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President's Message: Why Y2K Is A Blessing, Not
A Curse
William Poole

By the time you read this message, the Year 2000 will be less than six months away. During these months, the
amount of time, attention and money spent addressing the century rollover problem will undoubtedly reach
feverish proportions.

While estimates vary widely—I've heard anywhere from $700 billion to $1.3 trillion quoted recently—the one
thing we know for certain is that the private and public sectors are spending a lot to make our computers Y2K-
compliant.

Is this money down the drain, or will we get something in return from our investment? Many believe that we'll
only break even—that the huge financial investment required to update our nation's computer systems will
enable us only to keep doing what we were doing before Y2K darkened our doorsteps. I disagree. In fact, Y2K
has forced a global investment in the future that could boost productivity standards to new levels.

The fear of falling behind the competition is a serious threat to the private sector, and Y2K has struck this fear
in the hearts of companies everywhere. In many cases, firms are taking the opportunity to examine their
business operations broadly—in some cases, for the first time—and revamp antiquated production, delivery
and information systems. Like a good housecleaning, the Y2K work was dreaded, necessary and likely to
leave things in far better shape than before it was undertaken.

Of course, there are some trade-offs to all of this additional-digits activity. Research and development efforts,
for example, may have been delayed or dropped altogether while companies tried to figure out how to chase
the Y2K bugs from their buildings. Fortunately, a strong economy and relative price stability have provided the
backdrop for our nation's Y2K conversion effort, enabling us to engage in a tremendous diversion of resources
without impairing the nation's steady economic performance.

And, of course, once the clock strikes midnight on December 31, 1999, all of these diverted resources can
then be redirected to their original purpose. This means rejuvenated R&D and retooled technology, which will
further buoy the economy.

Certainly, I'm not suggesting that the century change will come off without a hitch—no one can claim that.
What I am saying, though, is that our nation's economy is sturdy enough to absorb any minor shocks stemming
from Y2K. And that alone is worth a champagne toast.
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An Oasis of Prosperity: Solely An American
Phenomenon?
Kevin L. Kliesen

U.S. economic performance has been remarkable the past few years. Real GDP growth—the broadest
measure of economic performance—has exceeded 3 percent for 11 of the past 14 quarters. Inflation, which did
so much to damage long-term growth prospects in the 1970s and early 1980s, has apparently been brought to
heel. This heartening performance stands in marked contrast to that of other regions, particularly Europe,
Japan, parts of East Asia and Latin America. In light of these differences, it is not surprising to hear Fed
Chairman Alan Greenspan call the U.S. economy an "oasis of prosperity."

Some analysts believe that the United States stands out because recent technological advancements—
particularly those associated with the computer industry—have allowed for real GDP growth beyond which
most economists thought possible. This is the "New Paradigm" story. But if new technologies have transformed
the U.S. economy, why have they not performed similar miracles in other major industrialized economies?

Leader of the Pack

The current U.S. economic expansion, in which real GDP growth has averaged more than 3 percent a year, is
now 81/2 years old, making it the longest peacetime expansion in recorded U.S. history. Although this
compares favorably to the 3.8 percent growth registered during the 1982-90 expansion—which, at 92 months,
was the second-longest peacetime expansion—it falls well short of the 4.9 percent growth seen during the
1961-69 expansion, which lasted a record 106 months during the Vietnam War.

There are two key points to be made about recent economic performance in the United States. First, output
growth during the last three years has been particularly strong, while inflation has fallen to a rate that some
consider near zero when properly measured. U.S. real GDP grew at almost a 4 percent annual rate from 1995
to 1998, while the inflation rate averaged about 1.5 percent. Buoyed by strong output growth, the civilian
unemployment rate fell to a nearly 30-year low of 4.4 percent during the fourth quarter of 1998. During this
same three-year period, labor productivity growth accelerated markedly. This performance not only compares
favorably to that in 1960-73 when the United States—and indeed much of the developed world—enjoyed
strong productivity growth, but stands apart from the 1973-95 period, when relatively weak productivity growth
prevailed.

The second important point is that U.S. economic performance since 1995 has been substantially better than
that of most other industrialized countries. U.S. real GDP growth during the past three years was more than a
percentage point faster than Europe's and more than triple Japan's. The average European unemployment
rate, moreover, remained quite high, falling from 10.6 percent in 1995 to 9.7 percent in 1998. In Japan,
weaker-than-average growth caused the unemployment rate to rise from 3.2 percent in 1995 to 4.1 percent by
1998. In terms of inflation, the U.S. and European experiences are comparable, while in Japan, prices have
actually fallen slightly since 1995.
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Although U.S. economic performance during the last three years is only moderately worse than the high-
productivity growth period of 1960-73, this does not appear to be the case in Europe and Japan. These regions
experienced much better inflation performance during the past three years than in the earlier periods, although
recent real GDP growth in Europe was only slightly better than 1973-95 and remains much weaker than 1960-
73. In Japan, though, the three years ending in 1998 were the weakest on record. The turnaround in Japanese
fortunes is, put simply, stunning. While still a relatively short period from which to draw firm conclusions, the
disparity of this performance has many economists and public policy-makers wondering whether there has
been a structural improvement in the U.S. economy.

A New and Improved U.S. Economy?

In the United States, evidence from the last three years seems consistent with an economywide increase in
firms' efficiency in delivering goods and services. Many believe these efficiency gains stem from technological
innovations related to the computer chip, the microprocessor, the satellite, or the laser. From a production
standpoint, these increased efficiencies have improved productivity and profit margins through, for example,
better inventory management processes and better and cheaper materials (plastics, synthetics and alloys).
These innovations may have also boosted worker productivity through improvements in medicine,
telecommunications and the Internet.

But such innovations are widely used in other advanced countries—and even not-so-advanced countries. For
example, computer-assisted design software employed by DaimlerChrysler or Boeing in the United States is
being used by Airbus in Europe, Toyota in Japan and Hyundai in Korea. Why, then, is the New Paradigm not
discussed in these countries?

