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PREFACE

Only three major empirical studies of regional business eycles have been
published up to this time. All have been exiremely limited in scope end general
validity, This study attempts to add some amount of information to the current
knowledge concerning regional cycles. As far as can be determined, no compo~
rable systematic study of the cyclical fluctuations in Oklahoma has been made.
However, because of the limited data and bacause of the narrow focus of the study,
the findings must be considered as preliminory and subject to qualification and
revision with further expansion of knewledge in this area.

As usual, thanks connot be expressed to all who have shared in the prep-
aration of this thesis, Still, acknowledgements should be made to Professors John
J. Klein end Julion H. Bradsher who suffered patiently in reading the numerous
preliminory drofis of the study. Particular thanks should also be given to Warren
E. Mocller of the University of Oklohoma Bureau of Business Research for his help
in explaining the compilation and adjustment of data published in the Cklahoma

Business Bulletin.
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CHAPTER |

A GENERAL VIEW OF THE PROBLEM

I. The Scope of the Study

This thesis is an investigation of the effecis of the 1957-1958 contraction in
Cklahoma. In general, it is a descriptive study. The immediate purpose is: first,
to identify and explain the differences between Oklohoma and the rest of the nation
in amplitude and chronology during the contraction; and, second, to discover, as
far as possible, the causes of the differences that occurred.

In o broader sense, the study attempts to examine the empirical relationships
between state and national economlic activity. Such an investigation can, perhaps,
provide clues as to the precise means of transmission of cyclical fluctuations to this
and similor areas. Ultimately, then, the inquiry could, in some small way give a
clearer picture of the nature and origin of business fluctuations.

But, the study of one phase of a single business cycle in one siate is not by
any means sufficient to provide complete or conclusive answers to any part of these
problems. The choice of a different geographical area, a different cycle, or even
a different phase of the same cycle, may completely alter the resulis that are obtained.
The conclusions, in all cases, therefore must be considered as preliminary parts of a
larger body of available evidence.



. The Analytical Background

In itself, the study of rogionull cycles is related to the conceptual problems
involved in defining a business cycle, Arthur F. Burns and Wesley C. Mitchell,
for example, have proposed one definition:

Business cycles are a type of fluctuation found in the aggregate economic activity of
nations that organize their work mainly in business enterprises: o cycle consists of
expansions occurring at about the same time in many economic activities, followed
by similarly general recessions, contractions, and revivals which merge into the
expansion phase of the next cycle; this sequence of changes Is recurrent but not
periodic; in duration business cycles vary from more than one year to ten or twelve
years; they are not divisiglo into shorter cycles of similar character with amplitudes
approximating their own.

For the purposes, here, the significant part of the definition is centered
about the phrase, " . . . a type of fluctuation found in the aggregate economic
activity of nations.” This restriction as to geographical area almost automatically
implies that national economic activity is the relevant context for the study of the
business cycle.

But requiring that cycles occur nationally may obscure movements in smaller
economic areas that otherwise fulfill the prerequisites of a business fluctuation. In
addition, if fairly large regional variations exist, they may produce such wide

dispersions in national data that the definitional condition that movements occur

l‘l'hun term “regional, " as it is used hereafter, should be understood to mean
geographical areas defined not only by economic, but also by pelitical character-
istics, e.g. cities or states.

2 prthur F. Burns and Wesley C. Mitchell, Measuring Business Cycles (New
York, 1946), p. 3. The definition cited above is a modification of an earlier
definition by Mitchell. See Mitchell, Business Cycles: The Problem and lts Setting
(Nuw Yﬂk' 1927,,1 P 468-




simultaneously must be altered .3

The problem, though, involves more than pharisaical haggling over
definitions. If wide cyclical differences appear among varying geographical areas,
identification, prediction, and remedies, in many cases, may be more readily
applied on a regional rather than national basis. The question of regional differ-
ences, however, does not lend itself to a single, unequivocal answer. Like most

questions of degree, perhaps the best answer, instead, is found empirically.
lll. Some Related Studies

A review of the literature reveals the empirical aspects of these differences
have been largely ignored. Theoretical treatments, ranging from Walter lsard’s
programming models to Ohlin's landmark, Interregional and International Trade, are

comparatively numerous, and will not be discussed here.
Major empirical works dealing explicitly with this question, in contrast, are
few and far between.? One of the earliest of such studies Is Frank L. Kidner's

California Business Cyciu,(" an investigation, in some detail, of cyclical fluctuations

Hhese questions have been raised by Burns and Mitchell, but they apparently
did not pursue the subject further. See, Bumns and Mitchell, p. 5.

4see, for example: Walter Isord, “Interregional Linear Programming: An
Elementary Presentation and a General Model,” Journal of Regional Science, |
(1958), pp. 1-59; Rutledge Vining, "Regional Variation in Cyclical Fluctuation
Viewed as a Frequency Distribution, * Economeirica, Il (1945), pp. 183-213;
Bertil Ohlin, Interregional and International Trade (Cambridge, 1933).

SA good background for dealing with this and related empirical problems is:
Frank A. Hanna (ed.), jonal Income (MNational Bureau of Economic Research
Studies in Income and Wealth, Vol , Princeton, 1957).

& rank L. Kidner, California Business Cycles (Berkeley and Los Angeles,

194¢6).



in that state during the interwar period==roughly, from 1920 to 1940, Philip Neff

and Annette Weifenbach have, in their Business Cycles In Selected Industrial Areas,”

explored the relationship between urbanization and business cycles. Frank A,

Hanna, in an article in The Review of Economics and Sturlstla,a has presented o

correlation analysis of yearly changes in state personal incomes.

All three, to a varying degree, have indicated regional differences have
apparently diminished over time.? And yet all of the investigations show geo~
graphical variation still may be significant under several conditions.

Kidner has suggested, on one hand, the industrial structure and rate of
economic development in an area-~in opposition to the countervailing forces of
government monetary and fiscal policies=~may be prime fuctors behind regional
differences:

It may be that the characteristics of minor cycles in certain regions which differ from
the national pattern are determined in large part by the composition of the economy
and by the rate of economic development in the region affected and the counteracting
forces resulting from national economic and monetary policy must be more significant
than Is true in a minor fluctuation If their stimuli are effectively to be transferred to
the smaller region. In a major cycle, however, the effect of national policy, and
the consequences of sharp expansions or coniractions in employment and investment
resulting therefrom for the nation, may be sufficiently powerful to overcome the
influence of regional differences in structure and to impose a high degree of similarity

7Philip Neff and Annette Weifenbach, Business Cycles in Selected Industrial
Areas (Berkeley and Los Angeles, 1949).

®Frank A. Hanna, “Cyclical and Secular Changes in State Per Capita Incomes,
1929-1950, " The Review of Economics and Statistics, XXVI (1954), pp. 320-330.

PKidner, Neff and Weifenbach seem to believe this decreasing cyclical
variation was the result of the minor cycles in the mid-Twenties rather than the result
of secular tendencies. See, Hanna, "Cyclical and Secular Changes in State Per
Capita Incomes, " p. 328; Kidner, p. 113; Neff and Weifenbach, p. 191.



on the cyclical behavior of the whole counhy.w

These ideas, in part, are confirmed by his study. California's industrial
structure in that period conformed rather well to the general pattern mﬂonally."
Business cycles in the state did not differ too greatly from national cycles except
during the minor fluctuations in the mid-Twenties. 12 Divergences were the greatest
during the expansion phase=~probably as a result of the rapid economic development
in the state at the time. And conformity appeared to be stronger during contractions
--possibly due to pervasive government policies and adverse expectations. 13

Neff and Weifenbach, on the other hand, have agreed that minor cycles,
particularly those with little price variations, most likely produce greater regional
differences. !4  Still, they find: “The relative amplitude of area cycles cannot be
foreseen from knowledge of the industrial pattern, of its resource base, of the region
it serves, or ifs rate of growth or decline."!3 Moreover, “ . . . regardless of the
method employed in measurement high rates of growth do not guarantee either
vnusually long or unusually short cycles. u16

By employing regression techniques, Hanna has discovered, not too sur-
prisingly, low-income states such as Oklahoma were more cyclically sensitive than

high=income areas.'” In addition, he finds what has been called an "accordian

effect”: wariations among states appear to Increase on the downward side and,

Wgidner, p. 113.  ibld., p. 112, 2id., p. 113, "ibid.

Neff and Welfenbach, pp. 192-193.  'Sibid., p. 193.  "omid.,
p. 192,

wﬂanm, "Cyclical and Seculor Changes in State Per Capita Incomes,
1929=-1950, * p. 322.



conversely, to deerease on the upward side of the cyale.]g This effect, of course |
is the result of low~income areas being more sensitive to changes in income notionally.
- #3 Incomes move upword, the valmilé low~incoma r@g;iéns rise relatively more than
high~income oreas, Vaoriations in income therefore decrease, Comrespondingly as
incomes fall, the more sensitive states, those with low incomes, fall more rapidly,
Bispersions about national ﬁ-vemges., as a result, rise.

Though waluable, cach of these studies suffers from several hondicops, [None
covars recont periods.  The lotest, Hoang'’s, includes date 10 1950, All of these
investigations use notional figures as "bench-marks”; no detailed examination of the
causes of national chonges ond how they affect smoller reglons are faken inte con-
sideration. The results are, in port, conflicting: wimess Kidaer's versus Meff and
YWeifenbach's conclusions regarding the importance of varletions In economic growth
and industrial structure, 17 Tho studies are extramaly limited: Noff ond Weilenbach's
to six cities, Honna's to ene yearly statisticol series, ond Kidner's to one skutge-
California.

Empirical evidence, concerning the noture and megnifude of regienal differ-
snees during business cycles, then, is inadequute and rather sketehy., Although
consideration of the effocts of the contraction in Cklchoma, in itself, may have

same infrinsic value, the thesis then will also attempt to provide seme smount of

evidenee concerning the more goneral problem of regional variations.

g e
L’!faid., p. 323,

19, < o
50z above ; PD. 4=5,



V. The Selection of Dato

ldeally, duto for an favestigation such as this should include detuiled
statistics on income, employment, production, prices, interest rates, e'fc.“‘{"'

Unfortunatoly, awoilable information falls far short of this goal.  State income

statistics, s an example, ore aveiloble on o yearly basis in the Survey of Current

Business and its supplement, Personal Income by Sates; monthly figures are available

from the Ulklahoma Business Bulletin,  In oll coses, the estimotes ere only for por-

sancl income.  Breakdowns of the figures are mude once yeorly.  The plcture of
short=run changes in income, then, Is rather hazy.

Fnother important problem is thot of comporability of state and notional deta,
Gecosionally, subtle, buf rathor significant differences uppeor among the diverse

21

sources which, by necessity, ore uiibized. For example, notional séri@s for
retail sales are subdivided into durable and non-durable sules.  Uata, in addition,
are presented separately for department stores soles.  For Cklohome, the same divi-
sions oppecr, so, o first glunce, the dota are apparently comparoble.  Yei o clasor
exanination shows department store sales are a subdivision on par with durable and
non~duroble seles.  In Clklohome dats, the series, then, ore broken inte three
clussifications; notionally they wre divided info two. The result, as ¢ consequence,
is rathor confusing.

For reasons of expesiency, the impact of the recession then Is investipated in

torms of its importonce in various indusivies.  For purposes of anelysis, all econonic

20 or o maore complete discussion of sources and methodolony see Appendix 4.

giThe serias discussed balow are found ia the Ulklahoma Business Bullstin and
Survoy of Current Business,




aetivity is divided according to the divisions published in fhe Standard Industrial

122 o

Clessification Manua riculivre, mining, construction, moanuracturing,

uitlities, trude, services, finonces, ond government.

Whenever possible, monthly, seusonally adjusted dute are used.  Dut such
figures in mony cases, are not published. Unadjusted data is smoothed by means of
a twelve month moving average, ond since no current state or regional price indexes
are evailuble, differential movemenis in prices between the stute und national

aoonomies are not accounted for.

