracedbackas far asthe passageof the ~Iorri1l ministration sponsoreduniversity housing pro.
Act of 1862, when eachstatewas granted30,000 grams to accommodatethe veteransreturning to
acres of federally owned land (or equivalent in thecampuses;a SurplusPropertyProgramwas set

scrip) for eachsenatorand representativeit had up to help collegesanduniversitiesobtain surplus
in Congressfor the establishmentof land-grant governmentpropertyat a fraction of its original
colleges of agriculture and the mechanicalarts. cost. Later, colleges and universitiesbecameeli.
l’urther participationcame in 1881 with the pas. gible to acquire land adjacentto campusesunder
sageof the Hatch Act: agricultural experiment the Urban RenewalProgram; and financing of
stationsattached to the land-grant colleges were Construction of higher learning institutions in
set up by federalaid through the Departmentof economicallydepressedareaswas initiated under
Agriculture. Otherfederal funds historically have the Area RedevelopmentProgram.Another aid
been granted to colleges and universities for has been the College Housing Loan Program
specialeducationalprograms,such as agricultural under supervision of the Housing and Home
researchand extensionprogramsto help develop FinanceAgency.
farming techniquesanddepression-eragrantsand Most recently, governmentfunds have poured
loansfor constructionat public colleges, at ever increasingratesinto researchand develop-



ment in the sciencesanu technology.~mnce190U

the National Science Foundation has provided
matching grantsfor construction,renovationand
equipping of graduate-levelresearchlaboratories
in engineeringand in thenaturalsciencesand also
hasfinancedexpensiveand specializedequipment
for useby groupsof universities.The l)epartrnent
of Defensehas grantedsubstantialfunds to uni-
versities for constr ii -t ion, alteration, and equip.
ment of special researchprogramsand centers.
Many independentgrants or researchprograms,
including capital improvements,havebeen
financed by such agenciesas the Departmentof
Agriculture. FederalAviation Agency, Department
of Commerce,and the National Bureauof Stand.
ards.

Other funds to assistcolleges and universities
in scienceand technology researchand teaching
have derived from atomic science, space, and
health legislation. The Atomic Energy Commis-
sion, under the authority of the Atomic Energy
CommissionAct of 1954, makesgrantsto educa-
tional institutions for acquisition of equipment;
the National Aeronautics amid SpaceAdmini~ra-
tion is authorized to assist colleges and univer-
sities in expandingscienceand engineeringfacil.
ities; and the Health ResearchFacilities Act of
1956openeda roadfor institutions of higheredu-
cation to improve on-campusmedical and health
facilities and to build researchfacilities in the
related fields of biology, zoology, and psychology.

Another more recent agency to becomeactive
in federalassistanceprogramshas beenthe Office
of Education,madepossiblethrough the passage
of the Higher Education Facilities Act of 1963
and the Higher EducationAct of 1965. The pur-
pose of the Higher Education Facilities Act was
to provide grantsand loans for construction,re-

habilitation, or improvement of academicand
relatedfacilities suchas libraries,classrooms,and
laboratories for natural or physical sciences.

Under the Higher EducationAct of 1965,grants
were madefor the improvementof undergraduate

instructionfacilities suchas educationaltelevision
and special laboratory equipment.

Aid for plant facilities
Federalgrants for plant facilities in colleges

and universities have gradually increasedin the
Ninth district since the mid-1950sand have ex-
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pandedrapidly in the past two years. Prior to ceive aid. In the meantime,most federal grants
1955 federal funds for constructionand rehabili- continued only for land-grant colleges in the
tation of plants were grantedonly to Minnesota district: it was not until the enactment of the
institutions (Table 1). It wasonly after 1955 that 1963 and 1965 educationalacts that federal aid
institutions in other district statesstarted to re~ to privateschoolswas initiated,



