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i’his article is thefourth in a seriesconcerning
agriculture in the Ninth district. The material
usedas a basisfor this article is taken from the
re.cearehthat i~én progressin conjunctionwith the

s b g - [

Agrl(ulturaf activity in the Ninth district in-
eludesa broad spectrumof farming patterns.In
the eastern parts, intensive operations such as
dairy and corn-livestockfeeding farms are domi-
nant.while in the westernprairies, land is used
more extensively in large wheatfarms and cattle
ranches.Betweenthese extremesthe diverse pat-
ternsof prodiwtion merge,andboth intensiveand

Upper Midwest Economic Study. Each article
discussesa particular “type-of-/arming” area as
delineatedin the study. In the current issue, the
economicpicture in Area V is discussed.

extensiverultural methodsare used. Such a mid-
die groundis typified by Type-of-FarmingArea V.
This area,defined as a small grain-corn transi-
tional area, covers much of the easternhalf of
South Dakota, stretching from the Missouri River
to the extremeeasterntier of counties.It also in-
cludesa sinai! section of southeasterrNorth Da-
kota. Its distancefrom northto southrangesfrom
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200 to 250 miles, and from east to west about
150 miles.

Wide variationsin soil type, topography and
climate are characteristiof Area V. The terrain
variesfrom level to rolling, andit becomegather
rough, particularly around the tributaries of the
\iissouri River. The easternhalf of the areacon-
sistsof the dark coloredsoils of subhumidgrass.
lands, in contrastto the dark brown soils of the
western semiarid grasslands.These factors give
rise to marked variationsin crop adaptation.

While the soils are fairly fertile, the yields of
cropsare dependento a largedegreeon available
moisture. Annual precipitation in the northern
lart of AreaV rangesfrom 18 to 22 inches, and
in the southerncountiesfrom 20 to 25 inches.
Crop failure due to drouth is one of the most
severeéhazardgo farmingin the area.Thegrowing
seasonaveragesabout 120 days in the northern
section and about 160 days in the southern
counties.

Farm production

Cash receipts from the sale of Area V farm
productsaveragedalmost 10 percentof the total
receiptsin the district during the period 1954-58.
This amountedo $353 million in 1959. The sale
of livestock accountedfor 53.6 percent of the
total, reflectingthe importanceof livestock. Crop
sales accountedfor 38.3 percent,with dairy and
poultry products making up the remaining pro-
portion.

While the numberof the various kinds of live-
stock on farmsin any one year is influenced by
seasonaland cyclical fluctuations, some distinct
trends are evident. The number of cattle and
calves shows a definite upward trend, having
doubledin numberbetween1939 and 19~9The
numberof hogson farmsin 1959, was morethan
four timesthe numberin 1939. An oppositetrend
is found in milk cows,whereth%numberdeclined
about 38 percentduring the 2~-year period.

The mostimportantcropsin the areaare corn,
oats, barley and wheat. Over the period 1954-58,
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TABLE |-CASH RECEIPTS BY SOURCE, AREA V)
SELECTED YEARS

All Products Source

Millions Per Crops Live- Dairy Poul- Forest
Yoar of dollars cent stock percent 4ry
1939 52 1000 397 400 1.8 a.4

1949 283 100.0 319 54.9 5.1 5.0
1954 291 1000 4319 448 47 45
1959 353 1000 383 538 3B 43

W
1944 I93  100.0 43.] 408 il 8.9 oA
|
A

Basic data source: Census of Agriculture and United States
Department of Agriculture reports,

corn averagedabout 20 percentof the crop acre-
age,oatsandbarley,about21 percentand wheat,
12 percent. Soybeansand flax are of minor im-
portance.

Land use and farm size and number

Land in Area V farms increasedfrom 17,051
thousandacresin 19 11. to 19,763thousandacres
in 1959, an increaseof 11.6 percent.During this
period, cropland averagedess than two-thirds of
the total. The proportion of open pastureland,
which averagedless than one-third of the total,
was much higher than prevailedin areasto the
east, but muchlower thanthe averageopen pas-
ture land in the areaswvest of Area\-. The amount
of woodland was negligible, accountingfor less
than one percentof tile total.