V. Tho Plan of the Srudy
Excluding the introduction, the thesis is divided Tnto four chopters.  The

first, “The Recession in fhe MNationol Economy, * attempts 1o deseribe, In gonerel
ters, the course of the contraction and the pluce of these evenis in on historical
perspactive.  The goal, at this point, is to obiuin some idoo of the relotive soverity
of the recession, ;ﬁismv&r BOss aubiu causes, and identify the sectors in which the
dovmiurn wss concentrated.  The next chagtar, “The Crowth and Structuro of the

Ckichoma Economy, © outlines some oficcts of the puitern of coonomic devslopaent
and Indusirial location on the controction.  The following chapter, “The Contraction
in Uklohome, ¥ presents o picture of the thaing ond amplitude of the dewnturn in the
state os compared f@ the recossion in tho rest of the nation.  The firul chapier,
RET

Some Tontative Recommendations ond Conclusions, * as the fitle implics, s ¢ dis-

cussion of the rosults of the nguiry,

225ae United @i rtos Buraoy of the Budget, Standard Industrial Classification
ge

Hanvaol, A Report Prepared by the Techaiesl Committee on Industrial Classification

R R — i

’ "”sf"unﬁ@n, 1957).
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CHAPTER H

S5SNI THE RATEONAL ECONOMY
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i. Introduction

The noture of e confraction in aggregate activity moy, to a greal extent,
detarmine the pattern of regional fluctuations. A minor cycle may produce down~
swings that can be offset by localized random factors such as weather or octivities of
individual stote and local govermments. A major concentration, on the other hand,
may produce declines sufficient in mognitude to swamp the cumulative cifects of
influences tending foword regional divergence.

The related matters of duration and timing, moreover, may be strategic in the
creation of differences umong various areus.  Some period of Hme may be nocessary
before the action and recction of econemic factors can producs relstively uniform
patterns of behavior,  Significant divergences in timing, wide wirfotions ia the
number ond length of leads und lags In warious Indusiries, moy generafe concommitant
voriations iﬁ economic activity In ureos whore the industrles are located.

Yer not only the chronslogical, but the cousal sequence of events must ba
taken info considerotion as well,  Declings similar In magnitude, ¥ming, and
duration may have very different regional elfeets.  If one contraction wers produced
by culs in federal spending, cconomic activity among regions may be influsnced

raore of loss uniformly, yet another woro coused by doclines In cenctruction, regions
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gaining population at a slowsr rate than the rest of the country may oxperiznce
greater than usual decline.

It is necessary then to provide some idea of the nature of the recession in
aggregate activity.  This chapter Is to fill thot purpose.  The discussion, however,
is not intanded to be comprehensive; the view, consequently, is rather Tmprossionistic.
Cenerally, the analysis is in terms of gross national preduct, non=-farm employment
and selected indicators of money, credit, end prices. b Ciher appropriate Indicotors
will be reserved for later consideration,

Thoe chapter is divided into several sections,  The first compores the 1957-
1958 contraction with other rocessions; the second is o review of the timing of the
dovniurn af the podk and lower turning points; and the third is an outline of the
amplitude of the fluctuctions that ocourred.  The last two sections, in tum, arc

subdivided inte ports dealing with employment, Income, ond the money morket.

The final section is a summary of proceding seetiens

H. 2o Historical Parspective

=

It s commonplace to note the same phuses of individual business cycles have
their own individual choracteristics. Vet one of the more striking foatures of the
19257-1933 contraction was its similarity to other contractions.

Cooffrey Moore hus noted:

In terms of severity, or moagnitude of decline from pedl fo trough, the 1957-58
eoniraction closely resembled many of its predecessors.  The decline was somewhat
larger, according fo most measures of business wctivity, thon in cach of the four milder

cantractions since 1920, but much smaller thon in the threo sovere contractions of
1920-21, 1937-38, end 192933, Thoe informediate position of the 1937-58

A 3

1 @ : .z -
Unless otherwise noted, the soureos of the dota clied are presented b Sppendix
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contraction is shown alse by a much longer record.  The average decline during
195753 in three indexes of business activity wos very close fo the mediun of all the
cyelical declinies in those indexes sinee 1834,  ln other words, about half the
declines were larger than the latest one ond half were smaller.®

Mevertheless, In ferms of duration the 1¥57-1953 contraction wos considerably
shorter than the majority of recorded downtums.  The median period of contraction
from 1354 to 1954 wos anproximately eightesn months.”  The 1937-1958 contraction
' R |
was only nine.™  Unly three declines have heen shorter, although several were not
much lenger: the contraction from 1890 to 1891 lusted ton months; the one in 1948~
1949 lasted cleven; threo othars, including thet in 1953=-1934, lasted thirtean
’" 5
months,

Of oll contractions, the similarity of the 1957-1950 contraction to othaer
post=wor recossions was probably the most striking.,  The Chalmmon of the Federal
Resarve board of Governors has commonted:
e+ o W moy be noted that the downword movement from the third quarter 1937 pedk
has been reminiscent In many ways of the declines that occurred in 1240-49 and in
1933~54.  In these two post=war recassions, lows in activity wore rouched in loss
than a yeor from the cyclical peak and recovery to pow high levels of outpuf, de-
mands, and employment was ropid and substantial . “

Grass notional product in current dellors in the 17571950 contraction drapped
3.5 por cent from pedk to trough in the sorics.  Corresponding declines of 2.7 per

cent occurred during 1953-1954 and 1948-1947,

The Intermediate position of post-war confractions can, fo o groot extent, be

£ ‘ ) - .
: A@@@ﬁr@y H. Moore, “The 195733 Contraction: Mew Model or Cld £, 7
The ZAmericon Economic Review, 10 (1959), pp. 295-296.

3bid., p. 293, Nid., p. 202 bid., p. 299,

& armb e & iwee . Y 3 0id @ 7.3 * 2 8 * g
Wiliam MeChesney Martin, “Economic Policy Considerations,” Federol
Reserve Bulletin, XLV (1950), p. 2%4.
’ ek
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explained in terms of the high level of government spending occurring in the period,
Bullt=in stabilizers ond o large underlying base of state and faderal outlays may have
provented secondary downward movements Tnduced by fnitial changos such os dis~
invastments In inwe ie A the s i sis in federal outlays because of

. nends In inventories. A e same time, cuis In federal outlays because o
their lmportance may have, in many coses, fended fo provide part of the initial
downward Impgitus in these contractions, inducing declines that would not have
sccurred in periods when federal spending was less significant.

The pervasiveness of government spending, then, may be on imporiant
contributory factor in the decline that was found in regional differences during
business eycles.  The ubiguitous nature of monatary end fiscal policy may have cut-
weighed local differences-=a.g., in indusirial structure or in rendom factors such as
weather-~thot may produce varying geographical cyelical movomenis. A eloser
examination of the confraction, of course, Is necessary bofare the idea can be

confirmed.
. The Sequence of Economic Events

The down-tumn.  According to Mational Bureau of Economic Research
reference dates, the pedk in agoregeto activity wes raached during July, 1957 and
the trough in April, 19587 A softening of the boom, however, begon to appear as
early as the first quarter, 1957,

Employment.  The pedk in nonagricultural wage and salory employment, as

shown in Teble 1, occurred simultancsusly with the reference gycle pedk ia July.

rr00re, p. 292,
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Yot doclines in five industry divisions~-durable monufacturing, non-durcble manu~
facturing, mining, construction, and public utilities~~bogan up o o yeor bafore
the pack in aggregate activity.

The timing of the drops in employment, In fuct, was even more striking than
the number of leads. Un one huand, the pooks in leading sectors were clustered in
the aiﬂe months from July, 1956 to March, 1957. ©Un the other, no pedks were
achieved in the four months just before the referencs eycle pedk ia July.

Thae stimulus of the Suez crisis, thot began In August, 1936 and ended in
forch of the following year ,S may have beon portly responsible.  The shortage of
fuel oil end the concommitant slackening ef production in Eurepe, induced a tempo-
rary rise In cconomic activity in the United Stotos ot the fime,  Since rafining is
elassifiod as non-durable manulfacturing, the shift in the demond for axported oil,
then, may hove coused a pedk in non-dureble monufacturing before the pedk in
durable monufacturing—-the reverse of the sequence that usually occurs.

The carly padks in contract construction and public utilities may hove boen
influenced by other fociors.  The Federal Reserve, in the peried, was carrying on
an incroasingly vigorous program of credit restraint.  Since some investment in these
soctors probably is relatively interest clastic, the comparatively long leads in these
areas may have boen af least partly duo fo increasing rotes of Interest and tightening
availabillty of credit.

Employment in government, services, and finance, in contrast to ofher

scctors, rose steadily throudhout the peried.  The rise apoarently was erimarily o
’ 15 % FYs b4

& . R A &, . 3 K i p Rl B4
YSge, "A Mottaer of Deep Concem, ” Time, August 6, 1955, p. 34; "Blitz

in the Desert, ® Time, Movember 12, 1956, p. 32; "Soldiers and Selvage,” Tine,
&4y & ¢ . y P VS 4 ’ e M'
December 3, 19967, 86,



combined result of secular influences and the inherent stability of employment in
these oreas.  Covernment employment, of course, would not be directly c‘xff’ecf@d
by fluctuetions in the private sector,  Finance end services commonly exhibit large
aumbers of salaried workers not usually unemployed.  All three sectors have histori-
‘cally shown tendencies toward more than pr‘bp@rﬁoml increasss in production and
erployment than the rest of the economy. These tendencies, consequently, moy
have cutwaighed the downward cyclicol movement and resulied in the continued rise
in the perisd. |

Income. On the next pﬁga Table 1 shows gross national product in constont
dollars reached @ pedk In the third quarter of 1957 and o trough in the first quarter
of 1958-~a dacline of ftwo quarters,  As might hé expecicd, the changes in con=
sumption were noi so striking os those in Investment and goverament outlays.

The dewnturn in personol consumption expenditures wos relatively short and
coincidad with the duration and timing of the fall in gross national product,  Mon-
durable goods @xp@ﬂéﬁﬁr@s coincided with the ﬁmiag of consumgtion spending, but
durable gaods csui‘.léys iaggé& one quarter ot the reference cyele peok end trough.

The discrepancy between the timing exhibited in employment in monufacturing
ond mining, with the timing of cupenditures on durable and non=durable goods would
support the confention that the long leads in employment were largely the result of
the Svez erisis. Mo decline in consumption of durable or non-durable goods and, It
should be noted, no decline in inventorios eacufreé until during or shortly ofter thoe
third quorter of 1 @575 Mot axports, on the e)fhér hond, reschad thelr podle during
the crisis—~in the ﬁmt quaorter, 1957,

Some eyclicol influences, nevartheless, must have appearcd of the time fo
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keep employment from rising from the decline ofter the Suez pedk. Federal spending,
new construction, and expenditures on producers’ durable equipment, corros~
pondingly, began to drop during or shortly ofter the erisis.

Cf the three, producers’ durable equipmeni fell first-~after tha fourth quarter,
1956, - The long lead of thrae quarters and the long decline, seven quarters, in
durable equipment might well be axpected since outlays for this purpose are se inti=
mately linked with volatile expectations conceming the near future.  The lead was
probably also influenced, . via the aceelerator, by the slowing increases in con-
sumption expenditures and the resirictive policies of the Federal Reserva,

Thesa declines were reinforced by o decline In federal spending in the second
quarter, 1957 which, due to ifs relative importance, may essily have acted o5 @
triggering mechanisn in inducing declines In other sectors of the economy. 4 pudk
in outloys for now construction, as noted before, had oceurrad in the first quarter,
Declines during the second quarter in manufacturing employment=-particularly in
durcblos=-and In mining and public utilities occurred of the same time as the drop In
federal spending..