Grants under Title I up to 4() per centof constructionand improvement

Funds resulting from passageof time i%;~A costs. In fiscal year 1965, $47 million was appro.
beganto flow into ever~’district stateat the start priated for this purpose. Five junior colleges in
of fiscal year 1965.Title I of this Act authorized the Ninth district (three in Minnesota and one
8224 million federal grants to institutions of each in Montana and North Dakota) receiveda
higher education for construction and improve, total of $1.6 million for constructionand improve.
ment of undergraduateacademicfacilities suchas ment of campusesand academic facilities. For
libraries, classrooms,and lecture halls. Colleges fiscalyear 196t~about$100million wasauthorized
and universitiesin the Ninth district received810 and 82 million was grantedto eight of the dis-
million (Table 2). Half of this amount was trict’s junior colleges.or 14 percent of the funds
grantedto the schools in Minnesota,about $1 .6 allocated to public-controlled institutions.
million each to the colleges and universities in in the Ninth district, most of the Title I grants
Upper Michigan and in northwesternWisconsin. were used on construction or improvement of
institutions in North Dakota, South Dakota, and libraries, campus buildings, and sciencelabora.
Montanareceiveda total of $1.8 million. Initially, tories. For fiscal year 1965, $5.7 million or 56
following past procedure, the majority of these per centof the $10.1 million grantswas spentfor
grants 93 per cent of the district total was libraries; about $2.7 million for undergraduate
appropriatedto public.controlledinstitutions but teachingfacilities in naturalor physical science,
the trend changed somewhatthe next year. lii mathematics,and engineering;and about $1.8
fiscal year 1966, when federal aid under Title i million for classrooms,lecture halls, and other
doubledboth in the nation and the district, private academic facilities. Of the $21.6 million grant
schoolsreceivednine times the amount they had receivedin 1966, $3.6million or 17 per centwas
received the year before $739,000 in i 9( - grantedfor libraries; $7 million for sciencebuild-0

$6,651,000in 1966). Further, the increasewas ings and laboratories; $5.3 million for under-
31 per cent of the Title 1 grant in the district, graduate facilities; and about $4.1 million for
Congress authorized $460 million from which general purposes.Under the Higher Education
about $22 million was grantedto the schools in Act of 1965, amendmentswere madeto remove
the Ninth district.Minnesota institutions werestill restrictions on Title I grants under the Higher
the largest recipients,and the state’sprivate.con- Education Facilities Act of 1963. Schools now
trolled institutionssharedhalf the grants.Schools may obtain grants in fields otherthan the limited
in Montanawere grantedabout tentimesas much ones set by the 1963 Act. Thus, $1.5 million was
as they receivedthe previous year. but about ç~ grantedto district schoolsof highereducationfor
per cent of these funds were for public colleges improving teachingfacilities in arts and human-
and universities.Federalgrants to other district ities.
statesranged from $1.4 million in North Dakota
to $2.7 million each in Upper Michigan and
northwesternWisconsin.

One factor that caused public institutions to
receive most of the grants was the special pro-
visions establishedto help community colleges.
Congressdesignated22 per cent of the Title I
money for the improvementof educationalfacili-
ties in public community colleges and technical
institutes, grants which may be used to cover



Grants under Title II designedto provide financial assistancefor such

Title 11 authorizedfederalgrantsto public and improvements.A $35 million grantwas authorized
private nonprofit universities and colleges and in fiscal year 1966, ~5() million for fiscal 1967,
cooperativegraduatecentersfor constructionand and $60 million for fiscal 1968 (see Category I
improvementof graduateacademicfacilities. The under Title ~1-A of Higher Education Act in
grantsprovidea matchingfund to cover one-third Table 2). In fiscal year 1966 about $663,000was
of the constructionor improvementcost. In fiscal given to the institutions in this district, the
year 1965, Congressappropriated$60 million for largest share.$306.000for schools in Minnesota.
this purpose,of which only $2 million wasgranted Colleges and universities in the northwestportion
in the Ninth district for library facilities. ~ of Wisconsin received$160000.As usual,public
gressauthorized$120 million the following year, institutions received the greatestshare,$505,000.