The total numberof farms declinedfrom 38,-
816 in 1919, to 34,854in 1959, a drop of over
10 percent. The number of commercial farms
(those with farm product sales of $2,500 or
more) declined 6.2 percent,and noncommercial
operations (those with farm product sales of
less than $2,500) fell 23.1 percent. The decrease
in farm numberswas greater proportionally in
the Group Il commercialfarms (those with sales
of betweenS2,500and $10,000) and in the non-
commercial farms. As shown in Table 2, the
proportion of Group I commercial farms (those
with farm productsales of over $10,000) has in-
creasedsteadily.

Average acreagesize of farms and their eco-
nomic classification generally are correlated



closely. The Group | rommimmiercial farm averaged
1,063 acres. while the smaller Group Il farm
averaged4s() acres.and the noncommercialfarm
averaged239 acres.The declinein farm numbers
was relativelygreateramongunits with small acre~
ages.ln 1949. 20.2percentof areafarms wereless
than 220 acresin size. Ten yearslaterthe propor-
tion had droppedto 17.4 percent.Theproportion
of farms 500 acresand over increasedrom 33.6
percentto 41.9 percent during the sameperiod.

TABLE 2—NUMBER OF FARMS BY SIZE IN

SPECIFIED SALES VOLUME GROUPS:
SELECTED YEARS, AREA V

All Farms Commarcial
Group Men-
All Com- | n Cam-
Year number parcent marcial percent  marcial
1945 38816 100.0 765 136 &9 2135
1954 38,029 100.0 B02 158 M4 198
1959 34 854 100.0 ™7 19 548 0.3

Basic data source: Centus of Agriculture,

Capital investment

Total investmentin land, buildings, livestock
and machineryaveraged$1~48,392thousandper
year over the period 1954-58. The larger Group
| farms. 15.5 percellt of all Area V farms, con-
trolled 30 percent of the total; and Group Il
farms, almost ~3 percentof all farms, controlled
about59 percent of the total.

Land and buildings accountedfor 65.1 percent
of the total commercial farm investment; live-
stock claimed 14.8 percent,and machinery, 20.1
percent.Livestock investmentwasrelatively more
important thati machinery in the extremesouth-
western part of the area, and machinery invest-
ment was more than twice the livestock invest-
ment in the northeasternsection.lii general,only
slight differencesprevailed among Group | and
Group li farms regardingthe relativeimportance
of capital items.

Of the total livestock investment of $204,912
thousandon commercialfarms, cattle and calves

accountedfor 81.3 percent, hogs 12.6 percent,
sheep,lammibs and other stock, 6.1 percent.

The investmentin machineryper crop acre on
commercialfarms averaged$21.74; an averageof
$23.24 was invested on noncommercial farms.
Only slight differences were found in the per
acre machinery investmentbetweenthe Group |
and Group Il farms.

0mm a per farm basis, the total investmrient of
the Group | farm amountedto $70,883,while the
Group Il farm investmentwas $34,656, and the
noncommercialfarmer invested$19101.

Production expenses

Cash expenseson commercial farms averaged
75.8 percent of total production expensesThe
proportions were higher on commercial farms
than on the noncommercialand they were higher
also on Group | farms, comparedwith Group Il
farms. This means that depreciation, the non-
cash expense, averagedslightly higher on non-
commercialandGroup Il farmsthan on Group |
farms.

The most important items of cashexpensesare
purchasedfeeds and petroleum products. These
items together averaged around 25 percent of
total production expensesn all farms.

