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TIME PERIOD BULUTH
TNDEX
DECEMBER 1965 . s 116
NOVEMBER 1965 . . 134
NOVEMBER-DECEMBER CHANGE ____....... —18
NORMAL SEASONAL CHANGE
NOVEMBER TO DECEMBER ... —17
DECEMBER 1964 ... . 97
CHANGE, DEC. 1964 to DEC. 1965 ... +19

THE MONTH IN REVIEW -~ AN ANALYSIS

Business activity in Duluth set an
all-time high for the month of De-
cember as record levels were estab-
lished for bank debits, number of
telephones, kilowatt hours used, both
residential and commercial, and de-
pariment store sales. In December,
the unadjusted Duluth business index
(1937-1959 = 100) was 116, down
seasonally from the level of 134 in

Year Jan. Feb. March

November but substantiatly above the
level of 97 recorded in December,
1964,

The WNovember-December decline
of 18 index points was only slightly
higher than the normal drop of 17
points for this period. Usual seasonal
declines were noted in grain ship-
ments, iron ore shipments, coal re-
ceipts, lake cargo other than grain,

Seasonally Adjusted Index Numbers
April

May June July  Aug.

Duluth employment and state metal
mining employment. Freight carload-
ings, however, recorded a contra-
seasonal rise because of heavier coal
shipments to area industrial locations.
In addition, the first shipments of
taconite from the Iron Range to local
storage docks began in December re-
sulting in added carloadings activity.

Construction permits issued contin-

Sept.  Oct, Nov. Dec.

1964 108 113 117
1965* 113 115 120

106 106 99 24 103
116 104 114 122 116

106 118 132 111
121 126 129 133

* Base updated 1o 1955-64 period. All seasonal numbers revised.




MONTHLY REVIEW ., ., .

DULUTH BUSINESS INDICATORS — ORIGINAL DATA

COMPONENT ORIGINAL DATA

Dec. 1965 Nov, 1965  Dec. 1964
Freight Carloadings (Cars) * 11,512 10,433 12,548
Bank Debits (Dollars in “000%s) 221,555 221,909 193,555
Building Permits {Adjusted $ Value) ** 321,342 1,166,610 409,691
Postal Receipts (Dollars) * 322,144 231,444 293,464
Number of Telephanes (Units) * 46,871 66,530 65,300
Electric Power (Comm. KM.H. in 000 12,235 12,027 11,266
Electric Power (Res. KLHH. in ‘000%) 14,436 12,219 13,707
MNumber of Electric Customers * 33,358 33,313 33,322
Grain Shipments {Bushels in ‘000's) 24,819 47,296 21,888
Coal Receipts (Short Tens in '000%) 38 513 38
Iren Qre Shipments (Gross Tons in ‘000%s) 4} 573 o]
Other Lake Cargo (Short Tons) 0 96,621 o
Duluth Nonagricultural Empl. {Persons) 40,100 41,800 38,800
Dept, Store Sales Index (Percent)y .. ... ..
State Metal Mining Empl. (Persons) 31,800 12,400 11,100

*Supplied by Duluth Industrial Bureau

during the month,

DULUTH BUSINESS INDICATORS — INDEX NUMBERS

**The Building Permits Index Is adjusted to reflect the amount of construction oceurring

COMPONENTS INDEX NUMBERS CHANGE
Dec. ‘64 Nov. '65

Dec.  Nov. Dec. to
‘65 ‘85 ‘64  Dec. ‘45 Dec. '65
Freight Carloadings 101 g2 M6 — ¢ 4 9
Bank Debits 138 138 121 + 17 0
Building Permits 85 84 61 4+ 24 4+ 1
Postal Receipts 202 145 184 -+ 18 + 57
Number of Telephones (Units) 121 120 mg 4+ 3 4+ 1
Electric Power (Commercial) 171 168 167 + 4 + 3
Electric Power (Residential) 176 149 167 -+ ¢ 4+ 27
Number of Electric Customers 100 100 100 0 0
Grain Shipments 101 192 89 L 12— 9i
Coal Receipls 12 155 12 ¢ —143
fron Ore Shipments 0 63 0 [ X
Other Lake Cargo o 482 0 0 —482
Duluth Nenagricultural Empl. 96 100 93 + 3 — 4
Dept. Store Sales Index 192 118*** 178 4+ 14 4 74
State Metal Miring Empl. 74 78 69 4 5 — 4
OVERALL 116 134 97 4 19 — 18