The fall in foiol government purchases-~federal, state, and locol expendi-
tures~~hegan oftar the third quarter, colnciding with the decline In gross private
domestic investment. Contractions in these sectors woere followed during the noxt
quaorier by drops in personal consumption expanditures and investment in inventories.
Downturns in those expenditures were offset somewhat by increasing outlays of state
and local governments and consumption expenditures for services, Thase increases,
matchad by coreesponding rises in employment, g'arobdi:aly were the result of secular

influences.
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NMoney, credit; and prices. /s noted previously, the recession was pro=

caded by the ever-tightening restrictive policies of the Federal Reserve. A suramary
of the behevior of some indicators of conditions in th e money market Is shown in
Table N

Benk rates on business loans, as an Indicator of credit availabllity ond the
cost of borrowing, rose until the fourth guarter of 1957,  The stodk of money, as
‘meesured by demand deposits and currency outside banks, fell affer Mareh, 1957,
tending to accelerate the rise in inforest rates.  Through o hanges in L bank credit, the
fall in the money supply probably Influenced ond was influenced by the simultencous
peoks in other sectors-~in federal spending, new construction, manufacturing, mining,
and public utilities.

&

Yot tirae depesiys rose throughout the entire pariod, niﬂfmtmg the decreose

in the stods of money. ©Cne large Influence in this ineroase wes o ono-half per cont
incroase in meximum cllowable interest on these dems’its;? Another reloted focior
wos the ineraasing opportunity cost, with rising interest rates, of holding non=interost
beoring ossets==primarily demend deposits and currency.  High rates of intorest were
still malntained even whon the recesston wes well underway.  Any tendaney toward
decreozes in these rales, moreover, was praxbs;shl y ofiset by shifis in the propansity to
hoord duz to adverse expectotions and ims'@@szas in risk.

Debits fo domand dcpasu probably also s umwen the results of fhe foreos

influcncing both tims end demand deposits.  As the money supply decressed ond the

cost of holding maney rose, existing cosh balances were economized, resulting in

9&°wfy-murth Aonual § ep@ﬁ of h Boord of ﬁmvemars of the Federal Reserve

System, p. 101,




TABLE 1M

THE TIMIMNG OF SELECTED IMNDICATCRS OF MONEY, CHEDN, D PRICES, 1956-194

(In months end quartors)

Lead (4 ) or Lag (~)

Date
From roference From reference
liem Pedk Trough , cyclu paak _ cycle trough

Reference cycle _

Mronths July, 1957 April, 1958 e e

Cuarters i, 1957 I, 1958 o ——
Demand deposits
and currency
outside banks® March, 1957 eteher, 1957 +7 44
Time deposits™ B b B b
Debits to demend
deposits® o b b b

@

Moanthly serias
b@mﬁnua@% rise from January, 1937 to Decomber, 1953

Souree: Sue Appendix
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iead (+) or Lag (=)

e

Satg _
Frowm referenca From reference wuration
H’eﬂ 1 Yook ‘ Trough cycle peak cycle trough of decline
Lensumar price
index® o b b b b

Yeholesalo price |

index” May, 1953 etober, 1958 -10 -5
Excluding farm - S
and food pro=

ducts - {oetober, 1937 March, 1958 ‘ -3 +1 3
bank loans on
business loans,
inverted® c v, 1957 b6 $2 &
Gy

Honthly series

“Continued rise from January, 1957 to Decomber, 1952

c@;uﬁri@riy sarics, continuad decline until frough

Souree: fee Appendix
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addition to largely automatic fuctors~~credit expansion, deficiis induced by pro-
grossive foes, ond flows of transfer payments~~federal programs for recovery largely
consistad of a speed=-up of existing progrems~=particulerly in construction and defense.
Down=-payments ware loweared on F.H, A, insured housing; the federal high-
way construction program wos extended; the urban renewal program was aceelerated;
defense contracts during 1755 rose from $17.8 billion to $23.46 billion. 12 4 $3.4
billion surplus in the third querter of 1957 was transformed to o $9.9 billica deficis
by the second quarter of 1958, 13 &xiil, this deficit was not primerily from o rise in
expenditures, but rather ¢ $7.2 billion decline in recaipts. 14
The Federal Reserve begon o program of credit expansion starting in Cetober,
15

1957 with the purchose of gpproximately $1 billion in seeuritios, '~ Discount rofes

in the next two months were reduced 1/2 per cent, and by March, 1958 hod follen

Bd n

from 3 1/2 per cent o 2 1/4 per cent. eserve raquirements were reduced in throe

stages beginaing in February, 1938, falling 2 per cent for raservae city ond control
roserve city banks end 1 1/2 per cont for couniry banks, releasing on estimated $1.4

17 -

billion in reserves,

12press Release by James C, Hagerty, “Fact Faper on Certain Programs und
Proposals Beoring on the Current Economie Sttuation,  February 12, ‘?7«3 (Mimeo~
graphed. )

Q 2, i i A [ 5 = o » H »
13y, 5, Depurtment of Commeoree, Ulfice of Business Scanaies, U. S, Income

and Cutputs 19538 (Washington, 1939), p. 24.

i,

»

13z @ﬂh-?wrm fomual Report of the Boar of Govemors of the Federal Resorve

»zsfa iy P By P mfz-? itth Annual hoport © ol the B@:mi of Q:vamﬁrs P the ?—dﬂm!
Heserve Systom, po 30,

Wopid, UFG? th=Fifth Aanval Report, p. 30,




Income. The immediate effects of government action resulted in some rises
in constant dollar gross national product after the first quarter in 1938,  Not sur-
prisingly, govermnment purchases lead, consumption was coincident, and investment
lagged behind the reference dote in the ?ir;f quarter,

Data m Table 1l shows fotal government expenditures rose as o result of the
slowing decline in federal outlays and the continual increase in state ond local
government expenditures throughout the period. The trough in federal expenditures
followed in the next quorter, leading the reference cycle dute by one quarter,

Parsonal consumption expenditures reached a frough in the next perisd, coin~
ciding with the trough in expenditures for non=durable goods. The decline in more
posiponable purchases, durable goods, ended one quarter affer the reference cycle.
Expenditures for services, of course, rose throughout the period.

The trough in gross private domestic nvestment, os might be expected, logged
though only by ene quarter,  The timing was influenced by revivals in non-farm
business inventories as o rosult of the recovery in consumption expenditures ond the
lagged effects of government octivity in stimulating construction=~garticularly rési’-
denticl construction. Business inventorios including farm products and expenditures
for producers' durable equipment logged behind the reference cycle trough by the
greaiest amounis=-two quarters., The expenditures on plont and equipment were
probably affected by low producer expectations; the accumulation of inventories
occurred with unscasonably bud weather and low agricultural production. et exports
of goods and services f?ﬂcgbed a trough In the sccond quarter of 1958, though later in
the year thoy declined once agein with o slowing of the boom overseas and the rise of

domostic incomes and imports.



Employment. Table I indicates the uptum in emple?meni lagged somewhat
behind the increases in real income ; the fréugh in wage and solary employment
occurring sarly in the second quarter-~in May, 1953.  In itself, the trough in fotal
employment seemed to be the result of the trough ot the same date in wholesale and
retail frade; the increase in mining ofter Jonuory, 1958; and the continued rises in
employment in finance, services, and gcverhment‘ - The eorly rise in employment
in mining, in tum, could portly be attributed f@f‘voluniary” quotas on ofl imports
imgmséd in August, 1957, 18 The Increase in wholesale qnz:i retail trade could pro=~
bably be traced to the influence of previous upturns In g:gars@ﬁul consumption expendi-
fures. The changes in government, servicas, and finance were likely the result of-
secular forces,

l Employment in confract construction amﬁmanu?aduﬁng reached troughs in
the third quarter, in July, both representing the effects of the general uptumn that
was taking place in other sécf@rs. itises in construction; of course, most likely re-
prasented the lagged effects of federal countercyclicol policies primarily concentrated
~in that sector. : Troughs in both sectors, morcover, were probably influenced by the
eoincident trough in producers’ durable equipment and the trough in expenditures for
| durable goods in fhe preceding quarter,

The longest lag in the revivel occurred in public utilities.  To a certain
degree, this lag is explainable in terms of the relatively high intorest rates molntained
in the period and the interost-clasticity of some investments in this sector.  The

secular declineg in some components such us railroads, in oddition, had undoubtedly

18“;‘5fmmy Fetrol,” Time, Awgust 12, 1957, p. 78.



some affects in producing the relatively slow rise in employment,

Insured unemployment reached its pedk in July ot the same time troughs were
reached In construciion and monufacturing employment.  The date, however, pro-
bably understated the characteristic lag In this series since some number of workers,

still unemployed, were omiited as their unemployment benefits expired,

HMoney, credit, and prices. Unly a few words probably are necessary in

explaining the timing of monetary indicators ot the trough.  Throughout, the per~
vasive influence of the Federal Reserve should be noted in its successive expansions
of monay and credif.

The stock of money reached on early trough in October, 1957 as a result of
the open morket operations at the time. The pook in bonk rates on business loans
was reached in the same period~~in the first quarter, Vholesale prices excluding
farm and foud products reached o trough ono month bafore the reference cyelo trough
in April, although the decling in the entire Index did not end until Getober, Dabits
to demand deposits, the consumer price indest, ond time deposits, os mentioned

before, rose throughout the entire period.
IV. The Asplitude of Fluctuations

Employment.  As a rule, there appearad to ke some correlation between the
timing and the magnitude of the decline in employment in various Indusiry divisions:
sectors with long leads ususlly had the greatest per cant declines.  Employment in
contract consiruction, for example, evidenced the longest lead of any industry
division=-fwalve months; Table 1V indicates though the rate of decline was small,

the fall in construction employment wes rafher lorge-=10.8 per cent,



TABLE 1V

5T
&2

THE AMPLITUDE OF THE DECLINE IN EMPLOYMENT, 1956-1958

Per cent of
1956 monthly

Puration of
decling in

Per cent change
from series peok

Average rote

of change

liem average months to trough per month
Mon~agricultural
wage and salary
eraployment 100.0% 183 mo. - 3.0% -0.3%
Manufucturing 32.6 13 ~ 8.3 -{3.5
Durable® 3. 18 ~11.6 -0.7
don-durable® 13.6 24 - 4.5 ~0.2
Fiining 1,6 23 ~12.6 -0.5
Construction 5.8 24 ~ 16,8 .4
Fublic utilities 8.0 20 - 0.7 -
Trada 21.8 19 - L3 ~0.1
Finonce 4.4 b + 2.6 +0.1
service 12.9 b + 3,1 +0.1
Covernment 3.5 b + &9 +0.3
Insured unemploy-~
ment, inverted 100.0 14 ~45.8 -3.9

“Uotail may nof equal totals due o rounding

bContinuad rise from January, 1957 to December, 1953

o

Source: See Appendix



Actually, nonw_du;cﬂ@l_e manufacturing was the only sector in which long
leads were not accomponied by lorge decl irwes;. In spite of o fwelve month lead,
employment in that series fell oaly 4.5 per cant ot a ratc of .2 per cent per month,
This discreponcy between timing ond magnitude only support the idea that the early
pedk in the dota was not necessarily creafed by cyclical forces, but rathor by the
increase in domastic r;;ﬁning during the Suex affair.

Lnother striking feature of the date was that the declines in durable mianu~
facturing, mining, and confracy consiruction were clustered.around 14,0 per cent.
Activity in such greas wos concentrated in the production of relatively durable goods,
so such drops, in o sense, could be expected. The close correspondence in timing
in these sectors, the similar duration of declinss, noted before, would elso tend to
produce drops of the same magnitude.

More interesting, however, wos the average rotes of decline in these areas.
£, except contract construction, Tell of relatively rapid rates, supgesting the effects
of autonomous declines, porticularly in favestments, inventforics, ond equipment.
Lonfract construction, on the other hand, suggosts the opposito sase~—gradual declines
inducad by successive tghtenings 6? eredit by the monetary authority.