Labor utilization

Area V representsone of the leading sections
of tile district in termsof farm labor utilization.
Tile averagefarm utilized 83 percentof its avail-
able labor. This comparatively higher percentage
is dueto the operationsof the commercialfarms,
particularly the large Group | farms. For com-
mercial farms. the utilization rate averaged 89
percent,ranging from 84 percent on the Group
Il to 107 percenton theGroupl. Thehigh rate on
the Group | farms, and to some extent on the
Group Il operations,is probably due to the farm
size adjustments that have occurred in Area V,
andto the balancebetweenextensiveand intensive
farming patterns.Large operatorsfrequently are
in aposition to handleacresand animal units in
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fewer hours than standard labor requirements
provide as determinedby various farm manage-
ment labor studies.Thus, utilization figureswould
and did exceed100 percent.The levels, however,
do indicate that, relative to other areasin the
district. Area V farmershave mademuch greater
advancesin adjusting their operations to use
available labor more fully.

The problem of underutilized farm labor still
exists, however, especiallyon the noncommercial
farms. On these farms only 49 percent of the
available labor was utilized effectively. Although
this ratecomparesfavorablywith noncommercial
farms in other areas, it indicates the extentto
which underemploymentexists on many farms.

Production and farm product sales

As would be expected, cropping patternsin
this areavary greatly from north to south. The
patternsare muchthe same, however,betweenthe
commercial farm groups, and to a lesser degree
on the noncommercial farms. Harvested corn
acreageranged from 36 percentof total crop
acreagein thesouth, to 12 percentin the north.
The reversewas true for harvestedwheat acre-
age, which ranged from about2 percent in the
south to 19 percentin the north. Soybeanswere
relatively unimportant,except in that portion of
North Dakotaincludedin AreaV, wherethecrop
accountedfor close to 5 percentof total har-
vestedacreageThe highestproportion of flaxseed
alsowas producedin thatsectionof Area V.

Yields of the diversecropsalso variedthrough-
outtile area. For example,corn yields along the
westernedgeaveraged20 bushelsper acre coin-
pared to more than 30 bushels on the eastern
boundary. In generalthe highestyields were in
the North Dakotapart of Area V, which contains
soils of high fertility somewhatcomparableto
thoselying within the Red River Valley.

Comparisonsof crop yields among groups of
farms also revealedsome significant differences.
For example,corn yielded 25.9 bushelsper acre
on the Group | farms, 24.6 bushelsper acre on
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the Group Il farms and 22.5 bushels on the
noncommercialfarms. For barley, the yields were
26.3 bushels, 21.9 bushels and 16.5 bushels,
respectively.

Crops provided 38 percent of the total cash
receipts on commercial farms, while livestock,
e.g., cattle, calves, hogs, sheepand lambs, ac-
counted for 49 percent,and livestock products
for almost 18 percent.The relative importance
of these categoriesvaried greatly in the various
parts of the area. In the North Dakota section,

crops accountedor 56 percentcomparedto only
26 percentin the southwestcornerof the area.

TABLE 3—CASH RECEIPTS: DISTRIBUTION AMONG
COMMODITIES, BY GROUPS OF FARMS,
1954-58, AREA Y

Commercial— Men-
Al All Com- Cam-
Farms morcial Groupl Groupll mercial
L LS L AR DB N
Cash receipls from
markstings 1000 1000 1000 1000 100.0
Crops 38.1 385 368 39.7 30.8
Cern 2.3 a5 84 10,3 &1
Wheat 14,3 14.4 155 3.7 11.3
Oats 17 3.7 34 4.0 2.8
Barloy 22 22 20 2.3 .8
Soybeans e 3 1.0 3 b
Flaxsead 3.5 .9 1.1 44 5.1
All Other 3.8 3.8 35 4.0 3.0
Livestack and
Livastock
Products &1.9 &1.5 63,2 &0.4 692
Dairy products 5.4 52 2.8 &9 10.0
Paultry
producks 53 50 43 7.2 i
Cattle & calvas 308 309 7.0 26,6 8.4
Hags I& B 169 162 174 14.3
Shoop & lambs 1.6 l.& 9 1.3 &
Othar livestock
products kA 1.0 e | 1.0 2.2

Farm income

1"armersin Area V averagedan annualgross
income of $338,235thousandduring the period
1954-58.Commercialfarms, which constituted80
percentof the total numberof farms, contributed
94.1 percentof the grossfarmincome.l'he break-



Per farm gross income, expenses and net income, 1954 - 58 average, area V.

e

e | - ey

down between(;roup | farmsand Group Il farms
shows contributionsof 38.2 percentand 55.9 per-
centrespectivelyln termsof net incometheir con-
tributions were 43.6 percentand 53.4 percent.
Net income of noncommercialfarms contributed
3.0 percent.