***Ravised

For_ Monthly Data Back to 1951 and for Sources of Data, see DULUTH BUSINESS INDI-
CATORS 1964, a Publication of the Business and Economics Series of the Social Sciences
Research Trust Fund, University of Minnesota, Duluth, 1964,

ned to maintain a steady pace in con-
trast to the usual seasonal decline of
six points that takes place. Postal
receipts jumped up seasonally because
of the Christmas season and heavier
business mailings. Power wusage
showed a greater than average No-
vember-December gain,

The department store sales index
soared to 192 in December, the high-
est December level recorded. Norm-
ally there is a gain of 57 index points
between November and December,
however, this year a record shattering
gain of 74 points during the period
was noted in this activity.

Although the December bank debits
figure was off fractionally from No-
vernber, it still was the highest De-
cember on record which reflects the
general high level of business activity
in this area. The index of number
of telephones, although a relatively
small factor in the overall index, a’
hit an all time high for December.

The index of credit inguiries, al-
though not a part of the Duluth
overall index, rose to 92 in December,
a gam of five points over November,
This is the same rate of gain that
normally occurs during the November-
December period. The December in-
dex was the highest for that one
month since 1958,

In comparing December, 1965 ac-
tivity with that of the same month
one year previous, it was noted that
there was a net gain of 19 points in
this period of comparison. Gains,
some of which were substantial, were
recorded in 10 of the components,
while no change occurred in four, and
only one category — freight carload-
ings — showed a decline.

Bank debits mirrored the growing
economy with a 17 point gain over
December, 1964, while building per-
mits issued maintained the high pace
set during the year., Postal receipts
were up by 18 points because of in-
creased business mailing that occurred
this year. The continuing upward
trend in telephone installations was
evident in this 12-month comparisr—
as was the case in consumption
electrical power, both commercial anu
residential.  December grain ship-
ments in 1965 were up by three mil-
lion bushels over the same month of



DULUTH BUSINESS INDICATORS — INDEX NUMBERS

1965

COMPONENT Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Year
Freight Carloadings 72 71 a7 94 101 120 123 111 124 123 92 101 102
Bank Debits 21 83 107 100 102 132 126 116 104 111 138 138 112
Building Permits * 47 70 103 121 162 1064 129 110 93 110 84 B85 96
Postal Receipts 141 127 121 131 27 121 134 118 127 160 145 202 138
Number of Telephones 118 118 118 118 119 119 11 119 120 120 120 121 119
Electric Power 167 164 164 155 157 150 144 148 153 154 168 171 58
Electric Power 188 183 166 1642 151 140 130 125 137 141 149 176 154
Number of Electric Customers 100 99 99 99 99 9% 99 o9 99 99 100 106 99
Grain Shipments 43 38 48 73 164 200 219 210 268 197 192 1) 146
Cosl Receipts 0 4] 0 16 142 145 923 188 171 159 155 12 90
Iron Qre Shipments 0 0 0 72 256 275 278 296 2646 234 63 0 145
Other Lake Cargo 0 0 0 13 182 222 263 212 3B0 475 482 0 186
Duluth Nenagricultural Empl. %0 8% 89 92 97 99 100 101 101 100 100 96 96
Dept. Store Sales Index 75 69 a5 99 103 100 97 M4 1% 109 118 192 107
State Metal Mining Empi. &7 21 73 74 78 B2 B4 84 84 81 78 74 77

Owerall Duluth Business Index 79 79 88 97  1z7 137 141 138 146 147 134 116 119
* The Building Permits Index is adjusted to reflect the amount of construction oceyrring during the month.