One explanation is that the U.S. economy has performed much better than those in Europe and Japan, rivaling
the high-productivity period from the early 1960s to early 1970s. Another explanation is that the New Paradigm
does not exist. Adherents of this view believe that the recent experience of strong growth, low inflation and
increased productivity in the United States is merely the residual of a strong cyclical expansion buttressed by
favorable developments like low oil prices, falling computer prices and the advent of HMOs, which have
dramatically lowered health care costs. Many leading economists remain unconvinced that the United States is
undergoing a productivity revolution.1 Still, given the proliferation of these new technologies and their
applications, the view that long-term U.S. growth prospects have improved seems to be gaining a grudging
acceptance in many quarters.2

When discussing changes in the growth of living standards, economists tend to focus on the amount of output
each worker produces (GDP per capita, or per worker).3 From 1948 to 1998, output per worker increased at
an annual rate of 1.6 percent. At this rate, U.S. living standards would double about every 45 years. Since
1995, however, real GDP per worker has increased at a 2.4 percent annual rate.4 If this remarkable pace
could be maintained indefinitely, U.S. living standards would double essentially every generation (30 years).
Clearly, small changes in growth rates matter a great deal.

Accounting for Growth

According to economists, two basic things cause an economy to grow over time: First, more output comes
from increased amounts of inputs (labor and capital); and second—and more important—improvements are
made in the way in which inputs are transformed into outputs.5 The latter involves such improvements as a
better-educated work force and a better production process. Since labor is the dominant factor in the
production of goods and services, economists say that increases in living standards depend significantly on
labor intensity and labor productivity.



Labor intensity is mostly a function of how many people are entering the labor force and the number of hours
they are working. Labor productivity is influenced by numerous factors, including the amount of capital goods—
such as heavy equipment, machinery, computers or medical devices—each worker has at his disposal, the
technology embedded within that capital, and the knowledge each worker possesses (which is also known as
human capital). In essence, as "An Economic Illustration of the New Paradigm" illustrates, increases in the
growth of labor productivity depend importantly on the growth of multi-factor productivity (MFP), which is also
referred to as the economy's rate of technological change.

Increases in multifactor productivity depend on many factors. Among them are improvements or innovations
that are embodied in labor and capital inputs. These include: medical advancements that improve health care,
more powerful computers and improved software, more fuel efficient cars and airplanes, and a more efficient
means of growing and producing food. Another way MFP increases is through disembodied changes, which
affect the quality of labor and capital inputs in a more general manner. Disembodied changes might include
increased efficiencies associated with the Internet, such as commerce, satellite technology, or improvements in
the economy's infrastructure that facilitate or improve the distribution of goods and services.

Leaving Them in the Dust?

Factors that boost an economy's long-run growth prospects are generally available to firms and citizens of
almost every country if they are willing to pay for it. Indeed, many Japanese and European manufacturers have
been at the forefront in developing and using these new technologies.6 As the accompanying table shows,
growth rates of per capita real GDP, labor productivity, multifactor productivity, the capital-labor ratio and
business-sector employment for the United States, France, Germany, Japan and the United Kingdom go a long
way toward explaining why the New Paradigm is mostly an American phenomenon.



Table 1

The Components of Economic Growth
Percent changes at compound annual rates

  
Per

Capita
Real
GDP

Labor
Productivity

Multifactor
Productivity

Capital-
Labor
Ratio

Labor Input
(Employment)

United
States

1960-73 
1973-95 
1995-97

2.7 
1.3 
3.0

2.6 
0.7 
1.7

1.9 
0.4 
1.4

2.2 
0.9 
0.7

1.7 
1.9 
2.4

France
1960-73 
1973-95 
1995-97

4.4 
1.5 
1.4

5.3 
2.4 
2.0

3.7 
1.4 
1.4

4.6 
3.1 
2.0

0.5 
–0.1 
0.0

Germany
1960-73 
1973-95 
1995-97

3.7 
1.9 
1.5

4.5 
1.6 
3.3

2.6 
0.9 
2.3

6.0 
2.4 
3.3

–0.1 
1.0 

–1.2

Japan
1960-73 
1973-95 
1995-97

8.4 
2.5 
2.1

8.4 
2.3 
2.5

5.6 
1.1 
1.7

11.0 
5.0 
3.2

1.3 
0.9 
0.8

United
Kingdom

1960-73 
1973-95 
1995-97

2.6 
1.6 
2.5

4.0 
1.9 
1.2

3.3 
1.5 
1.0

2.3 
1.5 
0.7

–0.5 
0.4 
1.9

NOTE: Per capita real GDP data are measured at 1990 price levels and exchange rates and in U.S. dollars. Labor and productivity data
begin in 1965 for France and 1962 for Japan. Labor and multifactor productivity data begin in 1962 for the United Kingdom, while labor
employment data begin in 1961. U.K. labor and multifactor data go through 1996 only.

SOURCE: Organization for Economic Cooperation and Development (OECD)

As the first column of the table shows, growth of per capita real GDP in the United States during 1995-97 was
generally much faster than in the other countries listed. U.S. per capita growth during this period even
exceeded the relatively high productivity years of 1960-73. Similarly, per capita growth rates for France,
Germany and Japan, while much higher than the U.S. rates between 1960-73, also slowed markedly from
1973 to 1995. Unlike the United States, however, these countries' per capita growth rates continued to slow
between 1995 and 1997. The U.K. experience parallels the U.S. one.