Differences that exist betweenthe groupings
of farms are illustrated bestin the per farm in-
come summary (Chart). The net income per
commercialfarm averaged$4,467 or about eight
times that of the noncommercialfarm. The net
incomeof the Group | farm was morethanthree
times that of tile Group Il farm. The contrast
betweenthe Group | andGroupll farmsbecomes
all the more evidentwhenthe returnsto manage-
meat are considered.The return to management
was estimatedby deductinga 5 percentcapital

cost chargeand an alternativewage for the opera-
tor's labor. from the net income figure. In the
case of Group 1. farm managementreceived
$4,409 while boththe Group H and the noncom-
nmerciai farms showed negative returnsto man-
agement.

The above analysisemphasizesthe point that
many operatorsof Group Il farms would be
aheadeconomicallyif their capital were invested
elsewhereat 5 percent,and if the operatorwere
employedat a wage equalto the hired farm labor
rate. The relationship of returns and scale of
operationsto income indicates that tile remedy
for thosewho remainin farming is an increase
in the size of their operations.

Cash income from farming may come closer
to the incomeupon which decisionsare madeto
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continueor to leavefarming. ‘lhe netcashincome

or the difference betweencashreceiptsplus gov-
ernment paymentsand cash expensesis the in-

come which must cover family living expenses,
replace capital and repay debt. When cashin-
come falls to a level at which debt cannot be

serviced,the living standardfalls to a minimum

and capital equij)nlent becomes inoperable, the

farmer is likely to decide on alternative em-
ployment. Given the slowprocessof capitaldepre-
ciation, many farms, though uneconomic, may

be maintainedfor sometime on the basisof cash
income flows and capital depletion. This, how-
ever, is a noncontinuing process;and eventually
the farm unit mustbe expandedinto an adequate
economicsize or dissolvedto becomepart of the

farm consolidationprocess.

In Area V the net cashincome of $3,835re-
ceived per Group Il farm was generally inade-
quateto promote expansionand development.It
might be expectedthat some of tin-se Group Il
farms which accountedfor 60.7 percent of the
land in the area, would be consolidatedin the
future

TABLE 4—OFF-FARM EMPLOYMENT OF FARM
OPERATORS, BY GROUPS OF FARMS, 1954, AREA V

With off-

Woarking farm incame

Working off-farm 100 groater than
off-farm days or more farm income
B parcant of oparators
Eroup | 214 28 12
Ereup 11 59 Ay 25
Mancommarcial 9 18.3 20.3

AreaV isin general,pood-situatedin termsof
providing off-farm employment opportunitiesfor
the operatorsof small units. Only 46 percentof
Group Il farm operatorsin the areaworked off
the farm 100 daysor more during 1954. Off-farm
incomesof 2.5 percentof theseoperatorsexceeded
their on-farm incomes.Noncommercialoperators
relied more heavily on off-farm work asasource
of income.
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Intro-group comparisons

Purposesof separatingthe comnimlemcial farms
into two groups include determining how they
differ andaiding in the discoveryof solutionsto
their individual problems.To bring the differ-
encesout more clearly, Group | and Group Il
farms were comparedregarding certain income
and cost relationships. The ability to make immore
effective useof resourceson Group | farms was
reflected in the income levels generatedby the
two groups of commercial farms. As shown in
Table 5, Group | farms expendcd about twice
the input costs of Group Il farms, but received
more than three times tile grosS uieon—e.