The more varied pattorn in other sectors, nevartheless, Implies more diverse

influcneces. Evidence concarning employment In fransportation and public utilities
suggests the some Influence as thet in construction—-ihough to o lesser degrea. The
almost negligible decline in wholesale and retail frade, though, is perhops best ex-
ploincd as effects of a relatively lorger number of solaried workers in that area and

the rathor short decline in personal consumption expenditures. Employment in govern-

ment, services, finance end real estate wore probably also affected by @ high number



of salarted workers, Incregses b

pancy oceurring between the dee

nsured unemployment, 43,3 per cont, was cuusad, moest likaly, since iho maejority

ey

of the unemployed vere newly entoring the laber foree or were the provious result of

F

by

frictionel unemploymant.

lacoms.  Table V shows the drop in constant dollar gross national

was moderate, proce t o rate of 2.4 por cent por guarter.  The decling in

consumption, osulghl be expecied, wes relatively slight, the meojor fall bolag in
postponable purchases=~durable ooods.
The full In investacnt wos, s is typical, the lorgest and most repid=-26.7

ez

7 per cent por quarter. St the figures are

pey cont of ¢ rove oF
leading, for the fell in lovestment prior fo the fourth quarter of 1947 was velatively
gradual.  In Figuwe 1, the poinis plotted foult remarkably like 6 movemont along the
marginal efficiency of capital, Intorest rates rising by grooter and greoter aacunts,
investment falling,  Alter the third quarter, thoe decline becore rapid; tnvesimant

7.2 bitlion fo 944, 2 Lilllon in the socens

g
i
A5

fell quidkly from | guorfer of 1950

seprasonting o dowswerd shift in the invesiaent function, Tho sawms gonor

oF

was follewed In investment In invontorios end producers’ duraislo equipnant,  Dut
nowe construction, varied by dropping snaothly and lets rapidly in the poried,

tho relotively small decline ia foderal sponding, 3.7 por cont, oad the
rosulting decling in totul govermment sponding, 1.3 por coat, waore offset, o same

axtent, by their rolatively Eume progoeiion of fotal gross aotional preduct,
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it should be notod the rise e and lecel sponding contributad in mitigating the

 increoso=- +1. 3 por cont por quarker,
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Bank rates on ,
business loans 50 "
48 <111, 1957
4.6 .
o1, 1957
A4l o1, 1957 LIV, 1956
' e 11, 1956
4,2 |
4,01 .
. I, ]95ﬂ
3.8)
| | « L L
- '59.0 60,0 " &1.0 62.0 63,0

 Gréss private-doniestic investment in-billions of dellars

Fig. 1.--Gross Private Domesﬁt'--lnveshnaﬁ‘i'n‘ﬁenshnt {1954) Dollars
and Bank Rates on Business Loans in Seven Quarters, 1956=1957

Source: See Appéndix
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Money, cradit, ond prices. As shown in Table V1, the drop in the money

supply, in contrast o most other variables, was relatively slighi=-0.4 per cont.
Aetuelly, the rise In interest vates, af least in terms of magnitude, appeared to be
more importont, rising to o figure 14.1 per cent greaker than in the first quarter,
1956,  The rise in debits, theugh not os large, represented another significant
ehange--an Increase of 10.7 per cent.  The increcse in time deposits was the
greafest of all=- +23.0 per cent, The change in prices, on the other hand, was
comparatively small, consumer prices rising 4.5 per cent at @ rate of 0.2 per cont
per month and wholesale prices folling 0.5 per cont ot 0.1 per cont por monih.

The chonges that occurred, of course, were highly inferrelotod,  As noted
previously, the decling In the stock of money and the Federel Reserve “right” monay
policy likely produced the higher interest refes, increasing the cost of holding money,
and producing shifts in the demand for time deposits, cuusing a more intensive utili=
zation of demand deposits and some increase in bank debits.  Affected by other
factors such as Institutional rigiditics and short supplies of food, prices, nonetheless,

remained relatively stable.

Y, Summary
Several foctors were probably Importent in creating the downtum,  The end
of the Suez crisis as u random Influence may likely have induced an initiel downword
push thot wes reinforeed by cuts in fedsral spending and the restrictive ‘gz@iicies of the
Federal Reserve.  The corly adjusiments appoeared in manufacturing, mining, and

consiruction with the slowing of the boom and tightening aradit.  These initial down=

ward movements were apparently succceded by an autonomous drop in the Investment
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function, large dreps in invesiments in inventories and in producers' durable equip-
ment, followed by declines in consumption outlays--particularly in durable goods.
The frough was rooched, and recovery bagun as increased federal spending
bagan to toke effect and consumer spaending rose once again,  The upiurn wos rein~
forced by increases in outlays for new construction and investments in non-farm
inventories. The depth of the contraction was probably shortened by o large base of
government spending and the relative stability in consumption, strengthened by

government deficits and flows of transfer payments.



CHAPTER IH
THE GROWTH AMND STRUCTURE OF THE OKLAMOMA ECOMOMY
. Infroduction

MNumerous influencas may determine the pattern of geographical eyclical

variation. Here, they are clossified under four headings: the nofure of the con=

traction, the pattern of regional development, the structure of the regional economy,

ond random factors.,

The noture of the contraction moy affect regional variction by differencas in

Himing, magnitude, und duration of fluctuations in vorious sectors. Rendom foctors,

by their nature, include imponderables such os variations in veeathor and thus may

have different cffects depending on the cireumstances in which they occurs  The

reglon, in turmn, may be offected by national geographical variations ia the location

of industries and the rate of economic development.

The pattern of geographieal speciclization in itself may be sufficiont to pro-

duce eyclical differences among arecs. For exomple, il declines in aggregote activity

were conceniroted in durable manufacturing, it would seem reasoncble to expoct the

grentest caclines to be concaentrated geogruphically in areas hoovily specialized in

those incustries, ond conversely, the smallest drops would be concenirated In oreas

that produce othor goods.

tn @ region experiencing o higher rate of cconomic growth than other aroas,



there viould seem to be some presumption for belioving, of loost from historicsl

¢

2y A i gz HIRYa 2
evidence, that expansions will be I

or and more vigorous or confractions will
shorter and less savera,  As long as tho sems causal factors are operative, thore
raust, in addition, be also some presumption that future cycles will follow the seme
genorol gr‘;xaﬁem.i

:’we

£ f

£

ail influences, therofore, the effects of growth and structure are parhaps

the most casily specified. The noture of contractions in agorenate activity, oxcopt
t o brood sease, ceanot be determined in advoncs.  Hondom avents, by dofiniiion,
arg not cosily predicted.  Date for growth and structure, In confrest, ore readily
avellavle ond are not subject to viclent short run fluciuctions.

Mevertneless, the picture of specialization and devalopment can only yiald

. . e 2
thun concrefe predictions of change.” In ¢ll coses, other forces

sifects of fedoral monetary und ficsal policies may offset any

@5 toward eyciical divergence or convargsncs in regions.  Still,

Yherely | v because thare are enclogous secular changes amang regions, i doos
not nocessarily tollow there must ke similar ejcl ical Fluciuarmns. N:,»Vs;rm@ﬁ@ss,
pora allelism in growth would, within limits of rcgmncel spocializotion, provide some
orime focie avidence s fo fhe degras of interdependence amory r’fﬂw«mpuical areas,
i.¢., onz changs in an orea included similar cncmf @s in others, A high degree of

inferdependence Indicated by such o patiern, i'iierercm, would provide some reason

for expecting porallel short run movements.

Ziaff and Vieifenbach 1, 17 should be remembered, did not find growth and
structure provided o gaod explanution of regic mui divargences. Kidner, on the other
hand, mrj. In port, these conclusions may have bean the result of the size of the
aroos sivdiod,  Kidner g G? COUrse, was de z@Im with o stote, Colifornia. Thus the
absolute magnitude of forces determin ?m Jr@w‘:h in this aree moy have been sufficient,
whon appﬂs;d to muniervmlmg faciors such as expectations, to preduce cyclical
divorgences of the stoie from the rest of the netion. NMeff and Vicifenboch, in con-
frast, wore dealing with fluctuation in cities.  Here, tho sirength of growth and
struciure in individual areas may not have been sufficient, when opposed to other
forces, to produce meosurable cyclical differences.  fee cbove, pp. 4-5.

®
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however, growth and structure must be foken info consideration as potentially imgor
tont, and perhaps, on occasion, even sirategic variables.

Of the four categories, random factors wera considered throughout the study.
The nature of the contraction was raviewed in the previous chapter. The offects of
growth and structure, os e result, are examined here.

The chapter is divided into throe perts,  The first discusses the economic
development of Uklohoma; the second is o review of the changing composition of

employment and output; the third is o summary of some conclusions that vere obfained.
H. The Development of CUkldhome

Income statistics, os ¢ meosure of frends in economic activity, provided o

means of evaluating changes in the mognitude and composition of output. Twe
nchrark dates, 1929 and 1956, were selected in order ovide some rough ]

benchmaork dates, 1929 and 1956, elected in order to provide some rough besis
for axomining secular influences.  Both met three criteria: sufficient dota weare
available for each year, both ropresented approximately the sume stage of the business
eycle, ond both were separated by o foirly long period of time.

Unfortunately, awailoble data for Oklohoma were confined to estimates of

personsl income, Moreover, since benchmark dates ware of or close to eycle pedks,

there was some upward bias in figures for Income elastic goods and, conversely, o
downward bias for income inelustic geads.,  Since figures were in current dollors,
there was olss a sonsequent upward bias in the increases shown for both CUklehome

2
and the United Stafes. ™

3s4ill since rogional price indexes were not available, the relotive position of
Uidlahoma vis-a-vis the rest of the nation would not be oltered by o deflation of dafo:



@

It should be emphesized, therefore, the data roprosent only rough approxi=
mations of what actually ocourred.  The stotistics, bbviausiy , would vary greatly
if differont yeors were chosen, Their value, simply, liss in providing some foirly
representative picture of secular influences that may be useful in the interpretotion
of current series.

The development of Uklahoma, correspondingly, hes shown wide veriations
in magnitude, but o similar direction of chonge with that in other areas.  ln growth
in per copita income, Cklehoma has risen foster than the rest of the United Stotes,
But the increcse must be oftributed more to losses of population then increases in total
income,  Cutput in the state, at the some time, has become more diversified.
Sactors such a5 manufacturing and government have grown rapidiy of the expense of
industries such as mining and agriculiure,

I, asis usual, per copiie income is used as a criterion of the stote of eco~
nomic development, Uklahoma should be classified os on underdeveloped arca rela~
five to the rost of the notion. Per eapita personal Income in the state for 1956 shown
in Table VH was 81.4 per cent of the nutional figure. In 1929, however, Cklahoma
income wos only 64.6 por cent of personal income nationally. The rate of develog-
ment, then, hos been faster than i the rest of the country.

But state Income, as u total, has increased \Ie;s rapidly thon slsevwhere. Totol
personal income in Uklohoma during 1936 wos 324. 1 per cent of thot in 1929, Netion=

ally, it wos 378.6 por cont of the 1929 figure.  Income from pearticipation in

Sdivision of state and national series in current dollars by the same deno-
minator-=the sane price index—-would not alter onz with respoct to the oilier.,



TABLE Vi

MOOKLAHGMA AND THE UNITED STATES, 1929 AND 1934

Chlahoma bnjted Stotes
1936 as @ 1956 as @
per cent per cent
Item 1929 1956 of 1927 1529 1956 of 1927
Populoation in thousands 2,369 2,245 4. 75 121,526 167,25% 137.6%
Yor capito personal incomea $ 454 51,608 354.2% $ 703 5 1,975 280.9%
Total personal income
in millions $1,077 $3,491 324, 1% $ 85,661 $324, 251 378.6%
income from porticipation
in production in millicns® $ 874 $2,714 310.5% $ 65,080 $263,27¢ 402,755

a 2 e o ne 13 ° ; e 3 g )
Income from porticipation in production equals total persenal income less property income and transfer payments

Source: Soe Appendix

Cr
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pr@ducﬁ\@ﬁ‘?"’ in the some period Increased 402.7 per cent in the United States and
increased only 310.5 per cent in Uklohoma.