Not surprisingly, weaker growth rates of per capita output since 1973 reflect a marked slowing in the growth of
labor productivity. In the United States, for example, productivity growth slowed from 2.6 percent a year
between 1960 and 1973 to 0.7 percent a year from 1973 to 1995. Since 1995, however, it has rebounded.
Japan and Germany also saw an acceleration in labor productivity growth since 1995, while France and the
United Kingdom saw their rates slip further. Although 1998 brought another stellar increase in the United
States—2.2 percent in the nonfarm business sector according to the Bureau of Economic Analysis—U.S. labor
productivity growth still remains below that of France, Germany and Japan.

Recall that a shift in the economy's aggregate production function will occur when there is an acceleration in
the growth of MFP that boosts labor productivity growth. Consistent with the New Paradigm hypothesis, a
significant portion of faster U.S. labor productivity growth since 1995 reflects the rapid growth of MFP—nearly
a percentage point faster than the 1973-95 period. Except for the United Kingdom, however, U.S. MFP growth
rates remain below the other remaining countries. Thus, while growth of U.S. technological progress the last



few years is finally within shouting distance of many other industrialized countries, U.S. MFP growth rates do
not stand out.

Institutional Factors

The acceleration in U.S. multifactor productivity growth since 1995 suggests that the sharp upswing in U.S.
investment rates in computers and other information processing equipment is finally paying dividends
economywide. Adding to this optimism is the fact that output growth in the hard-to-measure services sector,
which makes up roughly two-thirds of total output, is undoubtedly understated.7 Of course, three years of data
is hardly long enough to know whether this is a temporary spurt resulting from the strong cyclical expansion or
a true increase in the trend growth rate.

Another reason to counsel against rampant optimism is that the U.S. capital-labor ratio has grown more slowly
since 1960. All other things equal, increases in a country's capital stock boosts workers' productivity. Although
each of the five countries saw significant slowing in the growth of its capital labor ratio between 1973 and
1995, firms in France, Germany and Japan still managed to add to their capital stocks at rates that far
outstripped their counterparts in the United Kingdom and the United States. This may be changing. Since
1991, U.S. and U.K. real gross capital spending on equipment and structures as a share of real GDP, have
risen briskly, while those of France, Germany and Japan have tapered off.8

But, as the final column of the table indicates, capital-labor ratios in France, Germany and Japan have grown
faster than those in the United States and the United Kingdom because these three countries have had very
little, if any, employment growth for 25 to 30 years. Accordingly, in contrast with most other industrialized
countries, much of the output growth in the United States since 1960 has come about through increases in
labor intensity.

With U.S. labor productivity growth still lagging behind most of its major competitors, analysts must look at
other explanations for why the New Paradigm is largely an American phenomenon. One explanation appears
to be attributed to better labor market performance. Structural unemployment rates in Europe—that is,
unemployment due to labor market rigidities, rather than temporary, cyclical factors—were about 10 percent, or
double that of the United States, in 1997. Unlike firms in the United States, European firms cannot readily add
or subtract workers from the labor force in response to cyclical disturbances or mergers. Instead, firms in these
countries generally substitute capital for labor. Thus, it is no surprise that labor participation rates in the United
States have grown steadily since the early 1960s, while those in France and Germany have changed hardly at
all since about 1970. This labor market rigidity also helps explain why their labor productivity rates have been
much higher than the United States.

Another reason the New Paradigm tends to be solely an American discussion is that the U.S. economic
climate is thought to be more conducive to innovations in, for example, the information-processing and
biotechnology fields. These include the ability of firms to merge and consolidate, which, in many respects
reflects much less government intervention in labor markets. Also helping to spur innovations and enhance an
economy's overall efficiency is a regulatory system that effectively balances the costs and benefits of
government intervention in the private sector, such as those related to environmental quality.

In the United States, for instance, some believe that the upswing in mergers since the mid- to late-1980s, the
proliferation of Wal-Marts and other large retail outlets, the development of Silicon Valley, and the recent
upsurge in biotechnology research applications have all increased the economy's rate of technological
progress through the process of "creative destruction."9 Although difficult to quantify empirically, the cumulative
gains from these institutional advantages are increasingly difficult to dismiss. Indeed, policy-makers in Japan
and Europe appear to be moving in this direction. In Japan, for example, Prime Minister Obuchi recently
proposed that his government undertake a study to address its long-term competitiveness; in Europe,



meanwhile, ongoing labor market reforms have yielded a spate of mergers in banking, telecommunications
and retailing.

Because of higher multifactor productivity growth rates and greater investment in capital goods, most of the
United States' major economic competitors have faster labor productivity growth rates. If anything, then, the
New Paradigm should be talked about in these countries. At the same time, however, poorly performing
European labor markets and other impediments to business formulation and entrepreneurship impose costs
not experienced in the United States. According to the International Monetary Fund, reducing the average
European unemployment rate from its 11 percent rate in 1998 to around 5 percent, would, under reasonable
assumptions, boost real GDP by 4 percent.10 In dollar terms, that would amount to an extra $302 billion in
output—or about $2,200 per worker in 1998.

In a nutshell, then, the New Paradigm talk in the United States owes much to the strength and durability of the
current economic expansion. And while the nation's labor productivity growth has accelerated recently because
of increased rates of technological change, the fact remains that U.S. productivity growth has generally lagged
behind most other large industrialized economies. Regardless, it appears that the New Economy is largely an
American discussion because of various impediments that have hampered employment growth in Europe and
Japan for the past 25 years or so. Thus, while hard to quantify in some respects, the business climate in the
United States appears much more conducive to the productivity-enhancing forces of entrepreneurship and
innovation—the hallmarks of the New Paradigm talk.

An Economic Illustration of the New Paradigm
Economists use an aggregate production function to help them ascertain how efficiently an economy
transforms inputs like potatoes into outputs like potato chips. Assume that the economy's production
process follows the well-known Cobb-Douglas framework.11 From this framework, a curve (shown in
the figure) is derived, which shows that increases in the level of labor productivity (measured on the y
axis) are positively associated with both increases in the amount of capital per unit of labor (measured
on the x axis) and something called multifactor productivity (MFP). To produce more output with the
existing quantities of inputs—the definition of an increase in labor productivity—an upward shift of the
curve, seen as a move from Paradigm 1 to Paradigm 2, is needed. The only way this can occur is if
there is an increase in the economy's rate of technological efficiency (MFP increases).