TABLE 5—TOTAL COSTS* AND GROSS INCOME

Ratio of
Group | Group Il lta i
Tatal costs $17,075 $8.621 1.98
Grow income 21,483 1.727 2.7h

*Includes production expenses and the imputed coshy of
capital and labor.

Laboralso provided a meansof comparinghe
farm groups. The efficiency of labor is related
closely to the output per worker, as measurecby
the cash receipts attributableto each man em-
ployed on the farm. In the case of Group |
farms, each man employed generatedcash re-
ceiptsof $11,429,while on Group Il farms, each
man employedgenerateccashreceiptsof $6,678.
This productivity on the Group | farm gaverise
to a netreturn of $5,828 per man, comparedto
$2.226per man on the (Group Il farm.

Summary

AreaV is an agriculturaltransition areawhere
the extensiveand intensivepatternsof production
found on time boundariesof tile district tend to
merge. Over the years livestock have accounted
for between40 and 50 percent of total cash
farm receipts, and crops have claimed about 40
percent. The important crops are corn, oats,
barley and wheat; flax and soybeansare also



grown to some extent in the area. Total cash many of the smaller conunercialfarms and non-

receiptsamountedto $353 thousandin 1959. commercialfarms are likely to be in nonsustain-
Considerable adjustment toward larger farm able positions.Sincethesefarms accountfor more
ummits has taken place in the area. While farm than 60 percentof thetotal farm land, thereis the
imumbers have decreasedfrom 38,816 in 1949, likelihood of further farm consolidations.
to 34,854 1959, the proportion of largerfarms In general, the farm labor utilization figures
has increased steadily in terms of acreagesize derived for Area V compare favorably with
and sales volume classihcation.Much of the de- other district areas.On the Group Il commercial
creasehas beenin the group of smaller commer- farmsandon thenoncommercialfarmsa problem
cial farms; however, in 1959, 56.8 percent of exists of underutilizationof available farm labor.
all farms werestill in this category. Added to this problem is the relatively poor off-
Severalfactorstend to indicate that the adjust- farm employment situation found in the area.
mnent toward larger, more economical units will Thedata immclicatethat relatively few farmerswork
continue. On one hand, advantagesof size are to anygreatextenton part-timejobs. This is due
readily apparentin comparingdifferencesin pro- more likely to lack of opportunity thanto lack of
duction, costs and incomes of the two groups of willingness. Thus, givemm the farm consolidation
commercial farms. The greater productivity po- potential and the amountof underemployedarm
tential of the largerfarmsdoesnot comefrom size labor, local employment opportunities should be
alone, but fronm tile ability to command more encouragedOtherwise,the area’spopulation may
resourcesand to managethem better. Thus, the continue to decline, and many of the farmers
incentive to enlarge operationsexists for many who remain and attemptto make a living on in-
farmers. Omm the other hand, income data, par. adequatelsized farms will face marginal living
ticularly cashflow figures. show that over time, and operating conditions.

rE“[ conditions . . .

Oenerous rains covering the TNinth district in Lion. In a few easternareas,particularly the Red
recentweeks havegreatly improved over.all crops River Valley, theproblemhasbeentoo muchraimm.
prospects.Both topsoil and subsoil moisture sup. In such areascrops are a weekto two weeks be-
plies now are describedas adequatein formedv hind schedule.

dr-areasof thewesternpartof theregion; pasture Employment, production and personalincomes
and range areasare reportedin excellentcondi- montmued marking up modestadvancesthrough
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the first half of 1962.l)istrict employmentin May

was up 2.0 percentfrom May a year ago, andthe

number of personsdrawing unemnploymentcom-
pensationwas reduced substantially. Increasesn

manufacturingemploymentand in the industrial
use of electric power in recent months suggest
that nonagriculturalproduction has beenexpand.
ing. Total district personalincomes January
through May, seasonally adjusted, exhibited a

steady advance, with May personalincomes 6.4

percenthigher thanin May of 1961.