but only half of it was appropriated.Two univer- A special grant (Category II under Title Vl.A
sities in the district, one in Minnesotaand one in of the Higher Iducation Act in Table2) was ar~
Upper Michigan, both public-controlled institu- rangedto improve educationaltelevisionfacilities.
tions,received$845,000of this appropriationfor A total of $2.5 million was authorized in fiscal
constructionof library and sciencebuildings. No 1966 and 810 million eachyear for the following
privateschoolsreceivedany Title II grantsduring two fiscal years. Schools in the district received
thetwo yearperiod. $99,000 for purchaseof closedcircuit TV equip-

ment and materials, most going to institutions
Title Ill financing receivingthe CategoryI grant. A Title VI.A grant

Title III provide8 long-term and low interest must be matched by the institutions receiving
rate (3 per cent under the new amendmentof funds under it.
Higher Education Act of 1965) constructionor
improvementloans for both graduateand under- Impact on the Ninth district
graduate academic facilities. Congress appro. As a consequenceof the “baby boom” of the
priated $106.9 million for fiscal year 1965 and post-warperiod, a “college studentboom” is now
$110 million for 1966. A Title III loan may cover occurring in every part of the United States.
up to 75 per cent of the constructionor improve. More young peoplethan ever before are working
ment costs,and in fiscal year 1965 in the Ninth Ofl baccalaureateor advanceddegrees,and often
district threeprivate collegesand universitiesoh- are beinggiven public andorganizationalfinancial
tamed a total of $3.9 million in loans— - 63 per assistanceas they do so. It is predictedby Mush-
cent for sciencebuildings, 35 percent for library kin and McLoone that future degree-crediten-
facilities. In fiscal year 1966, $1.1 million loans rolment will be 7.7 million in 1970 and9.5 million
were also offered to three private-controlledin- in 1975’ (therewere 2.7 million in 1955 and 5.5
stitutiong for expenditures for library, natural million in 19()52).

science,and administrativefacilities. Ninth district college and university enrolment
increasedfrom about 88,000 in 1947 to 113,000

Grants under Title VU-A, Act of 1965 in 1956, and up to 211,000 in l9(~5.Many prob-

Due to the recent progressin teaching tech. lems have accompanied the student boom—

niques, the federal governmenthas takenon some ‘Selmn J. Mushk~nend Eugene P. McLoone, Public Spend-

responsibilityto improve undergraduateteaching ;~ for Higher Education in 1970, The Council of State
‘w’ernments ir~Cooperaton with the George, Washington

programsby providingaid for promotion of new University, February 1965

teaching methods, for modern equipment, and for mOpenng Fall Enrollment in Higher Education, 1955 and
1965, U.S. Department of Hea~ [~ :etion, end Welfare,up-to-dateeducationalmaterials, Title VI-A was Office of Education.
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crowdedclassrooms,inadequatelibrary facilities, for educationmay be gained from a breakdown
archaicteachingmethods,poor scientific research of all other expendituresfor selectedstates (see
and laboratory equipment,and inferior housing Table 3).
facilities; and the expansion of physical plant In fiscal year 1964, total federal payments
facilities hasbeenan obviousnecessity.But many for educationwere estimatedat $4 billion. Most
institutions have not been able to meet the tre- of thegrantsweredistributedto heavily populated
mendouschallenge from their regular or lion- stateswith larger collegeenrohnentsand highly
federal incomes.particularly for the construction developedscientific researchcentersand labora-
of specializedscientificresearchcenters.With fed- tories, suchas California, New York, andMassa-
eral grantsor loans to assistor to match part of chusetts.In California alone the federal govern-
the constructioncosts,a greatnumberof institu- ment paid $758 million for education— of which
tions havenow been ableto build or remodelthe

$566 million was appropriatedfor researchand
neededfacilities.

As previously indicated, prior to 1955 tradi- development purposes. The district total (four
tional federalprogramsdid not contributemuch whole states)was estimatedat $105 million, about
to the Ninth district school plant expansions,cx- 2,( per cent o.f the total expenditure.This vast
cept in Minnesota. For the nation as a whole, federal program involved all type.s of financial
federal grants were mostly concentratedin some assistancethrough numerousgovernmentalchan’
Eastern states,California, and a few large uni- nels, including funds for plant facilities. As mdi-
versities in the Midwest. Federalfigures for 1964 catecl,the grantsfor physicalplant facilities would
for plant facilities are not available,but an over.all have been relatively small in proportion to the
perspectiveof national federal funds distribution total stateshareof the federalfunds.