In terms of the New Paradigm debate, then, the issue is whether technological advances stemming
from the computer revolution have caused an upward shift in the curve (as supporters contend) or a
move along the curve (as skeptics contend). If the latter has occurred, then the benefits from increased
investment in computers are captured only by the computer manufacturer and the firm that undertakes
the investment. If the former has occurred, however, the benefits must spill over to a third party,
enabling economywide gains in labor productivity.

The New Economy in Graphical Terms



NOTE: The economy's production function is assumed to follow the form: y=Ak .

[back to text]
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Endnotes

1. See Jorgenson (1999) or Blinder and Quandt (1997). [back to text]
2. See Poole (1999), Dean (1999) or Sichel (1999). [back to text]
3. In 1998, each U.S. worker produced about $54,900 worth of output, which is a 2.8 percent rise from a

year earlier. [back to text]
4. As calculated here, GDP per worker is real GDP in dollar terms divided by the number of people in the

civilian labor force. [back to text]
5. The discussion in this section follows Auerbach and Kotlikoff (1998). [back to text]
6. See Womack, Jones and Roos (1991). [back to text]
7. See Boskin and Jorgenson (1997). [back to text]
8. The U.S. gross investment rate rose from about 15.5 percent in 1991 to about 19.5 percent in 1998 and

is now roughly equal to France's and Germany's, which have each declined about 3 percentage points
over the same period. Japan's fixed investment rate in 1998 (28.5 percent)—although the lowest in
about a dozen years—still exceeded the U.S. rate by about a third. [back to text]

9. See Becker (1998). [back to text]
10. See IMF (1999). [back to text]
11. In technical terms, an economy's total output is assumed to be a function of labor, capital and the rate of

technological progress. The Cobb-Douglas production function can be algebraically manipulated to
yield the following expression: y = Ak , where y is GDP per worker (labor productivity), k is the capital-
labor ratio, and A is the level of multifactor productivity (the technology factor). [back to text]
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Cartels: Breaking Up Ain't Hard to Do
Adam M. Zaretsky

When the Organization of Petroleum Exporting Countries (OPEC) met in March of this year, the 11 member
countries and four nonmember countries agreed to curtail oil production by 2.1 billion barrels a day to try to
stem falling oil prices.1 This reduction occurred on the heels of a 3 million barrel daily production cut that took
effect July 1998. By the end of March, the market price of a barrel of West Texas Intermediate had risen to
$14.66 from $12.01 a month earlier. In April, it rose further—to $17.34 a barrel—and then hit $17.70 in May.

More significantly, the March one-month futures price—the price contracted to today that will be paid for the
product in one month—jumped to $16.76 a barrel from $12.27 in February. By April, the one-month futures
price hit $18.66. Clearly, expectations were for sharply rising oil prices in the near future. At the same time, the
March and April six-month futures prices also rose, but not as much. For instance, the April six-month futures
price (for oil delivery in October) was $17.37 a barrel. By May, however, the six-month futures price (for oil
delivery in November) had fallen to $16.59 a barrel. Thus, by May, traders had already anticipated that the
rising prices would not only come back down a bit by October, but would fall even further by November. Why
had traders expected this slowdown and eventual turnaround in rising oil prices when OPEC had clearly stated
that it was cutting back production?

Their Cheatin' Hearts

One likely explanation for the traders' expectations is that they believed one or more OPEC members would
cheat on the agreement. In this case, cheating would mean that a country produced more barrels of oil each
day than its assigned amount to grab a larger share of the profit. This classic economics problem occurs
whenever a group of individuals, firms or, even nations, decides to act together (collude) to achieve a certain
market outcome. For example, think for a moment about the U.S. airline industry, which has about eight major
carriers dominating the skies. Several years ago, in an attempt to tame wildly fluctuating airfares and simplify
pricing schemes, one carrier decided to eliminate most of its airfare categories, particularly discount tickets.2 In
a type of collusive agreement, most of the other major carriers also eliminated their myriad airfares, leaving
passengers with fewer price options.3 The period was short-lived, however, when some of the financially
weaker carriers, seeking to raise cash quickly, broke rank and cheated. These carriers slashed prices and
reintroduced different airfare categories, thereby increasing their profits. Almost immediately, the other airlines
followed suit, which launched a new price war.

OPEC members have behaved similarly, as the accompanying chart shows. Since March 1983, when quotas
were first assigned to members, OPEC's actual production levels have almost always been greater than its
target levels, meaning that countries have been selling more oil than they're supposed to (in other words,
they've been cheating). Just as with the airlines' informal arrangement, it seems that OPEC also has trouble
enforcing its agreements. Why is cheating so rampant in the organization? And since it's so widespread, why
do the countries (firms) bother to collude at all?



Chart 1

OPEC Production and Quotas Blowing the Tops off of Oil Caps

SOURCE: Energy Information Administration, Department of Energy

E Pluribus Unum

Firms (countries) collude to maximize industry profits. When the collusion is explicit—that is, arranged through
formal agreements—it is called a cartel. Cartels are, essentially, multifirm monopolies. "Multifirm monopolies"—
isn't that a contradiction? Most readers know that a monopoly is a firm that is the only supplier of a product that
has no close substitutes. Cartels, on the other hand, are made up of at least two, and often several, firms;
thus, they cannot be monopolies. Cartels can, however, act as monopolies.