Departmentstore sales since the first of the
year haveshownlittle spark,with particularweak.
nessin this seriesin the Twin Cities areain recent
weeks.The weaknessnay be attributed,to an un-
known extent,to the lossin advertisingresulting
from the extendedstrike shutdownof the area’s
principal newspaper.Retail salesof automobiles
have beenexcellent, however; for example,auto
salesin the Twin Cities during the first half of
Junewerereportedup 37 percentfrom the same
period a year ago. Shipmentsof iron ore from
U. S. Lake Superior ports have been running
about doublethat of a yearearlier sincethe sea-
son opened, although substantially below a re-
cent 10-yearaverage.

In banking, a modestuptrend in demandde-
positshasoccurredat districtmembetbanks since
a year ago,with city banks,particularly,showing
averysubstantialincreasan time depositgrowth.
Bank investmentsalso have shown substantial
gains,especiallyat city banks.Theamountof out-
standingloans has increasedess percentagewise
than have total bankdeposits,with the resultof a
lower loan-depositratio and a slight improvement
in bankliquidity. Member bankshave beenbor-
rowing verylittle in recentmonthsfrom the Fed-
eral Reservebank,which is anotherindication of
arelativelyeasyreservepositionof membeibanks.

The following selected topics describe particular
aspects of the district's current ecomomic scene:
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FARMLAND VALUES

Estimatedvalueof farm real estatein the Ninth
district reachedan all time high during the past
year. On March 1 theindex of averagefarmland
value was up nine points over last year at that
date (chart).

Index of estimated value per acre of farm
real estate in the Ninth District, with im-
provements as of March 1. (1947-49 = 100)
index

200

180 Mg

00

|955 1950 198l 1962

Dollar valueof farmland in South Dakotain-
creased percentduring tile pastyearto lead the
other district states. Farmlandvalues were up 5
percentin Minnesotaand North Dakota. Record
levelswerereachedin virtually all statesthrough-
out the country. Nationally, the index of farmland
valueswas up nine points from last year.

ESTIMATED MARKET VALUE PER ACRE OF
FARMLAND (INCLUDING BUILDINGS), MARCH 1

19&0 19561 1962
Minnasata $151.78 $148.4) $155.24
Mantana 35101 3511 3694
Marth Dakota 53,13 54,13 b4l
South Dakota 51.42 51.57 E4.72



DISTRICT BANKING DEVELOPMENTS
According to reportsin the financial press,
bank investmentpolicies have been modified in
responsdo the paymentof higher interestrates
on time depositsthis year. In particular, many
banksare said to have becomemore aggressive
buyers of municipal bonds and real estate
mortgages.They also were reported lengthening
maturities in governmentportfolios. The table
below reveals the presencef all of thesetrends
at city banksin the United Statesand, with the

banks during the sameperiod. IThe much higher
growth rateof commercialloansat district banks
may have discouragedtheir acquisition of real
estateloans. In just the five months preceding
May, commercialloansat city banksin the district
rose 12 percentin contrastto no change na-
tionally.

Holdings of governmensecuritiesmaturing in
more than five yearsincreasedn recentmonths
both in the district and in the nation. Owing to
quite small initial holdings of these securities,

SELECTED ASSETS AND LIABILITIES OF CITY BANKS

MINTH DISTRICT UMITED STATES
Dollars Porcant Change Since Dallars Percent Change Since
B-30-42* 12-27-61 §-31-61 §-23-62** 12-27-61 5.24-51
Tetal Loans $1,160 &% &% § 747 0% %
Commarcial Ed44 12 I 33.0 (] 4
Real Estate 200 -2 - | 14,0 5 9
Othar 418 2 4 21.7 -_2 2
Zovernmants 4Th - 14 322 | 4
Urder One 150 —l3 33 12,7 PR z1
One to Five 240 —i4 0 145 —- —_g
Ovear Five 8 120 n 50 47 I
Other Securitios 184 1] 40 13.8 1] b}
Demand Deposits 1,540 —_9 0 Ba.7 =1 3
Time Deposits bl4 0 k4 453 12 9
Total Deposihy 2,154 0 9 135.0 — 4 ]
*millions **hbillions