Huch of the riso in per copita income, as a result, must be traced to o loss
in population. Estimated population in Cklchome for 1956 was 94.7 per cent of
that in 1929. 'ﬁ%g@ulﬁﬁon’ in the continental United States in 1956, on the other
hand, was 137.6 per cent of populotion in 1927,

The entire process, then, suggests long-term inflows of copital end con~
commitont autflows of lobor.”®  With lower per capite incomes, oubmigrations of © .
population were induced. ~ As populotion and the lebor force fell, total output fall -
in relation to that in the rest of the country. With lerge numbers of woarkers per unit
of capital, the productivity of capital wes high, creating corresponding inflows of
capital with oviflows of labor. - Capital Inflows and the influence of technical pro-
gress, as a result, may have prevented an absolute decling in output with o decreasing
amount of labor.  The greater chenges in population, however, would suggest changes
in the labor force may have been more impartant in producing the variation in acono~
mic growth,

Yat the variotions in the rote of development that wers shown werz, in port,
misleading. o general, the direction of increasas in Tklchome and the United
States were similar.  With only two exceptions, the ranking of the Increases per

sector in income from participation in production shown in Table VI were the same.

Nacome from participation in production includes wages ond solaries, other
fobor income, ond proprictors’ Income; tronsfer poyment and property income are
excluded. R

£ . 5 » g o ’
“The reasoning assumes the labor foree and population vary directly.
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VHIE (Continued)

Uklahoma United States
1756 as & 1956 as o
1927 per cent 1936 per cent por cent 1927 per eent 1956 per ceont per cent
liem af total ~of jotal of 1929 of total of total of 1929
Fersonal income from
participotion in production,
total 100,0% 100.0% 310.5% 100.0% 100.0% 42,75
Agriaulture 22,2 5.6 77.3 11.1 3.8 93.0
Manufacturing 8.6 15.6 565.7 25.7 31.5 492.%
dining 14,6 10.5 222.7 2.4 1.7 23%.6
Leontract construction 4.4 6.4 457.9 5.6 5.3 L35.4
Yiholesale and ratail
trade 20,2 22,9 39,7 18.% C20.0 426.8
Finance, insurance ond
real estate 4.5 4,0 279.5 5.7 4.4 307,68
Transportetion and
public utilitics 5.5 .1 ..32;" 4 19.1 3.4 332.8
Servicas 10.0 i1.5 357.5 13.0 11.5 354.3
Government 6.5 14.0 awfé 7.1 10.6 &n.7
Lither Q.6 8.5 260,06 0.3 0.3 437.3

Source: See Appendix



the greatest gains statewide and nationally were in government, manu-
facturing, ond contract construction. The fourth largest increase in Cldlahoma was
in sarvices; nationally it was in wholescle and retail trade. The order was reversed
in the case of the fifth lorgest increase~-wholesale and retail frade in Ckldhoma and
services in fhe rest of the United States. Other sectoers In both areas logged with
transportation and public utilities in sixth ploce; followed by financs, insurence,
and real estate; mining; and, finally, egriculture.

The ranking of increases per sector, however, tended to hide sometimes the
dispersion in the increcses that occurred.  The standerd deviotion of inerease, as e
maasure of the variction in increoses per sector, was rather large in both areas but
was largest in Cklahoma.© The standard deviation for the state weos 181 .1 per cent
as compored to 113.4 per cent In the nation s @ whole.”

For Clillahoma, the greater dispersion of data was the direct result of increoss
in what, previously, were relatively unimportant areas—-for example, manufacturing
and government--at the expense of the more infensively specialized sectors such s
mining and agriculture, Notionally, the vorlotions appaared as o result of further
declines in construction and agriculture as other sectors grew of rapid rates,

The difference in dispersion, in o sense, was simply o reflection of the oper~
ation of the low of large numbers: wide fluciuetions in smaller oreas tended fo cancel
whan computed on o national busis=~hence a smaller standord deviation. The wider

variation In increases In the state, moreover, could be expected with more rapid

é ! - ' ‘ H
“Tha use of standard deviations as o meosure of disparsion assumes data were
randomly distributed.

/The meon incroase in autpul per sector was 347.3 per cent in Uklehome
ond 394, 6 per cont for the United States,
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rafes of development ond correspondingly large realiocations of resources.

i 3

Outgut in Oklahoma, in additien, became more diversified, less subject to

-y

arfunes of o single industry, though nationally, the trend was toward more,
rather than less specialization. The dispersion of output about the mean output per
sector” gives some ideo of the relative importance of each sactor in total production.
The standard deviations of per cent income per sector in Uklahoma were 6.7 per cent
in 1929 but &.1 per cent in 1936, MNaotionelly, the standard deviation, in contrast,

iell from 6.7 per cent to 4.1 par cont.
HE. The Composition of Gutput

The structure of the Uklahoms economy has, over fime, ended to conforn
more closely 1o the over-all national potiern.  But income produced in cyclically
sansitive sectors-~mining, manufaciuring, and confract construction=~has become

g Y - . U % [ [ & ® ko, v s | 3 N _ 6
relatively less important in the state. Economic activity in Cklahoma wos special -
DQ!‘ f”:‘.i“‘g f.»n—u. .',',,.»v,nk\r'«q li’ - E.,. i ‘? i_
ized in raw material production-=in mining and agriculture.  Employment dota,
though, show rather significant divergences frem employment slsewhere.

Data gresented in Table VIH show the changing composition of sutput in
Oklahomo and the United States from 1957 to 1956, As a measure of the changing
siructure of production, the per cent of total Income generuted in o sector was sub-
fracted from the per cont of totul Income generated in that sector nationally. The

-

ditferences for all sectors were summed, Tgnoring signs, giving the absolute value of
F-4 2 ] <

o <

per cent differenc 1 Income generated per sector.

Y

SThe mea por sector was, of course, 10 per ceni: totol income is always

Qa
100 per cent; 100 per cent divided by fen sectors is 1D par cent,



I cutput in Tklchoma and the United States were allocated equally omong

sectors, each producing 10 per cent of the mwl,;? the absolute value of differences
would be zero. Actually, in 1929 the figurs was 49.6 per cent, but by 1954 it
declined to 32.7 per cent.

As shown in the Table, to a great extent the decline wos the result of the
increasing importance of government disbursemants in Cklahoma and the nation af
the expense of income from agriculture. More lmporiani, though, wos the relative
decling in the total income genarated from cyclically sensitive areas--mining,
munufacturing, and contract construction. Tkiahoma income from participation in
production in these sectors rose from 27,4 to 32.6 per cent.  Yet for the United
States the rise was somewhat larger-~33.7 to 37,3 per cent.  The difierencs in
income generated in cyclically sensitive sectors between Cklahoma and the United
Statezs therefore increased=-6.1 to 7.0 per cent.

he data olso show specializotion of stute economic activity in production of

primary products as is typical of an underdeveloped area.  In Cldahoma, activity
in mining during 1956 generated 10.3 per cent of fotal income from participation in
production. The importance of agriculture was understated duz to the drought
ocourring ot the fime, but later figures sfron gly demonstrated its signifisance, For
example, in 1933 Cklahoma agriculture produced 11.5 per cont of total income
from participation in production. Mationally, that sector in the same yeur produced
6.1 per cent of the total.

Employment statistics in Table I guve o sormawhat more comprehensive

picture of the differences in the structure of production and allocation of resources.

tbid.



ERAPLOYMENT IN OKLAHCGMA AMD THE URITED STATES, 1956
Lllahoma ntted States

For cant of fotal Per cent of toiol

Por cent of totgl

agricultural and

Par cent of total

agriculturel ond

lrem nen~aoricultural non=agricultural non=goriculivrel non-agricultural
Yage and solory employment,
total - o i %

Agriculiure
Mon~agriculiural and salory

i
—
— ‘:
L]

b
-
e B

fotgl 100,055 74,3 100.0% 82.2

uring 15.8 11.7 32.6 20,7

2.8 G5 18.% 16.7

durable 7.1 5.2 13.6 12.1

2.1 6.8 1.6 1.4

construction 5.2 4,3 5.8 5.1

k% im!u !~\ and retell frade 25.0 18,3 21.2 19,2
rimnm , insurance and

real cstate 3.5 2,9 4,4 3.9

Tronsportation o

public utilities 8.8 .5 8.1 7.1

Servicas 1114 8.3 i2.1 10.6

Covernmen 117.7 15.2 13.8 12,2

€ €

Source: Sec Appendix
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ba olmost ¢l cases, the divergences in employmant between Uklahoma and the

United States were wider thon those in income.

Conformity of Uklahoma employmant to national patterns was rather poor.
The absolute value of per cent differences in employment per sector was 36,5 in the
case of non-agriculiural employment and 52.2 per cent for both agricultural and
nen=agricultural employment.

In terms of cyclically sensitive Indusiry divisions-~manvfacturing, mining,
and coniract construction——employment in Clklahoma as @ proportion of the non-
agricultural total was 30,7 per cent and as a proportion of agriculiural and non-
agriculiural employmant wos 22.8 per cent,  Corresponding perceniages for the
United States were 40.0 and 35.2 resocctively.  In terms of employment in durable
and non=durable manufacturing, the national date, ogoin, showed some eyelical
bios: the refio of durcble to non~durable employment was agproximately 1.2 in
Tklohome, but 1.4 nationally.  Stete employment in mining and agriculturs, it
should also be noted, was 32,6 per cent of the total os compared to only 13.2 per

caent in the United Stotes,

£s in the cuse of income, amployment in Cklahoma was more avanly distri-

23

buted omong sactors thon in the Unlied States,  The stondard devigtion about the

mean non-agriculiural employment per seetor in the state was 6.9 per cent and the

B

; : . . o
standard deviation from the mean agricultural ond nen-aoricultural sm Jl@ym@mi v

o

was 7.1 par cont. Mationclly, the corresponding deviations were 7.7 per cent ana

8.0 per cant,

10,

Mean non=agricultural employment in all cases was, of course, 12.3 par
cent. #ean agric cultural end non=agricultural employment was 11,1 per cent.



b g

Unlike the income data, the employment figures, in addition, moy be

broken down into smaller clussifications other than the rather broad cafegories of
gevemment, consirustion, eic. Table ¥ shows mare detalied duta for two impor-

tant seciors~=mining and manufacturing.

In @ sense, the figures show o patiern nof indicated by broader classifications.
Uil and gas production, for example, that comprised the bulk of employment in

>

mining was accompanied by substantial concentrations of employment in refining~~

3

$.4 per cent of indusirial employment in Cklohoma or 4.5 per cent of the national
employment in refining.  The dota, it should also be remembered, understate the
indusiry's relative importunce due to its capitel-intensive noture.  In port, fhe
figures indicats that activity in mining and monufacturing were strongly related;

the extractive process in oil ond gas production was dependent on economic activity
in non=durable moanufacturing~—refining.

o Teble Xi, o ranking of employment and income in vorious sectors according

s

to their proportion of the totals gives some ides of differences beiween Ckluhoma

and the United States in generation of inceme and employment.  The relotionship

o

between the state ond nation was appavently affected by the long-term outmigration
of population and, as the process implies, low per cupite productivity of labor in
klohoma.

Probabily the most siriking difference in the amount of employment and creation
of income was in agricvlture. The larger discrepancy was in Cllchoma where employ-

ment in agriculture ranked first, yet income derived from agriculture was eighth or

G

next to last. A4 similor, though less extreme divergence was found m:mcnuﬂy wi

agriculture ranked fourth in employment yet seventh in income.