Economists and market observers realize that monopolies have market power because they are the sole
providers of particular goods or services. Monopolies have market power because they can directly affect the
market price of their products by altering their production levels. In the classic example, a profit-maximizing
monopoly produces less output at a higher price than firms producing the same product in a competitive
market. For instance, when John D. Rockefeller built his oil empire in the late 19th century by driving
competitors out of business and taking control of supply and distribution lines, he was able to extract high
prices by restricting supply. And since his was basically the only game in town, buyers had no choice but to
pay Rockefeller's price. Such market power easily translates into a large profit. In fact, a monopoly's profit is
the largest amount that can be gained. No other type of market structure can do better. "It's good to be King,"
so to speak.

Owners of firms that produce essentially the same product—for example, countries pumping crude oil—also
realize that they could collectively earn more profit if their industry were a monopoly. Since there is more than
one firm, however, a true monopoly cannot exist. But the owners also realize that they need only act as if they
were one firm, so that their group effectively becomes the industry—the only place to buy this particular good



or service. Thus, they can agree to form a cartel, which will act as a monopoly, restrict output, and, hence,
extract a monopoly profit to be divided among the cartel's members.

How the profit is divided among cartel members is one of the group's primary decisions. To be equitable, a
cartel will normally base the profit split on each firm's share of the group's total output. To realize this total
profit, the cartel has to produce the same level of output a profit-maximizing monopolist would.

As an illustration, suppose that the only three firms making staplers decide to form a cartel, which then
determines that the group's profit-maximizing level of output is 120 staplers. By selling 120 staplers, the cartel
will earn a $600 profit. If the three firms produce staplers at the same cost, each will produce 40 and
presumably receive one-third of the profit ($200). But if their production costs differ, the profit won't be evenly
split. In fact, assume Firm 1 has low production costs, Firm 2 has medium costs, and Firm 3 has high costs. In
this scenario, then, Firm 1 will produce most of the staplers, say 60, because of its low production costs; Firm 2
will produce somewhat fewer staplers, say 40; and Firm 3, with its high production costs, will produce the
fewest staplers, only 20. Consequently, Firm 1 will receive half of the cartel's profit ($300) because it is
producing half of the output; Firm 2 will receive one-third of the profit ($200); and Firm 3 will receive one-sixth
of the profit ($100).

Meanwhile, each firm also recognizes that it can grab a slightly larger chunk of the profit by selling more
staplers than its allotment, even though by doing so, it will reduce the cartel's profit overall. (Since the cartel
has already chosen the group's profit-maximizing level of output, any deviation from this level—up or down—
must reduce total profit.) Still, if a firm in the cartel believes that the other firms will stick to their assigned
output quotas, it can make a quick buck by cheating. The renegade firm, however, will lose profits down the
road because its cheating will reduce the product's market price. The firm isn't too bothered, though, because
future profits aren't worth as much as those earned today. So it cheats, causing the cartel (or collusive
agreement) to crumble, as happened in the airline example.

Using History as a Guide

Why, then, do traders believe that oil prices will stabilize and, perhaps, even come back down after the initial
upward shock? Because economic theory, experience with other cartels and collusive agreements, and
OPEC's own history all point to member nations cheating on their quotas. Members might not be as inclined to
cheat, however, if they truly believe that the low price for a barrel of oil on the world market is worse for them
than sticking to the quota. The market seems to be betting, however, that economic realities will—in the end—
force history to repeat itself.

Gilberto Espinoza provided research assistance.

Endnotes

1. Current OPEC members are (in order of output): Saudi Arabia, Iran, Venezuela, Iraq, United Arab
Emirates, Nigeria, Kuwait, Indonesia, Libya, Algeria and Qatar. Iraq's production, however, has been
under U.N. control since the end of the Gulf War and, hence, is not subject to the OPEC agreement.
Non-OPEC members that also agreed to cut production are Russia, Mexico, Norway and Oman. [back
to text]

2. See Ziemba (1992). [back to text]
3. The antitrust laws of the United States and many other countries prohibit firms from engaging in

collusive behavior. [back to text]
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Drive to Efficiency Leaves Smallest Banks Behind
Boyd D. Anderson , Timothy J. Yeager

U.S. banks enjoyed record profitability during the latter half of the 1990s, due in large part to the economy's
outstanding performance. Fierce competition, however, is forcing them to trim costs to maintain those
profitability levels. Although banks so far have kept a lid on loan rates to avoid turning customers away, a
dearth of deposits has forced them to bid up the cost of funds.1 As a consequence, the net interest margin (the
difference between interest income and interest expense, divided by average earning assets) at all U.S. banks
declined 25 basis points between year-end 1994 and year-end 1998.2 To maintain profitability, banks have
begun slashing overhead expense and increasing fee income—the two categories least affected by interest
rates.

The nation's small banks (those with assets less than $100 million) have been less successful than midsized
banks (those with assets between $100 million and $1 billion) in reducing overhead and generating
nontraditional revenue sources.3 Consequently, profitability at America's small banks has lagged behind that of
midsized institutions. At small banks, return on average assets (ROA)—the most common tool to assess bank
profitability—measured 1.11 percent at year-end 1998, which was 19 basis points below the average midsized
bank ROA. Why are these small banks having a tougher time?

https://www.stlouisfed.org/authors/boyd-d-anderson


Mid-sized Banks Become More Fuel Efficient

SOURCE: FFIEC Reports of Condition and Income for Insured U.S. Commercial Banks, 1994-98

A Tour of District Overhead Trends

In general, Eighth District banks succeeded in trimming the net noninterest margin (noninterest expense less
noninterest income, divided by average assets) during the last five years. A lower net noninterest margin
implies that a bank has either lower overhead, higher noninterest (fee) income, or both. Between 1994 and
1998, the net noninterest margin for District banks with less than $1 billion in assets declined from 2.19 percent
to 1.99 percent.

Despite the increased importance of fee income at U.S. banks overall, noninterest income has been relatively
unimportant in reducing the District's average net noninterest margin. Specifically, noninterest income as a
percentage of average assets has been nearly flat at small and midsized District banks, rising just 4 basis
points to 0.85 percent between 1994 and 1998. In contrast, noninterest income for all U.S. small and midsized
banks increased 11 basis points to 1.23 percent of average assets over the same period.

