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How Fast a Pace?

We s t e r n  business continued to expand 
during the third quarter, although not 
at the hyperactive pace maintained during 

the first half of the year. Total employment in 
Twelfth District states increased by 0.5 per
cent during the summer period— somewhat 
below the increases recorded earlier in 1966. 
But because of the strong earlier pace, the 
West boasted over 5 percent more jobs than a 
year ago, as against a 3-percent year-to-year 
gain elsewhere.

As the civilian labor force continued to 
grow during the summer months, the slower 
expansion of jobs brought about an increase 
in the region’s jobless rolls. The unemploy
ment rate rose from 4.5 to 4.8 percent of the 
labor force over this period— far below earlier 
levels, but still about one percentage point 
higher than the rate elsewhere. (A ll data are 
seasonally adjusted.)

In contrast to the early-1966 pattern, the 
West’s third-quarter pace was slower than the 
national pace for almost every major industry. 
M anufacturing employment, for instance, rose 
by 1.1 percent in the District but by 1.4 per
cent nationally. Construction employment 
meanwhile declined, for the second straight
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quarter, at a sharper rate than elsewhere; the 
summer-period decrease was 2.8 percent in the 
West and 2.2 percent in the nation as a whole.

Another sign of reduced pressure was a 
smaller-than-national increase in consumer 
prices. In  contrast to a 3.5 percent year-to- 
year advance in the national index, prices 
were up by about 2.7 percent in Los Angeles 
and Seattle, and by about 3.3 percent in San 
Francisco and Honolulu, mainly because of 
relatively small increases in Western food 
costs.

Weakest element
The housing industry continued as the 

weakest element in the regional business pic
ture, as the third quarter witnessed a 25-per
cent drop in residential construction awards 
on top of the second quarter’s 17-percent de
cline. The national industry also suffered a de
cline in the spring and summer months, but 
the drop was far more precipitous in the 
W estern states.

The W estern housing industry’s plight prob
ably reflected its earlier problems with over
building as well as its more recent problems 
with scanty mortgage money and soaring mort
gage interest rates. Despite earlier reductions 
in construction activity, many communities 
were still susceptible to a decline this year be
cause of their continued surplus of unsold hous
ing as well as their shortage of mortgage funds. 
Recent declines have been greatest in areas 
where large surpluses still exist— Southern 
California, Utah, and Nevada—-while the vol
ume of building has held up fairly well in 
areas where demand has strengthened— not
ably Washington and Hawaii.

In  nonresidential and heavy construction, 
as a whole, the statistics continued to tell a 
quite different story. Contract awards rose to 
a new high in the third quarter, as contractors 205
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H ousing slum p and busin ess-b uild in g boom
go hand-in-hand, in West as in rest of country
M illio n s  of D o lla rs

still sustained the heavy pace of activity typ
ical of the last several years. Industrial con
struction and health-facility construction—up 
about 25 and 50 percent, respectively, over 
year-ago levels— were major factors in the re
gional as well as in the national building boom. 
A nother favorable factor was the start-up of 
several large public-works projects. In the 
third quarter, construction began on the 
Dworshak Dam in Idaho ($131 million) and 
on the Rapid Transit Tube under San Fran
cisco Bay ($90 m illion), while work con
tinued on an early-1966 project, California’s 
Yuba Dam ($101 million).

Strongest element
Like the rest of the nation, the West felt 

the impact of defense spending as well as the 
business-investment boom during the summer 
quarter. District aerospace manufacturing 
firms added about 25,000 workers during this 
period— roughly in line with the increases re
corded earlier in the year. Industry employ
ment thus reached a record 670,000 in Sep
tember. However, the hiring pace slackened 
considerably after July, at a time when aero

s p a c e  f irm s  e l s e 
where were adding 
workers rapidly.

C om m ercial o r 
d e r s ,  a lo n g  w ith  
m il i ta r y  o r d e r s ,  
strengthened Dis
t r i c t  p r o d u c e r s ’ 
backlogs during the 
summer. One major 
firm, whose backlog 
of commercial or
ders in c reased  by 
one-tenth (to $2.4 
billion) in the third 
quarter alone, was 
beset by production 
problems as it at

tempted to cope with the rising tide of new 
orders. Another m ajor firm meanwhile held 
a $ 1.2-billion sheaf of orders for jumbo jets, 
none of which is scheduled for delivery before 
1969.

Western steel producers, reacting to the 
heavy defense and industrial demand, reduced 
production only slightly during the traditional 
summer vacation period. Regional output for 
the January-September period ran only about 
2 percent below the record 1965 pace, and 
undoubtedly would have been even stronger 
but for the rising tide of foreign steel imports.

Primary producers’ strength
Aluminum producers in the Pacific N orth

west boosted their production and shipments 
to record levels in the third quarter to meet 
expanded military and civilian requirements. 
The industry meanwhile proceeded with blue
prints for a substantial expansion of capacity 
over the next several years. With the recent 
announcement of plans for a 130,000-ton re
duction plant at Anacortes, W ashington, 
Northwest producers are now scheduled to 
add 500,000 tons of new capacity by 1970—  
40 percent of the total new capacity planned 
for the entire nation.
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C alifo rn ia  show s most dramatic decline 
in residential construction activity
Thousands of Units

The pressure on 
the Western copper 
i n d u s t r y  e a s e d  
s o me wh a t  du r i ng  
the summer months, 
helped along by the 
release of another 
100,000 tons of the 
metal from the Gov
ernment stockpile.
But in October, as 
defense and indus
trial demand quick
ened and as a two- 
week strike at Ari
zona mines created 
supply  difficu lties, 
the 36-cent-a-pound 
quotation for domestic copper again came 
under pressure. One strike-affected Arizona 
operation raised its quotation to 47 cents a 
pound, effective November 1.

W estern petroleum refiners continued to 
outpace their year-ago performance during 
the third quarter, but the gain was modest 
when compared with the increase in the rest 
of the country. This expansion in Western re
finery activity was supported primarily by in
creased output of crude petroleum from estab
lished California fields as well as from new 
wells off the Southern California coast.

Amid all these buoyant sales and produc
tion reports, the Pacific Coast lumber indus
try sounded a more somber note. A fter reach
ing near-record levels of activity in the early 
spring months, the industry was forced to 
work down inventories built up in expectation 
of a lumberman’s strike which failed to de
velop and a housing demand which all but 
disappeared. Thus, Douglas fir prices, which 
had risen 25 percent above year-before levels 
in the first quarter of 1966, were 3 percent be
low the year-ago figures in mid-October.

District farmers and ranchers meanwhile

continued to ring up a record level of receipts 
during the summer months. Despite a drop in 
crop output, which may amount to a 6-percent 
decline for the year as a whole, marketings 
this summer were bolstered by an increased 
volume of livestock sales and higher prices for 
both crops and livestock.

California farmers increased their employ
ment of American workers during the third 
quarter, but they also hired 7,800 foreign 
contract workers in order to meet harvest la
bor requirements. Even so, this was less than 
the number of foreign workers hired for the 
1965 harvest, which was the first to be brought 
to m arket under new legislation restricting 
importation of bracero labor.

As the summer turned into fall, the West
ern economy thus showed continued strength 
in all but the depressed housing sector and its 
satellite lumber industry. The requirements of 
Vietnam and of a booming civilian economy, 
although not quite so clamorous as in the 
rest of the country, still supported a strong ex
pansion of Western jobs and Western in
comes, and provided a strong basis for opti
mism in the forthcoming forecasting season.

— Regional Staff 207
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