TABLE X

INDUSTRIAL EMPLOYRENT IN OKLAHOMA AND THE UNITED STATES, 193¢

ahoma United States

Employment Employment Employment Employment Cklahoma us a

do the as a per cent i the as a por cent par cent of tha

ftem thousands of total thousands of total United Siates

Monufacturing 0.7 463.5% 16705.0 95, 3% 0. 5%
Durable goods 5.3 33.2 2625.0 55.4 2.5
1u;nb~or 'N’sn:“ wiod producis 2,7 1.2 741.4 4.2 0.4
ay on 6.1 4,3 561.5 3.2 1.1
Frimcwy mmi industries 4.1 2,9 1311.9 7.4 3.1
Fabiricated metal products 6.5 4.6 1116.6 6.3 oo
Machinery 3.3 2.3 1716.4 2.7 .3
Tilfield machinery &.7 4,9

‘Ta’afzsw‘ riation eguipment 14.6 10.2 1830.5 10,3 .8
Ciher 3.0 2.1 2347.4 14.4 L

-
Sourca:

5]
€2
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Porhags the discrepancy between smployment and the resulting output in
agriculiure produced by a downward bius from low estimates of imputed income or by

the fuct agriculture may be inherently labor~intensive.  S$till, o greot amount of

)
the low fotal income simply must be ottributed to over-population ralotive to existing
rasoursas and technology.

Another arresting difference showed in the date was that in manufacturing

employment and income in both arcas.  MNationally, manufacturing stood first in

- s

both employment and income, while in Cllaho

oma, manuviacturing stood fourthy in
eraployment ond followed only retail and wholesale trade s a generator of income.

It would sgem, then, manufacturing In Uklchome generated relatively lorge amounts

-

of income per worker,  This high per capite productivity, in turn, could simply b
the result of speciolization in cupital~intensive industrics such as refining.  Yot, to
{

some extent, the bigh oulput may have been caused by some immobility of laber in

transierring from agriculture to industry.

W, Some Conclusions

e,

The over-all puttern of the development and structure of the Cklohome

r

eeonomy, consequenily, showed several imporiant results.  Cldahoma had expor~-

lenced o move rapid rate of cconomic developmant than was typical in the rest of

N

the country. If the forces behind this development continue, economic activity
raay be olso less cyclicully sensitive than in other areas.

The great importance, proportionally, of federal, state, and local govera-

»

ments in creating income and output in the state would lead welght o that presumption.,

The lesser significance of economic activity in two commenly cyclically vulnerable



L]
B

sectors, manufacturing and construction, would alse support thot idea,

Yot Oklahoma, it should be noted, was specialized in the praduction of
primary products in mining and agriculiure. Raw materials, of course, are notorious
in creating cyclical voletility in producer incomes.  Cutmigrations of population in
Cklohoma, moreover, showed a chronic oversupply of lobor that could be acecen-
tuated by a downswing in economic wetivity.

The growth and structure of the Cklchoma economy may still tend o produce
luss sovere downward fluctuations than in other areas.  However, these tendencles,

£
i

in fact, may be oviweighed by other influsnces in affecting the final course of con-
tractions. Some idea of the importance of these other factors therefore can be gained

by dirzetly examining the coniraction us it actually occcurred.



CHAPTER 1V

THE CONTRACTION IN OKLAHOMA

I. Infroduction

The purpose of this chapter is to compare the contraction in C

&
¥

in the rest of the country. Here, the aim is to identify similaritics and differencas

during the course of the downswing ond, i possible, explain their causes.

The chapter iiself is divided into several sections.  The first is o deseription
andd comparison of the timing and duration of the movements thot sccurred.  The
discussion, of this point, Is primarily concerned with the patierns of the pedk and,
to @ lesser degree, ai the trough of the cyelo,  The second section is a review and
axplanation of the mugnitude and rates of decline during the contraction.  The
focus, again, is on events af the pedk ond, to o lesser extent, ot the lower furning
point.  Lach of the two sections, in tumn, is divided into three subsections: one
considering general indicators of business activity, another exomining data by
swetors, and another dealing with the pattern of employment.  The last section,

finally, is a review and summary of preceding sections.

H. The Chronology of Events

The unavailability of comprehensive income data mokes on exact determination

of the timing ond duration of the contraction almost impossible.  An examination

= g“
Ao
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of other availoble data, nevertheless, can give seme idea of the sequence of evenis,

General indicators of economic activity. Perhops the bast over-all measure

¢ fluctuations in Clklohoma is the index of general business ectivity compiled by the

Bureau of Business Research at the University of CUlkdaboma.  The index, shown in
Figure 2, is bosed on a number of series such as personal income, employment, bank
debi o ﬁps .ﬂf Trag g ¥ oot -F d wd i ’a 2 {t e E >

fs, ond indexes of mining and monufacturing production. soocoraing o the
index, the contraction natienally losted nine months, while the decline in Tkla-
homa lasted seven.  The recovery in Clklohoma occurred two months before the rise
in aggregoie ackivity,

With one

This conclusion is confirmed by the information in Table XU,
excaption, the declines in all series for Cklohoma were of shorter duration.  The

drop in personel income in Chlchoma corresponded with that in the rest of the coun~

try, leading one month from the national pedk ond lagging one menth from the trough.

b

The index of industrial production showed the greatest difference between Tklohomo
ond the United States.  The downtura in Clkdahoma losted five months primarily due
to o ten month lug ot the national peak.  The decline for the United Stetes lasted

sixteen months

Selected indicators of activity by sectors. The timing of somo reprosentative

Hime series for sach sector is prasented in Tables X and X1V, These series were
chosen according to whether: they were broad enough to indicate some phase of
activity in the sectors studied; they were comporablo to similar data published for

the entire United States; and they were in monthly rather thon yeorly or quarterly form.

As with all statistical information, this index is discussed in more defail in
the Appendin.  See below, pp. 96-97.
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Reference Reference
cycle cycle
170 — ] peak | trough
Per cent of
1947-1949 | Oklahoma

160

150

United
States

140
135
130

125
120

115

110

8

I .
JFMAMJ
Ratio Scale 1957 1958

Fig. 2.--Index of General Business Activity
for Oklahoma and the United States,
1957-1958

Source: See Appendix
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X1l (Continued)

of Oklahoma from
liem U.S. peak
Index of general business activity 0
Index of indusirial production -10
Personal income® + 1

9State and national data not strictly comparable

Source: See Appendix

Lead (+) or lag (=)
of Cklahoma from

U.S. trough

+2
+1

+1

Duration of U.S. decline
less duration of Oklahoma
decline

+ 2
+11

0



Agriculture
Cash receipts
from farm
marketing

FManufaciuring
Index of

manufacturing
production
Mining

Index of mineral

production

Lontract construction

Value of total
contracts

TABLE Xl

THE TIMING OF SELECTEDR INDICATORS OF ACTIVITY I SEC

IN CKLAHOMA AND THE UNITED STATES, 1956-1959
4

(In months)

Cklahoma
Cate Duration
of
Paak Trough decline

March, 1956 Pay, Y957 14

Movember, 1957 March, 1958 4

Seprember, 1957 March, 1958 &
MNovember, 195¢  Septembar, 1957 10

%

,(ﬂ\é;[; C\:
e 4% o'

United States

Date

)
o
r

Fobruory, 1937

bHugust, 1957

Forch, 1957

January, 1957

Trough

June, 1957

April, 1953
Moy, 1958

=

Cctober, 1957

4]
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A (Continuad)

PR |
Cklahoma
Duration
of
Trough decling
i ioled
a o
Harch, 1959 &
o b
Junz, 1957 3
Soptembor, 1958 21

.
April,

raolt

Jonuary,

ione

1957

1957
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Duraticn
of

decline

2

&

w4

o)
(%]

AY

s
g,



TABLE XIV

O OF THE TIMING OF SELEC TE IMDICATORS OF ACTIVITY

A COMEARIS
TATES, 1956-1953

I GKLAROMA AND THE UMITED

(In months)

Lead ($)orlag (=) Lead (+) or lag (-)

of Cklahoma of Cklchomao Duration of U, S, decline less
from U. 5, peak from U. 5. trough duration of Cklahoama decline
Lericutiure
Cash receipts from
farm me ;rhdmu + 11 mo. +1 mo. - 10 mo.
#h e:a:'“au-‘acfua'mg
Index of manufacturing
production -3 +1 b4
Mining
ndex of mineral
oroductios - & $ 8
Confract construetion
Value of fotal coniracts '+ 2 ti
Rostdential ——— e -
Manufacturing o ——— ——
Commarcial ¥ 6 4 -7
Public utility + 1 a2 - 1
Public works - ] 5 F

£,

[N

Source: See Appendix b
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X1V ({Continuad)

Lead (+)or lag (~)
of Cklahoma
from U, &, trough

| and wholaesale trade

i‘*ﬂé:an-dur{zbleb

Public utilities

Freight carlondings
Finance

Demond deposiis

Time daposits g

Dzbits to k«meJ denosits

Loans and investments®

e W
Crude oil g:aa'oaﬁucﬁon
Refinery stocks, inveried®

Q

auad rise

E'?‘

Dato not strictly comparable
C:,:nm TR | N T
Continuad decline
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+11
+ 1

$s
-1

Duration of U, 8. decline jess
duration of Tklghomu decline
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Eight of the indicators chosen=~cash receipis from faerm markatings, demand

contracts, retail sales, freight corloadings, ond new incorporations--showed signi-
ficant eyclical Hluctuations.  In seven of the eight series Cklohoma lead and in ane
of the indicaters Uklahoma lagged behind the frough in the saries nationally. Four
of the series indicated leads in Uklohoma at the pedk; three showed lags, ond one
coincided with the Himing of the national series, In duration, date for Clklahoma
avidenced shorter declines in three cases, but longer declines in five.

The timing of data for various sectors apparently wos not closely related to
the rapldity in growth in those sectors.  For example, the relative Importance of

mining in generation of employment and fncome in Cklahoma has follen over time.

Manufacturing, in confrast, has grown more rapidly than other sectors,  In spite of
thess differences in growth, indicators of activiiy in both state mining and manu-
facturing lagged of the pedk ond lead at the frough of dota for the Unifed States.

Timing in Cklahomo also did not appear to be closely connected with the
severity of the contraction In sectors noationally. Data for mining, where the con=-
traction in aggregate activity was concantrated, showed o lag of over six moenths
from nationol pedis for that sector.  The same patiern occurred in other such sectors.
Thus large differences in fiming between Cklahoma and the Unitad Srates still
appeared in indusiries where the downturn was particulorly severe.

Exogencous factors—~changes in weather, the imposition of import quotas,
ete, ~~were probobly the most important influcnces in affecting timing,  The pattern
of speciclization in various industries were also important.  lmport quotas on oil,

»

for example, hod a grecter offect on Uldoheme mining simply becouse Cllahgma
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to the timing of the index of manufacturing production.  The pedk in menufacturing
oceurred in MNovember, 1957, two months after the pack in mineral production.
The trough In both indexes occurred of the some Hime=-in March, 1933, The
carraspondence In timing wos probably the result of the concentration of refining in
Cklahoma manufacturing.

The timing of the padk in demend deposits coincided with the pedk notion-
olly. The longer decline in Olklahoma appeored with o seven month log behind the
trough in demand deposits for the rest of the country.  In part, this outflow of de-
posits may have been indicative of a higher level of economic activity in Uklchoma
thon in other areos.  If Incomes and prices in Cklohome, s a result of greater
economic activity, were higher relative to incomes and prices in the rest of the
United States, the process would rasult in the transfer of demund deposits to other
areas. The demand for products produced in Uklahoma for products manufactured
in other arews would remain mere or less stable.

T

In value of construction confracts, the drop in Cklahome was stightly longer

thon in the rest of the couniry.  The deta for Oklohoma lead «f the pedk one month

od of the trough by the same amount.,  The timing of the decline in freight

ond lag
carloadings in Tklohoma was significantly shorter than in the rest of the couniry.