Noninterest income is made up of deposit service charges, trust activities income, trading revenue, other fee
income, and a catchall category aptly referred to as "other noninterest income." Since 1994, deposit charges
(including ATM and bounced-check fees), trust income, trading revenues and other noninterest income have
been largely stagnant at small and midsized banks, both in the District and throughout the nation. What has
been separating the District from all U.S. banks, then, is the District's lack of "other fee income" growth. This
income category includes mortgage servicing fees, credit card fees, early withdrawal penalties, safe deposit
box rentals and loan commitment fees.

One explanation for the lagging District noninterest income is the amount of credit card fees, which are directly
related to the level of credit card loans held in bank portfolios. Since 1994, small and midsized District banks
have drastically reduced the amount of credit card loans in their portfolios, thereby reducing the fees generated



from such loans. U.S. small and midsized banks have not made similar reductions in credit card loans,
possibly because credit card lending is becoming increasingly consolidated in major financial centers, and
banks in those centers are purchasing Eighth District credit card portfolios.

Although fee income has increased slightly, the true driving force behind the drop in the District's net
noninterest margin is a decrease in noninterest expense. As a percentage of average assets, noninterest
expense at District banks fell 16 basis points to 2.84 percent between 1994 and 1998. It should be noted that
during that five-year period, personnel and occupancy expenses remained stable. District banks, therefore,
achieved cuts in overhead by aggressively targeting "other noninterest expense." This category includes a host
of costs, such as FDIC insurance premiums, advertising costs, data processing services, software
development costs and certain legal fees.4 Although it is impossible to pinpoint the sources of the cost savings
precisely, one likely candidate is the outsourcing of services, such as information technology and auditing,
which were formerly performed in-house.

Why Are Small Banks Sputtering?

Despite the overall gains in reducing the net noninterest margin, small District banks have not enjoyed
equivalent cost savings. At 2.21 percent, the net noninterest margin at the smallest District banks was
considerably above that (1.89 percent) of District midsized banks at year-end 1998. The margin fell just 5 basis
points at small banks between 1994 and 1998, compared with a dip of 26 basis points at midsized banks,
leaving 1998 ROA at 1.05 percent for small District banks and 1.29 percent for midsized banks.

The efficiency ratio also highlights small banks' struggle to contain overhead costs. This ratio is calculated by
dividing noninterest expense by the sum of noninterest income and net interest income. An efficiency ratio of
60 percent, for example, means that a bank is spending 60 cents to generate a dollar of income. Declining
efficiency ratios, therefore, signal a reduction in overhead relative to income. Although the average efficiency
ratio for District banks with less than $1 billion in assets declined from 61 percent in 1994 to 59.4 percent in
1998, the entirety of this efficiency gain came from midsized banks. Efficiency ratios at small District banks,
meanwhile, actually increased from 61.7 percent to 62.9 percent between 1994 and 1998, implying an
increase in net overhead costs relative to operating revenue during the period.

The slow decline in the net noninterest margin at the District's smallest banks is due to two factors. First,
noninterest expense at the District's smallest banks has declined more slowly than at midsized banks. Small
banks trimmed "other noninterest expense" by 12 basis points over the last five years. In contrast, District
midsized banks cut other noninterest expense 27 basis points over the same five-year period. Although
advances in technology have enabled many institutions to cut operational costs, small banks are often unable
to invest the large amounts of capital needed to implement the latest innovations, leaving them less able to
reap related financial benefits.

The second factor hampering the District's smallest banks is a lack of fee income growth. While midsized
banks increased their fee income just 3 basis points to 0.95 percent of average assets between 1994 and
1998, small banks' noninterest income remained unchanged at 0.63 percent. Flat fee income reflects small
banks' practice of underpricing services relative to their administrative costs because bankers fear that high
fees will offend their customers. Small banks also do not offer the range of sophisticated products like trust and
brokerage services that generate fee income for larger banks because they lack the personnel expertise and
sales volume to exploit economies of scale.

Will Small Banks Be Able to Drive On?

Asset quality remains the bedrock of bank stability, and small banks with sound loan portfolios will begin the
21st century in excellent shape, despite their lower profitability. Many small banks are reluctant to push their



efficiency ratios lower by reducing staff. Community bankers argue that the higher staffing costs are needed to
maintain the personalized service that sets small banks apart.5 Although earnings at small banks may
continue to lag those at midsized banks, consumer demand for personal attention should help to ensure a
place in the future for community-focused banks.

Thomas A. Pollmann provided research assistance.

Endnotes

1. See Neely (1998). [back to text]
2. Data are from the Federal Financial Institutions Examination Council (FFIEC) Reports of Condition and

Income for Insured U.S. Commercial Banks. The data exclude bankers' banks, nonbank banks, credit
card banks and other special status banks. All data are year-end. [back to text]

3. Definitions of small and midsized banks vary industrywide; they are defined here according to trends in
net noninterest margins. This analysis excludes large banks—those with more than $1 billion in assets
—since product lines and cost structures at these banks differ significantly from those at smaller banks.
Moreover, the small number (17) of District banks with assets greater than $1 billion makes changes in
statistical aggregates suspect. Small and midsized banks accounted for 46 percent of all District bank
assets in 1998. [back to text]

4. Banks have little control over deposit insurance premiums, which are mandated by the FDIC. [back to
text]

5. See Kimelman (1999). [back to text]
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National and District Overview: Forward
Deployed...Fully Engaged! The State of the U.S.
and District Economies
Adam M. Zaretsky

The order came— "Damn the torpedoes! Full speed ahead!"—and the U.S. economy has, so far, carried it out
brilliantly.