DULUTH BUSINESS INDICATORS — ORIGINAL DATA
1965

COMPONENT dan Feh. March April May June July Aug, Sept. Oet. Nov. Dec,
Freight Carloadings (Cars} 8,234 8,128 9,885 10,661 11,485 13,702 13,977 12,578 14,087 14,015 10,433 11,512
Bank Debits (Dollars in '000%s) 145678 133,785 172,145 161,348 163,511 212,647 202,204 185,180 167,716 178,699 221,909 221,555
Building Permits {Adjusted

$ value} 1,051,600 3,194,132 453,940 617,945 441,830 459,350 1,524,043 594,065 1,231,572 B71,481 1,166,610 321,342
Postal Receipts (Dollars) 224,264 201,787 192,803 209,244 202,467 193,014 213,505 187,430 202,463 254,101 231,444 322,144
Number of Telephones {Units) 65,398 65,323 65600 65742 65,895 65,947 65854 66,136 66,348 66,571 66,530 66,871
Electric Power {Commercial

K.W.H.} 11,972 11,716 11,751 11,675 11,256 10,728 10,298 10,601 10,265 11,029 12,027 12,235
Electric Power {Residential

K.W.H.} 15,392 15,036 13,647 13,322 12,345 11,485 10,662 10,272 13,251 11,601 12,219 14,436
Number of Electric Customers  33,34) 33,300 33,264 33,225 33,215 33,203 33,145 33,177 33,175 33,224 32,313 33,358
Grain Shipments {Bushels in

'000's) 10,541 9,372 11,713 17,935 40,392 49,224 53,945 51,63t 65,887 48,425 47,294 24,819
Coal Receipts {Short Tons

in ‘000°s) 0 o o 53 468 477 307 620 563 524 513 38
lran Cre Shipments [Gross Tons

i 7000s) 0 0 0 656 2,319 2,491 2,519 2,679 2,404 2,122 573 0
Other Lake Carge {Short Tons) o] 0 0 2,509 36,395 44,583 52,827 42,517 75,092 $5,220 96,612 0
Duluth Nonagriculiurat Empl.

{Persons} 37,500 37,100 37,200 38,200 40,200 41,100 41,600 42,000 41,900 41,800 41,800 40,100
Dept. Store Sales Jadex

(Percenty* e e e e e e e e e e

te Metal Mining Empl.
S sy | nind Eme 10000 11,300 11,600 11,800 12,500 13,100 13,500 13,500 13,500 12900 12,400 11,800
* Dotlar volume of department store sales is not available.
ANNUAL INDEXES OF BUSINESS ACTIVITY, BY COMPONENTS
(1957-1959=100)

COMPONENT 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965
Freight Carloadings 139 134 109 108 125 m 118 g1 3 21 [:10] 82 20 99 102
Bank Debits 90 79 84 B} 88 98 105 g7 99 101 1{e]] 103 1060 105 112
Building Permits 83 71 71 @4 97 126 109 90 102 74 74 125 &2 58 G6
Postal Receipts 81 85 92 96 @4 93 93 103 110 145 g 123 14 138 138
Number of Telephones 79 83 83 B5 89 92 96 100 04 109 111 113 114 116 119
Electric Power 62 66 71 75 79 BS 94 99 107 M6 122 134 146 153 158
Electric Power 54 58 &2 70 72 85 93 99 108 115 12% 1286 134 14 154
Number of Eiectric Customers 94 g5 2] 97 97 98 99 106G 10% iol 101 161 100 100 9%
Grain Shipments 102 84 79 99 93 105 94 89 17 127 12% 127 133 132 148
Coal Receipts 152 140 1258 111 129 147 121 85 95 88 &7 72 75 78 %0
Iron Ore Shipments 199 152 210 17 161 118 160 72 68 100 33 35 123 131 145
Other Lake Cargo * e emeeeeeeee e . 53 87 81 176 198  18&
Duluth Nonagricultural Empl. 108 104 108 100 103 107 106 28 97 96 21 20 Q0 G2 96
Dept. Store Sales Index a5 a8 89 88 90 98 99 %8 103 103 102 e7 85 101 107
“tate Metal Mining Empl. 97 21 116 106 98 09 118 98 84 104 B6 80 71 72 77

Overall Duluth Business Index 108 g% 105 %6 105 07 111 93 97 98 92 28 105 110 119

* 1. Lawrence Seaway opened to ocean going traffic in 1959,




the previous year and ended a ban-
ner year in this activity. Duluth em-
ployment levels to date had shown a
healthy gain over 1964 and this gain
was also evident in the December,
1965 gain of three points over Decem-
ber, 1964. Metal mining employ-
ment was up five points over the
previous year as expanded open pit
stripping and equipment maintenance
programs were carried out. December
department store sales, which closed
the year with a record month, beat
the year previous figure by five index
points.