exception of added real estateloans, at Ninth
district city banksaswell,

A small decline of real estateloans at district
city banksin thefirst five monthsthis year con-
trastswith a5 percentgain at city banksoutside
the district; a 9 percentgain outsidethe district
in the twelve monthsfrom last May throughthis,
contrastswith a 1 percentdeclineat district city

modestacquisitionsrepresentedsizeablepercent.
agegains.Thus, although districtcity banksmore
than doubled holdings of such securitiessince
December,they representedonly 4 percent of
depositsin ~\lav.

Securitiesother timan government (chiefly mu-
nicipals) also have displayed large proportionate
gains in recentmonths. As in the case of long
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term government securities, boldirmgs have in-
creasedmore rapidly at district banks than at
banksoutsidethe district. In spite of this, “other
securities”amountedto better than 10 percent of
deposits at city banksoutside the district during
May, but lessthan 9 percentat district city banks.

Despitetile fact timat the rate of time deposit
growth at district city bankshasbeenmore than
double that of the nation generally, the ratio of
time to total depositsat district city banks,28.5
percent,remained under the national averageof
31 percentin May.

CONSTRUCTION PICTURE
Construction activity is an important segment

Chart 1—Valuation of total new construction
put in place in the United States. (seasonally
adjusted)

percent increae from recession
trough to |5 months after trough

56

40

FEB.'sl APR.*58 AUG, 54 OCT,"49

of the national economy. lii recent mnommths. €X-
pendituresiii construction have stood at an an-
nual rate of over $57 billion, or about9.5 percent
of the Gross National Product.

In the current economicrecovery,construction
expenditureshave not been as strong a force as
in former post-World War Il recovery periods.
however,in the mild recessiorprecedingthe cur-
rent recovery,these expemmdituresheld up some-
what better than in former recessions.In May
1962, fifteen monthsfollowing the beginning of
the current recovery, comistruction expenditures
had risen only 7 percent,whereasin the former
three recovery periods, fifteen months after the
troughof eachpostwarbusinesscycle, time increase
rangedfrom 12 percentto 48 percent~ct- chartl.

Omm a seasonally adjusted basis, as shown on
chart Il. the value of new construction put in
placein the United Statesrose sharply from May
through November 1961; it then declined mate-
rially throughFebruaryof this year. Although the
constructionput in placerose again after March,
by May it hadnot reachedhe former peak.

A slowdown in private residential building,
whicii comprisesabout 40 percent of total con-
struction, accountedprimarily for thedip in activ-
ity during the winter. Various types of nonresi-
dential building, which make up 32 percent,held
up well.

Public construction— projects undertakenby
federal, state and municipal governments—com-
prise about 28 percentof thetotal activity. Since
last November,the expenditureson such projects
have declinedslowly and, therefore.havenot con-
tributed to further strengthin the economic re—
covery. The value of work put-in-placeon govern-
ment projectsin thefirst half of this year barely
hasmatchedthesameperiod of lastyear,whenthe
value was placedat just under$6 billion. Much
less military constructionhas takenplace; much
of the work on missile and air force baseswas
completed by the endof 1961. Highway work has
lagged. From January through May 1962. the
estimated value of highway construction was



at a seasonallyadjustedannual rate of $5.7 hi!-

lion, which fell considerablyshort of the $6.1

billion predicted by Washington officials at the

beginning of the year.The constructionof elemen-
tary and secondaryschoolshasremainedat about
year-agolevels. Moreover, little increaseis antic-
ipated for the latter half of this year, as many

school bond proposalswere defeatedat the polls

last November.