TABLE 4 — PROJECTED GRANTS AND LOANS grants, Congress will be pressedto enlarge its
UNDER THE HIGHER EDUCATION FACILITIES authorization. The 1965 report by the Office of
ACT OF 1963, Ii. S• AND NINTH DISTRICT Education showed that applications from corn-

(millions of dollars)
Ninth munity collegesfor Title I grantsexceededavail-

Year Title I Tt1. II Title Ill U.S. total Distrkt’ able funds by $81.3 million, and 4-year colleges
1966.67 453 60 3002 8l3~ 34.6 and universitiesapplied for more than $160 mu-
1967.68 510 90 300 900 38.3
1968-69 510 120 300 930 39.6 lion over the amount grantedunder the Title,
1969.70 510 120 300 930 39.6 The projectedfederalaid underHEFA, accord-
1970.71 510 120 300 930 39.6 ing to the Office of Education,would be over $800
l97172 510 120 300 930 39.6 million for fiscal 1967 and about$900 million or
1972.73 510 120 300 930 39.6 over for each of the following sevenyears (see
1973.74 510 120 300 930 39.6

Table4).
Basedon a 2-year (1965, 1966) average percentage of For the past two fiscal years, the district has
district share, i.e. 4.26 per cent of the U. S. total.

2 Consists of $200 million appropriotion and $100 million been receiving an averageof 4.26 percent of the
derived from proposed new FNMA participating pooi. total grantsand loansdistributedunderthe Higher

~ Unauthorized. Education Facilities Act. If the same
Source: U. S. Office of Education, proportioncan be realized in the future, the district institu-

Due to the increasing emphasison improving tions will receiveabout $34.6 million of .HEFA
collegeeducationalfacilities by the federalgovern- funds for fiscal year 1967,$38.3niillion for fiscal
ment during the past two years,district colleges 1968, and approximatelyabout $40 million each
and universities receivedtotal grants and loans year in the 1970s.In the meantime,if the district
of $16.1 million under the HEFA of 1963 alone sharesthe sameportion of 1965 HEA Title VIA
in fiscal year 1965. increasedto $24.3 million i~ grant in the next two years, an additional $1.4
fiscal year 1966 (including $845,000under the million will be injected in this areafor fiscal year
HEA of 1965). Thesegrants and loans helped 1967 and about$1.6 million will be addedto the
32 campusconstructionandrehabilitationprojects predicted$38.3million HEFA funds in fiscal 1968.
in 1965, and 113 projects (including educational Combined with all other future grants andloans
TV programs) in 1966 Thesegrantsare expected undervariousfederalprograms,thedistrict should
to increaseconsiderablyin the nearfuture as the experience increasing construction activity and
federal governmentassumesmore responsibility, rapid expansionof college educationalfacilities
Since the demandfor the 1963 and 1965 typesof over the next ten years.
federal funds has by far exceededall available — Llz.BIE G. LIN
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conditions...
1n recentweekstheeconomyof the Ninth district of housing units authorized for the year to a
hasmoved aheadin the generallyupwardpatterns level almost20 per centbelow that of 1965.
establishedover the first eight months of 1966. But the impact of currenthigher interestrates
Employmenthasadvancedat substantialrates,and on thedistrict’s housingindustry doesnot appear
the industrialsectorof the economyhas grown— to be significantly different from thatof the entire
particularly mining. The constructionsector has nation — the numberof housingunits authorized
continuedto follow its establishedpattern,namely by permitsat the national level is down by more
a downtrend,but its over-all impact on the district than 15 percentover the year.
economyhasbeensmall. Except for South Dakota, district construction

District cash farm receipts achieved record employmenthasheld up well this fall: nonresiden-
highs in late summerand price trendsand pros- tial and nonbuildingconstructionhasabsorbeda
pective marketings indicate that receipts should large numberof workersdisplacedfrom residen-
continue to run ahead of those of 1965. Grain tial constructionwork.
prices, while trendingdownward during the latter At the end of the tl~irdquarter the industrial
part of the third quarter,strengthenedin October. sectorof thedistrict’s economyregistereda rather
Corn pricesshowedsomestrengthgoing into mid. low-keyupwardmovement.The indexof industrial
October after having fluctuatedto a considerable useof electricpower, after a slight dip in August,
extentduring the precedingfew months, wasup — with thepushcoming from consumption