Since coal shipments, iron ore ship-
ments and shipments of lake cargo
other than grain generally show little
or no activity during December, these
categories showed no change from
December, 1964. Freighi carload-
ings — the only category down from
the previous December -— experienced
1 lesser amount of activity in Decem-
Jer, 1965, mainly because the milder
weather this winter resulted in a re-
duced demand for coal.

The credit inquiries index in De-
cember was up fractionally over the
previous year and this upward move-
ment parallels the trend of depart-
ment store sales although not to the
same degree.

In order to compare changes in
business activity in Duluth with an
overall national measure of economic
activity, it may be noted that the
United States Index of Industrial Pro-
duction (1957 - 59 = 100) shows a
preliminary figure of 146 in Decem-
ber of 1966. This represents a slight
drop over the November figure of
148, and is probably accounted for
by seasonal influences rather than any
slowing of general industrial activity.

The U. S. Gross National Product
estimates for the 4th quarter of 1965
show an annual rate of about $695
billions and suggests that the year of
1966 is likely to see GNP topping
$700 billions. The 7% rate of gain
which appeared by July of 1965, has
remained consistent throughout the
vear, The Duluth rate of gain has
Iso approximated 7% throughout the
year 1965. Further details and com-
parisons for 1965 are given on the
following pages of this issue of the
Indicators.

SUMMARY OF 1965

A brief review of economic changes
during the year just past shows that
the vyear-to-year gains in Duluth’s
economy, which have occurred since
1961, again characterized the area’s
business climate during 1965. As a
result of the bullish trend of Duluth
business last year the Duluth Business
Index reached an estimated level of
119, the highest it has been since the
data was first recorded in 1951. The
1964 index was 110,

Gains over 1964 were noted in 12
of the 15 economic barometers which
make up the Duluth Business Index.
While the Duluth area shared in the
benefits of the national economic up-
turn of the past few years, there were
several localized factors last year that
added to the upward push in the
jocal economy.

Freight carloadings ran ahead of
last year as record shipments of grain,
a 6% increase in iron ore shipped
and a build-up in shipments of mate-
rial and machinery to the new taco-
nite sites on the Iron Range combined
to boost this category ahead of 1964
levels. Freight carloadings have re-
corded a steady year-to-year gain since
1961.

Bank debits reflect, in general, the
payments for goods, services, debts,
etc., and for 1965 registered a 7%
gain over the corresponding period in
1964. This facet of the Duluth econ-
omy has shown significant gains in the
past two years,

The value of building permits is-
sued (in 1957-1959 dollars) last year
wag up significantly over that of the
previous year. A substantial increase
in local building activity was evident
as a number of major construction
projects such as the arena-auditorium,
school buildings, water laboratory,
hospital addition, and the YMCA were
started. Employment levels in con-
struction were also noticeably higher
in 1965 than for the previous year.

The increase in number of tele-
phones over 1964 was slightly greater
than the average year-to-year gains
of the preceding three years. The in-
crease represents not only new resi-
dences built, but also the installation
of multiple phones in homes. There
has been a steady yearly gain re-



corded since index records were first
started.

Power usage as measured by kilo-
watt hours used — commercial and
residential — showed gains over 1964,
continuing the upward trend that has
characterized these two barometers
since 1951. Weather conditions, in-
creased construction of electrically
heated homes, new equipment in
homes and stores all exerted an im-
pact on the upward trend in the
amount of power used. Beginning in
1956 it was noted there has been a
continual growth in kilowatt-hour us-
age in both categories.