The economy continues to tear through the channel, leaving what at first appeared to be formidable obstacles
in its wake. Concerns about a substantial slowdown in output growth—to below trend—proved unwarranted.
Fears of reawakening sharp inflation seem to have been a bit premature, for now. By almost all measures, the
U.S. economy continues to rule the seas.

Output on Target

Real GDP grew at a 4.1 percent annual rate in the first quarter of 1999, well above the 10-year average growth
rate. Although this rate was down from the previous quarter's 6 percent, it was still more than half a percentage
point above the forecasters' consensus prediction of 3.4 percent. As is normally the case during strong U.S.
economic expansions, consumer spending has been producing the most propulsion. It currently accounts for
roughly 70 percent of all spending in the U.S. economy, and was up at a 6.8 percent annual rate. Americans
certainly like their stuff. But expectations are that real output growth slowed in the second quarter, with the
June consensus forecast predicting only a 3.1 percent annualized growth rate. Recent history, however, has
shown these consensus forecasts to fall short of true performance.

Landlubbers

Americans also like their houses. Spending on newly constructed houses was up substantially in the first
quarter, prolonging the housing boom. In fact, it appears that sales of new and existing homes are on record
pace so far this year, carrying new construction along with them. First-quarter U.S. housing permit levels were
up almost 11 percent, off just slightly from a year earlier. Eighth District states, however, are viewing a slightly
different landscape. Housing permit growth in four of the District states was well below last year's pace.
Anecdotal accounts, however, suggest that part of this falloff is due to building contractors' inability to keep up
with orders because of a severe shortage of skilled workers. District home sales are still reportedly strong,
though.

Warning Shot 'Cross the Bow

The warning shot was fired in May when the Bureau of Labor Statistics reported that consumer prices rose 0.7
percentage points in April—the highest monthly gain since October 1990. This meant that CPI inflation through
April was running at a 3.3 percent annual rate—more than double the 1.6 percent in 1998. Completely



unexpected? No. Bigger than expected? Yes. Ongoing? Apparently not. In June, the BLS reported that May
consumer prices were unchanged. Consequently, CPI inflation through May retreated to a 2.6 percent annual
rate. The one-month blip appeared because energy prices shot up in April. By May, however, they had turned
around moderately. Will there be more blips? Possibly, so markets are watching Fed actions closely.

Swabbin' the Deck

More people—more than 133 million, or 64 percent of the population—are working in the United States than
ever before. The U.S. unemployment rate, at 4.2 percent, remains the lowest it has been since 1970. The
same is also true for the District: The seven District states continue to experience their lowest unemployment
rates in almost 30 years. Employment growth, however, is slower here than in the rest of the nation. Much of
this slower growth, though, is due to firms' inability to fill vacancies because of a dearth of qualified workers—a
situation that has been ongoing and, unfortunately, is still not showing any signs of noticeable easing soon.

Gilberto Espinoza provided research assistance.
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Community Profile: Blytheville, Ark., Spreads Its
Wings after Air Force Base Closing
Stephen P. Greene

For nearly 50 years, residents of Blytheville, Ark., proudly supported the Air Force base in their town. Eaker Air
Force Base was home to a group of Strategic Air Command B-52 bombers and more than 3,000 military
personnel before closing in 1992. At that time, Blytheville was faced with the same challenge that small towns
throughout the United States encounter when their military bases are shuttered: redefining its economic
identity. The efforts of Blytheville and surrounding Mississippi County communities to recover is a three-part
story spread over three different areas of this northeast Arkansas region:

West Side—The region is luring new businesses to the former Air Force base, now known as the
Arkansas Aeroplex, primarily by touting the complex's 11,000-foot runway.
East Side—Steel mills and supporting businesses have sprung up near the Mississippi River over the
past 12 years, turning Arkansas into the seventh-largest steel-producing state in the nation.1
Downtown—Main Street merchants have enjoyed success, but now must compete with a new Wal-Mart
Supercenter.

The Aeroplex Plan

The closing of Eaker Air Force Base was anything but a shock to the community. Rumors had been circulating
for years. Even before the official closing, the Blytheville-Gosnell Regional Airport Authority had approved a
strategic re-use plan for the 3,771-acre base. Having a plan in place would later make it easier for the airport
authority to receive the land from the federal government. More than 30 public meetings were held during the
creation of the re-use plan to encourage the suggestions and recommendations of area residents.

"When a military installation closes in a small town, the assumption is that there is going to be gloom and doom
and darkness forever after," says Sam Scruggs, executive director of the Mississippi County Economic
Opportunity Commission. "But in many cases, it causes local community residents to begin talking and
strategizing about how to be more aggressive to improve the future."

The No. 1 priority that emanated from the plan was the creation of new jobs at the site. Today, 48 businesses
and more than 700 employees are located at the Aeroplex, but many of the 200 buildings and 928 housing
units still sit vacant. Airport authority marketing attempts to attract companies have included direct mail, trade
shows and tours. Companies with aviation needs are a natural fit. One such company is Leading Edge
Aviation Services.

With 105 workers, Leading Edge is the largest employer at the Aeroplex. The company strips and repaints
commercial airplanes. In 1997, Leading Edge moved its operation from Greenville, Miss., to Blytheville in part
because of the Aeroplex's runway—the longest in the state and longer than any runway at Memphis
International Airport, one hour south.

https://www.stlouisfed.org/authors/stephen-p-greene


"We liked the layout of the base," says Paul Volz, general manager at Leading Edge. "The infrastructure was
there, and the lease agreements were very appealing."

Donnie Davidson, facilities manager at the airport authority, says lease rates have been designed to reward
businesses that keep growing; for example, companies receive incremental price breaks when they hire
additional employees. Besides Leading Edge, companies located at the Aeroplex include: Federal Express'
driver training school, the YMCA and Floral Distributors Inc.