Total employment in the district accelerated of electricityfor the manufactureof durablegoods.
somewhatduring September— in part becauseof The index of production worker manhoursde-
an increase(on a seasonallyadjustedbasis) in dined slightly. As reflectedby both indices,how-
the number of workers on farms. Wage and ever, the mining sector of the economyexperi-
salary employment was down slightly from the enceda substantiallygreater-than.averageadvance
August level but the averagegain over the first during September.
nine months of the year was about 4 per cent Since late summertotal credit at district banks
comparedwith a national rate of 3.8 per cent. has declined slightly — behaviorsharply in con-
(The gap betweendistrict and national employ. trastto the usual fall pattern.Creditusuallybuilds
ment rateshas remained fairly constantfor two up strongly during early fall, partly becauseof
years.) a heavy demandfor loans, and also becauseof

During Septemberthe numberof new housing sizableincreasesin investmentportfolios. In Sep.
units authorizedby building permits within the temberand early October, however, outstanding
district was about50 per cent below that of the loans declined while holdings of securitiesrose
yearearlier. The declinebrought thetotal number only moderately.
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The /ollowing selectedtopics describe particular Fed cattle prices declined seasonally during
r~,c/;t.~ctsof the district’s curreizi eeo,zoznicscene: the fall monthswith the drop being a little greater

than anticipatedearlier in the year. Someof the
Farm sector cash flows decline was due to an increase in the average
at record levels weight of cattle slaughtered.The averagemarket

Farm income.Cashflows into the district farm price fell from a high of ~23.75percwt. in mid.August to S25.23at the endof September,a level
sectorcontinuedat record levels during the third slightly below that of 1965. While beef prices
quarterof 1966. Estimatedcashreceiptsfrom the weresomewhatdisappointing,hog pricesheld to
marketingof farm products totaled $980 million more favorable levels— dropping from about
during the period, a 5 per cent increaseover the $25.00per cwt. on August 1 to $23.00 at the end
third quarter of 1965. All of the gain was ad- of September.Theseprices were slightly higher
countedfor by larger receipts from the sale of than 1965 levels and reflect a $1 percwt. gain over
livestock and livestock products.Crop saleswere last spring’s expectations.
slightly lower thana year earlier, presumablyre-
flecting the tendency of farmers to hold grains
off the marketthis year.The largestthird quarter Crop production. The October 1 crop report
gains among the district statesoccurredin Moii- indicatedlittle changefrom earlierestimatesamong
tanawherecashreceiptswere up over 15 percent. the small grains. District corn production was
Increasesof 5, 3, and 2 percent were recordedin estimatedat 445 million bushelson October 1,
Minnesota,South Dakota, and North Dakota, re- up from the 411 million bushels estimated of
spectively. The third quarter figure thrust the July 1. The October estimate makes the corn
district total to $2.6 billion for 1966, 12 percent crop 4 per cent larger than the 1960-61 average
aheadof that of the first nine monthsof 1965, and 21 per cent larger than the 1965 crop. Soy-

beanproduction estimateswere also revised up-
Farm product prices. Thepricesof farmcorn- ward from 92 million bushelson September1 to