The number of electric customers
was down fractionally from 1964, but
this statistic has shown very liitle
change in recent years. The changes
recorded are more a reflection of the
methods of classification of accounts
rather than economic changes.

Overall grain shipments in 1965
were up substantially over 1964 levels
with lake shipments of grain establish-
ing an all time record. The 1965 lake
shipment record is the highest in the
95 years that records have been kept.
Better than two-thirds of the lake ship-
ments went to Canadian and overseas
ports. Since 1959 the yearly grain
shipments index has exceeded the
overall Duluth index.

Coal receipts have been increasing
steadily since 1962 and this upward
trend continued in 1965 and at the
year’s end a 16% gain was recorded
over 1964. Increased use of industrial
coal in northern Minnesota last year
was a major factor in the gain which
took place over the previous year.

A 11% gain in the ore shipment
index over 1964 came about as the
national demand for iron ore reguired
additional tonnages to keep pace with
the expanding economy. In addition,
a build-up of ore stocks occurred in
down lake ports early in the years as
a hedge against a possible strike in
the basic steel industry. The recovery
of this segment of the economy in
1965 continued the year-to-year gains
that occurred in 1963 and 1964, The
1962 ore shipping season, however,
was the lowest on record since 1951.

The increased demand for iron ore
last year also is reflected in employ-

ment levels for metal mining, This
component of the Duluth business in-
dex forged ahead of the previous year
by 8% reversing a downward trend
that started in 1960. Statistics for
metal mining employment exclude the
number of person engaged in the
construction phase of the new taconite
plants.

Tast year’s water borne tonnages of
general and bulk cargo handled (other
than grain} were off 6% from the
1964 level although the port was
visited by 79 more vessels — both lake
and ocean — this year. The sharpest
drop from 1964 was observed in the
shipments of scrap iron and tank farm
products, mainly lard. Last year no
scrap was shipped from the Duluth
port compared to 81,6000 tons in
1964, Shipments of bulk lard dropped
by 38,000 tons or 78% from 1964,

In 1965 employment levels in Du-
luth rose to their highest point in
eight vears. The job totals index
averaged nearly 5% higher last year
than for the year previous. Job gains
in metalworking, construction, trans-
portation, especially railroad transpor-
tation, and retail establishments re-
corded substantial gains over 1964.
Conversely, unemployment dropped to
its Towest levels since 1956.

Retail sales as meausred by the de-
partment store sales index were up
significantly over 1964 with a strong
Christimas holiday buying spurt noted.
During the year the influence of in-
creased employment and the beginning
of the new taconite construction proj-
ects on the Iron Range was definitely
noted in local retail sales and these
factors helped undergird the growing
Duluth economy.

The Duluth Business Index provides
a measurement of broad economic
changes through time and supplies a
technique for keeping track of eco-
nomic variations by observing both
the direction and magnitude of eco-
nomic change. The statistical data upon
which the Index is based is derived
from a number of originating sources
and agencies. For example, freight
carloading data is supplied by the
Duiuth Industrial Bureau; data on
electric power is obtained from the
Minnesota Power and Light Company;
statistics relative to iron ore shipments

are published by the American Iron
Ore Association; lake cargo data is
derived from tonnage reports of the
Duluth Seaway Port Authority while
other data is obtained from the Fed-
eral Reserve Bank of Minneapolis, the
City of Duluth Building Inspector’s
Office, the 1. 8, Post Office in Du-
tuth, the Bell Telephone Company, the
Duluth Board of Trade, the Corps of
Engineers, U. 8. Army, Lake Superior
Area Office and the Minnesota De-
partment of Employment Security.

The data supplied by the offices and
agencies noted above is combined into
one overall economic measurement
titled: The Duluth Business Index. One
of the major purposes of the Index is
to provide a simple numerical meas-
urement of local economic activity.
Thus, the probable index value of 124
for the year 1966 suggests that, over-
all, business activity will be 24 per
cent above the base measureme
period established in the years 19.
through 1959,

Since the Index was first compiled,
it has been found useful in observing
trends, as the accompanying chart in-
dicates. The local trend can also be
compared to the national economic
trend as reported earlier in this article.
Although the present narrative does
not discuss seasonal changes at length,
the Index can be employed to pro-
vide a numerical measurermnent of
seasonal ups and downs throughout
the year. For example, it has been
found that over the last ten vyears,
economic activity in January and
February tends to be nearly 30 per
cent below the average for the entire
year, while the summer months tend
to run 20 to 25 per cent above the.
yearly average. Quite obviously, sea-
sonal swings are of major importance
to the economy of Duluth and suc-
cessful efforts to raise activity in the
winter months will necessarily add
much to the overall economic base of
the city and area.