In generalthe immediate outlook for construc-
tion is favorablein the nation at mid-year. Con-
struction contracts—akey barometerof future
constructionactivity—rosefaster in the first four
months of this yearthan during the sameperiod
lastyear.The F. W. Dodgeseasonallyadjustedin-
dex (1957.59equals100) advancedsharplyfrom
115 percentin Januaryto 131 percentin March;
in April, the index stoodat 121 percent.Contract
awardscompiledin the EngineeringNews-Record,
which doesnot include the smaller projects, re-
veals asimilar trend.

District construction

District constructionactivity has not expanded
as much as national over-all constructionin the
current recovery, due to completion of air force
bases,missile sites and some of the large federal
projects on the Missouri River. As in the nation,
residential building during the current recovery
hasfluctuatedwidely. A seasonallyadjustedindex
(1959 equals100) of housingunits authorizedby
permit, declinedsharply from a high of 123 per-
centin Decemberl960,to a low of 68 percentin
August 1961; and it then roseto a new peakin
February 1962, of 182 percent.In both March
and April, the index again receded. A three
mnonthsmoving averageof the seasonallyadjusted
index is plotted in chart Ill, which clearly re-
veals the wide swings. The first four months of
this year showedthe number of dwelling units
authorizedby permit at 13 percentabovethe total
of oneyear earlier,in spite of thefluctuation. This
increaseindicated that an expansion has taken
placein the housingfield. Thetrendis still toward

Chart 2—Valve of new construction put in
place in the United States, 1960, ‘61 and ‘62
(seasonally adjusted—current dollars).
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the building of more apartments;in timis period.
the numberof apartmenunits authorizedwas up
17 percent,and the number of singleswas down
4 percent.

Outlays for commercialconstructionhave been
at a high level since mid-1960. Loop redevelop-
ment in largedistrict cities and modernizationin
many small and large urban centers have con-
tributed substantiallyto the volume.

On the other hand, outlaysfor industrialplanmt
constructionhave declined intermittently from a
peakreachedbackin Septemberl960. Although
they rose sharply from a low mm February, the
gain has coveredtoo short a period to indicatea
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Chart 3—index of housing units authorized by building

1962. (1959 average month = 100)

incex

permit in the Minth District, 1958 to

7,

R i PR o

ol ot b .

1958 1959 !

1960

1961 1942

(Three month moving average of seasonally adjusted index plotted at mid-month)

definite upward tremid.

In this district, a largevolume of FederalGov-
ernmentprojects has begunto taper off. As the
\lissouri River Basin reservoirs are completing
construction,suchactivity, someof which has ex-
tendedover many years, has begunto declinein
Montanaamld the Dakotas.A largevolume of fed-
eral military constructionwas taken under conS
tract at air force basesand at missile sites, but
part of this constructionnow hasbeencompleted
or is nearingthe completion stage.

The outlook for constructionactivity in the dis-
trict is notquite as favorableasit is in the nation,
largely becauseof time contractionin federalgov.
ernment projects. Some idea of future activity
may be gained from contractawardscompiledin
the Engineering Aews-Record,where a break.
down of largerprojectsis given by states.In the
four full district states, contract awards in the
first five mommtiis of this yearwere down 8 percent
from the sameperiod in 1961. The decreaseoc-
curredin public projets. which were off 12 per.
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cent. Privateprojects,however,were up 4 percent.

The decline in public contracts was concen~
trated in the field of earthwork (dams), partic-
ularly in Montanaandto alesserdegreein South
l)akota and North Dakota. Furthermore,thenum-
ber of proposedearthwork projects, which con-
stitutesthe backlog, alsohasbeendeclining; there-
fore, it is expectedthat these contractawardswill
continueto decline. This trend hasbeenexpected
as tile Missouri River Basin Development pro-
grain has progressedtoward completion.

Contractawardsfor public housingat air force
baseswere also down. but they were offset by an
increasein institutional building.

Awards for private projects in the four full
district statesin the first five months of this year
were up 4 percentfrom the sameperiod a ear
ago, as comparedwith 1 percentin the nation
for the sametime. In theseprojects.a substantial
increasewasnoted for industrial plant construc-
tion and for tile building of large residentialde-
velopments.
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