modities movedto lower levels during the third almost 95 million on October 1. The latter figure
quarter. Grain prices for the most part peaked reflects a 70 per cent increaseabovethe average
out at the end of August and fell off throughthe and a 39 per cent gain from 1965.
month of September.Cashwheatpricesin Minne-
apolis droppedfrom around$2.05per bushel on
September1 to $1.93 at the end of the month, Livestock production. District farmers cx-
Theseprices, however,were well abovethose of, pandedlivestock feeding operationsthis fall, as
a year earlier when cash wheat prices ranged the numberof hogs and cattle on feed exceeded
about a level of $L70 per bushel. Corn prices that of a year earlier. The Septemberpig cropre-
fluctuated to a considerabledegree during the port indicatedan expansionof market hogsover
quarter,dropping to $1.33 per bushelat the end last year of 9 per cent in Minnesota and South
of Septemberafter reaching$1.40in August.Last Dakota. The bulk of thesehogs are expectedto
year corn priceswere generally under $1.20 per move to market during 1966. The number of
bushel. Soybean prices dropped sharply from cattleon feed on October 1 in the district totaled
$3.55 per bushel in mid-August to $2.80 per 703 thousandhead, up 7 per cent from a year
bushel at the end of September.Even with that earlier. The number marketedduring the third
decline, however, soybeanprices were about 50 quarterwas3 per cent larger than a yearearlier
cents per bushel higher than those of the third and marketings during the fourth quarter are
quarterof 1965. expectedto be up 4 per cent.
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Bank deposits up Onefactor which likely contributedto the slower
third quarter growth in time deposits was the

Total depositsat district banks increasedby ~ sharpcontractionat city banksduring September
per rent during the third quarterof 1966, more in holdings of large negotiablecertificatesof de-
than doublethe secondquarter rateof growth but posit ~C~s(. A portion of the maturing (1)s
considerablyless than the I 5.4 per cent first quar- wereusedto meet increasedcorporateincometax
Err pace.The rateof totaldepositexpansionin the liabilities and an acceleratedscheduleof payroll
July-4eptember~triui was not materiallydifferent withholding remittances.Also, district banksfound
from that recordedduring all of 1965. A~.has it moredifficult to hold maturing CDs as market
beenthe case in recentthird quarters,the growth ratesof intereston comparabletypesof securities
rate of time deposits exceededthat of demand often exceededthe ~½ percent mnaximnumrateof
deposits.The difference in growth ratesin recent interest memberbanks are allowed to pa~on
months narrowed, however, as the expansion of largeCDs.
time depositsdeclined while that of demand de- A slowdown in the rate of growth of time de-
posits increased.Time deposits advancedat an posits other than large CDs since early in the
annualrateof 9 per cent during the July-Septem- year also hasbeenevident,primarily in passbook
her interval, markedly down from the 121~per savingsand in smallconsumer-orientedcertificates
cent and 18 per centgrowth ratesrecordedin the of deposit. Following the liberalization of maxi-
second and first quarters resiwctively. In 1965 mum interest rateson most types of time deposits
time depositsincreasedby roughly 12½percent. early in December1965, a flurry of interest rate
Demnanddeposits,on the otherhand,increasedby increasesoccurredat district banks. Concomitant
5.9 per cent in the third quarter,reversingthe 3.7 with theseincreases,an unusuallyheavyinflow of
per cent contractionrecordedduring the April- time depositsoccurred,but by the secondquarter
Juneperiod and exceedingthe 1965 demandde. of 1966 consumer~typetime deposit inflow was
posit growth by 50 per cent, backto a near normal pattern.



Economic

1. Copper recovery plant underway 3. Ground broken for nuclear power plant
The AnacondaCompanyis constructinga multi- Northern StatesPower Companyhas broken

million addition to its Clyde E. Weed copper ore groundfor a $75 million, 472,000-kilowattnuclear
concentratingplant in Butte, Montana.The addi. power plant at Monticello, Minnesota.The plant
tion, plannedfor completion early in 1967, will will be the first in the Ninth district designedto
improverecoveryof acid solublecopper from ore. meet big city powerrequirements.Completion is

expectedfor the spring of 1970.

2. Electronics firm plans new products 4. Aeronautical division expands
Otis RadioandElectronicCorp. is expandingits The Aeronautical division of Honeywell, In-

manufacturingoperationin Canton,SouthDakota. corporated,hasleasedan additional98,000square
The firm currently manufacturesTV coils, but is feetof plant spacein Roseville,Minnesotafor the
planning to move into the production of other manufactureof air datacomputers,displaysand
electronic components.The company located in fuel measurementsystemsfor commercialjet air-
Cantonthree yearsago and employs175 persons. craft, and radar altimeters for helicopters and

othermilitary aircraft. A total of 400 employees
will be added.