The drop was ten months shorter than for the United States and was the result of @

two month lag of the peak and an eight month lead ot the trough,  The timing of
drops in new incorporations fn Uldlahoma appearad to be similor to the timing of the
d@civimes in roceipts fram agricultural marketings.  The pedk occurred two months
after the peak in recelpls, and the trough lagged one month behind the fmuggﬁw in that

series.  The drop In refail sales was only two months longer than nationeily, but the



downturn in Cklohome lead the national pedk by seven months and the trough by
five.
Employment.  Employment data, in contrast to most other ssries, fell longer

in Clcdahoma than in other areus,  Tables XV and XV show Cklahoma non-agricul-

tural woge and salary employment declined thirteen months as compared to ten
monihs in the United Stafes.  lnsured unemployment rose sevenieen months longe

than in other arcas,

®

in breckdowns by sector, the greatest differences in timing appeared In con-

[ z

tract construction: the decline in Oklahomo losted fwo monihs, in other areas it

losted twenty~four,  The differcnce, here searcd with o thirtean meonth oy of
Fi % 'y

3 x

the pedk end a alne month lead of the trough.,  The drop In Cklahomo might bs
explained by the extremely bod weather of the time, the recovery sceurring duc o
the high level of pulic works construction carried on in the state.  The decline in
public works contracts in Cklghoma lasted only from February to April, 1957,
Residential contracts in the state aloo rase thwoughout the eatire period.

The next largest difference between Uklohoma and the Unlied States in
duration of declines, twenty-one menths, was in durable manufocturing.  The feil
in Oldchome losted twenty-seven months; notionally, it lasted six.  This drop in
Uk lahomea was associated with cuts in defense sponding that were concentrated in
transporfation equipment—-an industry of greet Imporfancs in Uldahoma durdble
manufacturing., 5

The fuil in mining, transportation, and public utilities, services, and

Sefense Setbacks Cur Manufacturing, ® Ulklohoma Lobor Markat, Maerch,
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wholesale and retail trade in Cldahoma were also rather prolongad: seventeen,

thirteen, ton, and thirteen months respectively.  With the exception of fronspor~

tation and public utilities, the full in employmant in cach of these soctors was
longer than the declines nationally.  All except services lagged of peoks. Em-
ployment in that sector rose after July, 1953, though in other areas it ross through~
ouf the poriod.  Employment in mining and in wholesale und retail trade lagged
behind notional indicators ot the frough.  Employment in public utilities lead.

Employment in services, o labor-intensive sector, evidenced a ten month

downturn in Clklaboma us compared to a continued rise nationally.  With the ox-

#73

ception of manufacturing employment, all industry groups in Gklchome showed lags
at the peak. In all but two coses-=contract consiruction and fransportation and

public utilities-~the longer declines in Cklahomo were the result of lags ot troughs.

Hl, The Magnitude of Fluciuotions

Ceneral indicators.  Since, for the most port, breckdovms of income esti-

mates are available only In yearly form, the doto cannot be used to show timing or
rofes of change.  Sll, the information provided is useful in showing the size and
direction of change In income. The dota ore presenfed tn Table XVIL,  For simpli-
city, figures are computed in terms of their per cent of income in the benchmark
year, 1956, Bocuuse data before ami ofter the actual onset of the coniraction are
included, the statistics are not completely indlicative of the changes that occurred.
Ovar=all, Chklchoma seamad to show sméller changes in income than the
rest of the United States,  The per cent rise in income from participation in pro-

duction in Tklahoma during 1957 was only .2 per cent greater thon in the rest of the



THE MAGMITUDE OF FLUCTUATIO
N CRLA DA

wklahoma United States For cont change
‘ in U.S, loss
1957 as 1955 as @ 1257 as a V56 asa por cont change per coni change
per cent par cent per cent per cent in Chlahoma in Oklaboma
from of 1756 of 1956 of 1256 of 1956 256 to 1957 1956 to 1953
Income from
participation
m production 106.3% 111,455 108,15 105.2% - 2% - G6.1%
Agriculiure 123.3 229.8 100,86 113.7 ~22,7 ~-3111.1
Mining 102.5 5.9 106.9 73,2 + 3.5 - 5.0
Contract
construction 112.6 120.1 i12,2 112.7 - 4 ~ 7.4
HManufocturing 101,2 7.2 104,58 9.9 3.6 + 2.7
Wholesale and
ratail trade 27.3 182, 4 102,6 108.2 t 5.4 + 2.3
Finonce, insurance,
and real sstate 117.4 125.7 Pid.4 121.4 + 4.0 - 4.3
Public utilities 104,1 196.7 104.6 103.8 + .3 - 1.9
Services 112,90 85.5 109.4 72,9 -~ .5 L S
Government 110.5 121.0 103.4 119.0 - 2.1 -
“Personal income iess income from groparty or transfer paymends
"?‘

Source: Sea Agpendix



country. ln 1958 the rise in Oklohoma was 6.1 per cent greater thon in the United
States as o whole.,  Probobly the most siriking change was the rapid risz of income
in the agricvliural sector in Cklohome during 1933: 1t was 229.8 per cent of income
in 1956 and was 22.7 per cent greater than the rise elsewhere.  This lncrease, as
noted before, was the result of the drought-bredking rains in the spring and summer
of 1957.%

Increases in government outlays supplemenied the rise in agricultural income.
The rise in this sector was 2.1 per cent greater than for the United States in 1957
and 3.0 per cent greater in 1953, The upturn in income in Uklohoma from mining
and contract construction was also important but only during 1953, The increases
in income in these sectors during that year were 5.0 per cent and 7.4 per cent larger
than elsewhere, The more rapid rise in Income in these sectors was probably due to
the imposition of Import quotas and the rise in government outlays for construetion.

Monthly series in conjunction with the availuble yearly dota on income give
a somewhat clearer idea of the rates of chenge In data and axact magnitude @vf the
fluctuations. Some monihly indicators of the over-all pattern of fluctuation are
presentad in Table XVIll,

The University of Cldahoma index of general business activity confirms the
pattern shown previously, The fluctuation in Oklohoma was 12,7 per cont less and

3 &3

declines in the index procesded 1.2 per cent more slowly than for the United Siates,
The index of industrial production showed o 3.7 per cent smaller decling yet foll

approxcimately 1.2 por cent more rapidly than for the country as a whele,  Persenal

Fao abova, p. &b,
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TABLE

THE AMPLITUDE OF THE DECLIME I GENERAL INDI OF BUSINESS ACTIVITY

I OKLAROMA AND THE UNITED S 4’13, 1956=1958

Cklchome

Cer cont a,hrm e
of U. 5. ies.,
per cent changs
in Cklohoma

Average rafe
of change
per montn

er cent change
from series peak
to series frough

Average rate
of ch Onge
per monih

Per cant change
from series pedk

changs of U, 5.

less averags rate
of chonge in
lkdohoma

o series trough

P . 3
General ingey
of business

activity ) -0,5% -16.7% -1.58% $12.7%

Incless of

industrial

production ~10.6 ~2.1 -14 - .2 + 3.7

Porsonal income - 1,9 - .3 - .8 - .2 - .3
Sour See Appendix

o
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XX {Continuad)

Ciklohoma United Siates Awverage rote
{ change of
Average Avarage Per cont change U.S, less
vor cent change rafe of Ver eant chonge rate of of U, 5, less average rofe
from serles poealt change from sories pock change poer cent change  of change in
@ o trough aer month o froug ner M in Uklohomo Cllahoma
It to troug! par ment to trough ner month
Retall and wholesale
trade
Retail sales® - 9.0 -0.7 - 1.1 -0.2 -~ 7.9 -0.5
Durcble™ - 23.1 -1.4 - 3.0 -0.7 -20.1 -G.7
Jon~durable - 3.1 ~ i} 3 3.6 3.8 -18.6 ~0.9
P Jurable® 3.0 33 +13 +0 i
Public vtilities
Freight corlosdings - 3.0 ~-2.5 - 30,2 -3.G +25.2 12.2
Finance
Demond deposits - 2.6 -0.2 - Q.5 ———— - 2.1 -G, 2
Time deposits +22.5 +3.9 +23.0 1.0 - .5 -0,
Debifs to damund
deposits ~ 5.1 « 3.5 +10.7 +90.4 +15.5 -1.2
Loans and investments +10.8 +0.4 +11.6 +3.5 - 0,8 =0, 1
Cther :
Biew Incorporations -32.1 ~2.5 - 2.2 -0.3 ~29.9 -2.2
Crude ol production - 8.3 ~-0.4 - 5.0 -3 - 3.3 ~0.1
Refinery stocks, inverted 15,4 FO.6 + 8.3 +0.é + 7.1 —

“Daia nof sirictly comparable

Source: See Appendix
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largor-~15.4 per cent~-and the drop was 1.5 per eont faster,  Even greater differ-

»

ences in fluctuations appeared between components of sub-categories in that series.
Manufacturing contracts in Cklohoma, os an extreme example, declined 90.5 per
r s ¥
cent of &.5 per cent per month.,  Mationally, they rose 158.2 per cent of o rate of
10.3 per cent per month.
Thougii they cannot be explained completely, some part of these veriations
possibly could be attributed to the "tighiness” of eredit in Uklahema vis-o~vis the

o

rast of the nafion.  Demand deposits in the state fall 2.1 per cent morg; time

§
deposits rose 0.5 per cent less, and loans and investments siill rose by o small amount
=3, 3 per cont, Mew long-term finoncing such as in Tklahomo construction, asa
rasult, was appreciably altered,

Variation in the fluztuations in other indicators appeared to be somoewhat less

important thon in agricultural receipts ond construction confracts.  Differences in

the mogniiude of change In indexes of monufacturing and mining production were
rather smoll, but the foll in retall sales In Oklchomo was more pronounced then it
was nationally.  The drop in total sales in the state was 7.9 por cent greater, ond
the rote of chenge in sales was 0.5 por cent fuster.  Though the data do not directly

confirm the conclusion, the grecter foll in Uklahoma retell sales perhaps could be

attributed to the decline in ogricultural incomes during the drought and the resulting

N

drop in refail sales particularly in rural areas,

3 - :;

Rotes of change in cconomic indicators for Cklohoma, in addition, secemed
to be somawhat higher than In the rest of the notion.  With only two major excep~

tions=-=in loans and Investments and freight corloadings--the average rates of change

in the stofe were larger.  Even in the cose of the exceptions, tho rates of decline
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TABLE XX

AND THE UNITED STATES, 1956-1958

HE AMPLITUDE OF THE DECLINE IN EMPLOYMENT IN OKLAHOMA

Lkighome United States Average rate
of chc:sngu of
Average Averege Per cent changs .5, lass
Per ceni change rate of Por cent change rate of of U.5. less average rote
from series peok change from series peak chonge per cant change  of change in
ttam o trough per month e trough per montlh in wLimmma - Lkichome
Fon-agriculiural
wage and salary
ﬁwaiaymeni‘ toml ~-2.1% ~0.2% - 3.0% ~0. 3% 10.9% +3.1%
Hanuf ecturmu -6 ~ .4 - 8,3 0.5 -i.3 +0.1
Durable® -3.9 ~0.3, -11.6 ~-0.7 +2.7 + 0.4
Mon-durable® -2.0" ~0.1% - 4,5 -0.2 +1.5 0.1
Mining ~-9.0 ~-,3 -12.4 -0,6 3.8 43,3
Contract construction -1.0 -0.5 -10.8 ~0.4 +9.3 -1

a; -
Data not sirictly comporable
Yrom Jonuary, 1957 o December, 19582

ource: Sez Appondix
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K (Continuad)

Chlohome United Stotes Average rate
of change of
Avarage Average Per cent change U. %, fess
Ver cent change rate of Yor cent change rate of of U5, loss averege rate
from series pack change from series paak change par s:unr chaage of changa in
liem o frough por manth to frough per month in Cldchome Ciddahoma
Vhelesale and
retail trade - 1.2 ~1.0 - 1,3 -, 1 +0.1 ——
Finonce, insuranse, , . .
and real osiats $o2.7” $o.1” boz.e” $0.17 -0 e
Transportation and
public utilivies - 4.2 ~0.3 - 0.7, ——— -3.5 ———
Services -~ 3 ~0.3, +o3.n LS ~6.2 - 0.4
Covernmont § 3.6° 40,2 RS 0.2 ~3,3 0,1
Insured unamployment
inverted ~52.6 ~1.3 -45.8 ~3,3 ~6.8 +1.5

b DB t Yo
From January, 1757 to December, 1958

Soures: See Appendix
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By far, ihe greatest stability was in construction where employment fell 9.8
per cent less than employment notionally; the rate of change wos 0.1 per cent faster.
This stability was in direct conirast fo the decline in the velue of construction con-
iracts, mentioned previously, which was relatively long and, ot the same time,
rather large. In part, this difference could be expected since employment charac-
teristically lags considerably behind production and since contracts showing new
construction activity would likely be much more volatile thon the employment in
all construction activity.