As the business and economic en-
vironment become more complex, the
necessity for accurate measures r*
change becomes more pressing. T
development of reliable statistical data
is one of the major avenues of under-
standing economic change and mak-
ing factual information available to all,



THE ECONOMIC QUTLOOK FOR 1966

The outlook for Duiuth’'s economy in
1966 continues to be optimtistic. The
substantial net economic growth shown
by Duluth business since 1961 is expected
to again be evident in 1966. Assuming
that the international situation does not
deteriorate to the point of affecting the
local economy in some unforeseen man-
ner, and assumning that the national busi-
ness climate does not experience any ma-
jor slackening from the present bullish
trend, it is expected that the Duluth busi-
ness Index for 1966 will rise to about
124 from the present 119 points. The
projected increase of five index points
over 1965 represents about 4.2% in-
crease. Nationally, economists have fore-
cast a gain in the Gross National Prod-
uct (an accepted barometer of the na-
tional economy) of from 4 to 6%. The
Prudential Insurance Company’s eco-
nomic forecast, a highly respected an-
alysis, pegs the 1966 Gross National

Product at about 644 % higher than last
vear. Since this forecast includes a 214 %
increase in prices as a factor in the over-
all gain, the net real gain is estimated at
about 4% %. The Duluth Business Index
is not closely oriented to prices, which
means the forecast of Duluth’s economic
outlook for 1966 closely parallels that of
the nation.

Because of usual seasonal factors af-
fecting Duluth’s total economy and the
need to recover from last fall’s cutback
in metalworking, it is expected that the
second half of the year will show a
stronger and more dynamic record than
the first half of 1966.

The strength of the economy this year
will be nourished by continued high
levels of local construction, a second
haif recovery in employment, and a goocd
year in retail sales,

Retail sales are expected to show an
increase this year due to anticipated good

[=]
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payrolls and favorable business condi-
tions locally. With the opening of the
new arena-auditoruim this fall te add
tourist and convention dollars, plus the
anticipated peak year of construction em-
ployment at the taconite sites on the
Iron Range, it seems certain that retail
sales volume will grow.

In addition to building plans which
may be on the drawing boards but are
not vet announced, the building program
for Duluth this vear includes the expectzd
construction of a multi-million dollar
shopping center, a road and highway
building program about equal to 1965,
plus completion work on the arena-audi-
torium, the YMCA building, St. Luke’s
Hospital addition, and the Federal water
laboratory. Al these may be listed
among the construction gains for the
year.

Job totals are expected to show an in-
crease, particnlarly during the second
half of the year., A recovery in the
metalworking field together with anti-
cipated expansion in existing plants will
add to the number of persons employed.

Power consumption is expected to con-
tinue its upward trend of the past. How-
ever, the anticipated volume of grain
shipments is difficult to accurately pre-
dict at this time. The foreign demand
situation and unpredictable weather con-
ditions make prognostications in this field
somewhat hazardous.

Although last year’s shipments of gen-
eral and bulk cargo (except grain) were
off slightly from 1964, it is not uncom-
mon for a relatively new industry such
as the Port Terminat in Duluth to experi.
ence year-to-vear variations. However,
since the Port’s potential has not been
reached, an improved picture for 1966
is not unrealistic.

Coal receipts, although accounting f:r
a small part of the overall economy, are
expected to show additional strength dur-
ing 1966 because of the anticipated
strong industrial fuel requirements for
northern Minnesota. Iron ore shipments
also are expected to maintain or surpass
the gains recorded last year, but ship-
ments are likely to be heaviest during
the second hailf of the year,
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