Employment in mining and in wholesale and retail trade also reflected greater
than usual stability.  In mining, employment in Cklohome declined 3.4 per cent
less, faliing at @ rote 0.1 per cent slower than nationally, The behavior of state
employmant in mining, most likely, was due to the effects of both the Suez erisis
and new “voluntary™ Import quotas in the ofl industry, The smaller rate of decline
probably wos produced by the early downturn efter the crisis ended and the subse~
quent long drops oecurring until the recession was underway.  The Imposition of new
quotas, howaever, tended to prevent large culs in production ond confined the down-
turns in employment to rather small emounts.  Employment for the United States In
wholesale and refail trade, in the meantime, showed a decline slightly larger, 0.1
per cent, ond o rate of change approximotely equal to the fluctuations in Tklahoma.

All other sectors showed decraases that were greofer than those elsewhere
and, with the exception of finance, insurance, and real estate, the differences
were rather large.  In that sector, the rise in Uklohome was onfy 0.1 per cent less
thouph the rates of change were equal--0.1 por cent per month.

la manufacturing, the decreases nationally and in Uldohomua were rether



<o
&5

large, but differences betwesn the two were less pronounced, The difference
between the declines was 1.3 per ceont, yef the rates of change in Cklahoma were
slower by 0.1 per cent due, of course, to a longer period of decrease~=seven
months.  Since the dota for durable and non=durable manufacturing ore not sirictly
comparable with the series for total employment in manufacturing ond portly s o
result of differences in timing, deta for durable and non-durakle manufacturing
employment showed less pronounced declines for Cklehoma. In durable manu-
facturing, the difference was 2.7 per cent in terms of magnitude and 0.4 per cent
in terms of rates of chonge.  In non=durable manufaciuring, the difference was 1.5
par cent ond 0.4 per cont respectively.

To some extent, the results indicating o greater relative fall in Ckldhoma
munufaciuring employment could be attributed partly to the corly pedk and conse=
quent greater declines after the Suez offuir. A smaller drop in employment, indi~
coted by bredkdowns of the total, however, appecred fo be o more plausible con-
clusion since the drop In the index of Uklohomo manufacturing production showaed
smaller declines in manufacturing than occwred nationatly, A smaller fall in Ckla-
homa, in turn, would seem likely since, os wos previously shown, dureble manu-
facturing, where the fluctuctions in employment were the greatest, employsd pro-
portionally less of the total in manufucturing in Chlahoma than elsewhere.

In transportation and public uiilities, services, and government, the
fluctuation in Uklohomo employment was relatively greater thon in the rest of the
country. In services, the discreponcy between the arsas was greatest=-4, 2 per
cent with an gverage rote of change 0.4 per cent slower thas nationally; Cklahoma

>

employment in this secror had declined 3.1 por cont, as it rose 3.1 per czat in the
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country as a whole,

The differences in this lobor-intensive sector could be, perhaps, best
explained as a reflection of the decline in Cklchoma population.  If Cklahoma is
over-populated relofive fo other areas in the United States, econcmic activity will
tend fo be concentrated in lubor-intensive sectors.  As Cklahoma loses population
relative to the rest of the country, labor-intonsive sectors~~other things equal--will
find their costs shifting vpward more than in other lines of econemic activity. More
capital-intensive methods will be applied, and employment over time will rise (fall)
at o slower (foster) rate than in other sectors.  This process may be accelerated by
downturns in economic activity as employers are forced to cut costs or resirict the
addition of new workers,

The differences in the changes in employment in transportetion and public
viilities and in government were less striking thon in sorvices,  Employment in
fransportation and public utilities fell 3.5 per cent more In Oldahomo.,  Employment
in gevernment fell 3.3 per cent more in the state.  In transportation and public

o i

utilitios the difference in avercge rates of change was ebout zero, both oreas
?
shunging of a rate of 0.3 per cent per month.,  In government, the differance was

o

smoll==0.1 per cenl,  The greoter decline in public utilities would, in port, be

attributed to the faet thot activity in investment in some parts of this sector may be

interest-slastic, and Uldohoma, as wes noted previously, appearcd from oll indi=-

cations to suffer from somewhat more stringent credit restrictions than the rest of the

nation. Changes in government employment, of course, are primarily the result of
i

onogenous forces, yeot the apparent discrepancy between increases in Oklohoma and

in the rest of the country could be the result of & blas in the data,  4s it is known,
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faderal employment, over time, has increased of a more rupid rafe than employment
by state and local governments.  Inereasses in federal employment concentrated
primarily in the District of Columbia could produce siate data that would show @

slower increase, in almost all cases, thon that oceurring notionally.

V. Summary

hA . o ® 03 »

Maost dota generally seem to point to o shorter and less severe decline in
Cklabome than in the rest of the nation.  The pattern of timing of the pedk was
scattercd, though data In Uklahoma showed some fendency to lead. Most indicators
at the trough showed the same tendency.

The downtum in Uklahome olso did not appear 1o be strongly reloted 1o the
strength of confractions in sectors nationally nor to the secular rend in economic

e

activity in the stote,  Both mining and menufacturing, for example, wore industry

I
4

groups In which much of the contraction in aggregate ackivity was concentrated,  In

Cilahoma, these ssctors had suffered contractions, thot, on one hond, had boen

less severe and, on the other, more severe than in the rest of the country.
Manufacturing in Cklohoms, in addition, was one of the more repidly

growing sectors both in terms of income and emnloymeni. Yot income from partici-
growing sectors both in terms of income and om; g

pation in production in Oklohoma manufacturing during the contfraction orew less

rapidly thon did income in manufacturing in the United Stotes.  Mining, in controst,
hod suffered doeclines over time in s relative shore of omployment and income, but
income in this area grew more rapidly thon in other sectors in 1957-1958.,

Lften, though, the downturs in Cklohoma appzored fo be cenfered in labor-

intensive sectors such os serviees rather than so much in mining, monufacturing, or

construciion.  This fact was apparently reloted to declining population in Cklohoma
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relative to the United States,

Of all factors, exogenous forces were undoubtedly Tmporfant in preventing
large declines in the state.  The recovery of agriculture prior to the onsef of the
recession tended fo provide a cushion against deflationary frends and served, along
with the Suez crisis and the imposition of import quotus, fo procuce earlier pedks in
some sectors, scatter the timing of the downturns, and mitigate the cumulative
effects of the recession.

The specialization of cconamic aetivity was another Important contributory
factor in affecting the pattern of contraction. The greater importance of government
outlays in the state acted as a major factor I creating stability during the down-
swing, and the smaller importance of monufacturing in Clklchomo lessensd the con-

tractionary forces in that sector.



CHAPTER V
SOME TENTATIVE RECOMMEMDATIONS AND COMCLUSIONS

This final section represents an altempt to present en over-all susmmory of the

findings of this study. The discussion will also endsavor to point cut some further
. £ Ao d

areas of neaeded research.

The Investipation would indicate wide differences between Uldehoma and
tha rost of the notion did occur in the contraction.,  The divergences in fiming and
magnitude of fluctuations in agriculiure appeared fo be the widest and most important.
The differences in movements in mining, in oil production, and in manufacturing

.

were also signif

icant, The confractions In olher sectors appeared, o a great extent,
to be reluted to declines in these three sectors,

The patiern of the downswing was offected by specialization of economic
activity in the stete in these industries. This conclusion supporis Kidner's ideas that
the losation end specialization of industry will significantly affect the path of

i

declines. ' Still, there wos litle evidence, in this case, to confirm the idea thot

.

the contraction was strongly reloted to the economic growth in various indusiries,

- ® . 3 L) » 2 .
This finding correborated beff and Waifenback’s conclusions.®  Honna's hypothesis
that low=income areas scom 1o suffer more sevarely from dovnswings in activity was

also not confirmed: during the confraction the downswing in o low=-income arsa,

Veos above . Pp. 4=5. 2hid.
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i, was less severe thon in most other areos,™
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Banl rates o
business loons

Anle AU

Se

6»

Sourcas

United

Cklohoma States

— 1

Cash recaipts from

farm marketings £) 4)
Consumer price index — 1}
Crude oil production &) £)

Diebits to domand
deposits

Remand deposits

Demand deposiis
)
currency cuiside

Freight corloadin

&) 1)
é 3
and
banles - i)
as &) 4)

W fnfzss

W)OV!HF GVEPdae

otherwise noted oll series were odjus

GRS

OF STATISTICAL IMF

Comment™

Cuarterly sorizs, average of

nineteen large cities

Bureau of Labor Stotistics
serias; V247-1947 equals 105

1) total ol r‘.,;:n‘%m.r centars,
excludes interbunl and U. 5,
government accounits; 6) total
thirty Cklohoma eltia

Both less interbonk end U5,
aovernmant deposits and cash

items in the process of collection

Seasonally ad’usfﬂd, axcludes

interbank: ond U.a. govarament
accounts and ?a ii‘gags in ths

procass of cg!l ctio

s

Both axclude loss than car lat
loadings

ted by means of o twelve~month
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XX1 (Continued)
Sources
United
Series Oklahoma States Comment®
Value of construction
contracts 6) 3)

Symbols

1) - Federal Reserve Bulletin

2) - U.S. Income and Qutput (1958)
3) - Survey of Current Business
4) - Business Statistics: 1959 Biennial Edition

5) = Empl t and Earni
8) - The Oklohorms Bisiness Bulletin

7) - Oklahoma Labor Market

%Unless otherwise noted all series were adjusted by means of a twelve-month
moving average.
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Bulletin where the data are published.  Some uspecis concerning the compilaiion
of these indexes, consequently, are trocted below.

Aecording to parsoncl conversations and correspondence with Warren €.
toeller of the University of Uldahome Bureau of Business Research, the index of

general business aetivity for Clkdlahoma corresponds in composition and weighting of

the MeGraw-Hill index for national activity published in Business Vieek. Components
include series for agriculiure, minercls, construction, menufacturing, wholesole
and retail rade, finance, fronsportation (freight carloadings), utilities, services,
ond communications.  The index of industriel production for Cldlahioma has a weight
of 64.0 for minerals and 35,0 for monufacturing.,  Individuol components include @

ght for erude ofl production, 16,6 for natural gas production, 11,6 for erude

45,7 wei
runs to stills, 9.7 for clectricity production, 5.4 for printing und publishing. lrems
with weights less than 5.0 include: lead ond zine praduction, soul production, meut
packing, wheat grindings, mochinory produciion, food processsing, stone, cloy,
and glass production, rubber, ond cotton ginning., Employment dato ore generall

G Rro ’ viv sl gs i ¥ CHTH . proymes G are g2 1)

used to update benchmark figures derived from the United Stotes Consus of Manu-

facturing.
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