Down by the River

A void was left in Mississippi County's economy after the Air Force base closed. In 1987, the military
accounted for 15.2 percent of personal earnings, the largest of any industry in the county. At that time, durable
goods manufacturing accounted for only 14.5 percent of earnings. In 1997, however, durable goods
manufacturing leaped to 34.4 percent of earnings—a dramatic increase that can be explained with one word:
steel.

Nucor Corp., the nation's second-largest steel maker, operates two steel recycling mills along the Mississippi
River. Combined, Nucor-Yamato (which produces I-beams and is 49 percent Japanese-owned) and Nucor
Steel (which produces sheet steel) employ more than 1,200 people and manufacture 5 million tons of steel
annually.

The presence of the two steel mills, as well as the more than 30 steel suppliers and customers in town that
support them, has helped to mitigate the effects of the Air Force base closure. Some people around Blytheville
use the word luck to describe Nucor's decision to open the Nucor Steel mill at almost the same time the base
closing was announced.

"Oh yes, we were lucky," says Steve Bell, president of Farmers Bank. "Before the base closed, we knew Nucor
was looking to open a second mill here. Our transportation advantages—with the river, the interstate and the
Burlington-Northern rail line right here—made us kind of natural for Nucor to open a second mill. It couldn't
have happened at a better time."

Despite the strong manufacturing base in the Blytheville area, recent setbacks have occurred. Two
manufacturing companies not related to steel—Magna Tech and Acco—closed their plants in the Blytheville
Industrial Park in 1998. Each company employed about 400 workers. Overall, Mississippi County's
unemployment rate of 11.1 percent far exceeds the state's 4.4 percent rate.

Keeping Main Street Viable

Striking steel archways (donated to the city by Nucor) welcome visitors to Blytheville's shopping and business
district along Main Street. Although merchants currently occupy 95 percent of the ground floor level along the
street, it remains to be seen how the April opening of a 187,000 square-foot Wal-Mart Supercenter just off I-55
will affect downtown businesses. Will shoppers who patronize Main Street's smaller stores decide to spend
their money under one large roof?

Jerry Sims, president of First National Bank, says that although Wal-Mart can adversely affect sales of
downtown retailers, Blytheville has "a pretty good mix of stores that have items that people can't get at Wal-
Mart. But if it's at Wal-Mart, people are going to go to Wal-Mart. That's just the way it is."

A non-Supercenter Wal-Mart was located in Blytheville for 25 years before the opening of the Supercenter,
which employs slightly more than 400 people.



"Ideally, shoppers who come in from different parts of the region to go to Wal-Mart will also head downtown to
shop," says Stefanie Barnes, executive director of Main Street Blytheville, a nonprofit organization dedicated to
promoting downtown's image and business interests.

No Surprise?

That Blytheville and the rest of Mississippi County appear to have successfully weathered the closing of Eaker
Air Force is not too surprising, according to a 1996 report published by the Rand Corp. The report, which was
sponsored by the Office of the Secretary of Defense, studied the economic impact from base closings in three
California towns.

The study concluded that, although all three communities suffered an economic lag following the 1988 base
closings, the ultimate effects were "not catastrophic" and "not nearly as severe as forecasted." Why? Because
military personnel generally spend their money on the base, rather than in the surrounding town.

Although there is no doubting that some degree of economic lag occurs in any town that experiences a base
closing, the study maintained that a community can actually benefit when a base closes because civilian
employees and retired military personnel who typically live off-base, but spend a good portion of their income
on the base, redirect their dollars toward grocery stores, restaurants and hospitals in town. In Blytheville's
case, more than 3,000 military personnel and dependents were living off-base during Eaker's peak in 1989,
making for a significant loss of spending on community services after these people left.

True to the study's conclusions, Blytheville did not collapse upon itself when its Air Force base closed. The
efforts of the airport authority to lure new businesses to town, coupled with the steel industry's growth, have
provided reason for optimism in Blytheville. But as the high unemployment rate indicates, the area still has
some work to do.

Blytheville, Ark., by the numbers

Population 50,596

Labor Force 26,952

Unemployment Rate 11.1%

Per Capita Personal Income $18,605

 

Top Five Employers

Nucor-Yamato Steel 785

Maverick Tube L.P. Energy Works 539

Nucor Steel 444

Milwaukee Electric Tool corp. 400

Wal-Mart 400
NOTES: Figures listed are for all of Mississippi County, which also includes the towns of Gosnell, Osceola, Armorel, Leachville and Manila.
Population figures are from 1996, at which time the estimated population for the city of Blytheville was 18,743. Labor force and
unemployment rate statistics are from March 1999; per capita personal income is from 1997.

Endnotes



1. Rankings are according to the American Iron and Steel Institute and are from year-end 1998 data. [back
to text]



National and District Data SELECTED INDICATORS OF THE NATIONAL ECONOMY

AND BANKING, AGRICULTURAL AND BUSINESS CONDI-

TIONS IN THE EIGHTH FEDERAL RESERVE DISTRICT

Commercial Bank Performance Ratios
U.S., District and State

Return on
Average Assets*

1st quarter 1999

4th quarter 1998

1st quarter 1998

Return on
Average Equity*

1st quarter 1999

4th quarter 1998

1st quarter 1998

Net Interest Margin*

1st quarter 1999

4th quarter 1998

1st quarter 1998

Nonperforming Loans2

-r Total Loans

1st quarter 1999

4th quarter 1998

1st quarter 1998

Net Loan Losses T
Average Total Loans*

1st quarter 1999

4th quarter 1998

1st quarter 1998

1.33

1.23

1.26

15.43

14.51

15.10

3.92

4.10

3.97

0.99

0.96

0.97

0.60

0.68

0.61

1.54

1.49

1.53

15.83

15.35

15.91

4.60

4.90

4.67

1.02

1.00

0.97

0.66

0.82

0.67

1.26

1.37

1.39

14.38

15.50

15.98

4.04

4.55

4.29

0.99

0.90

0.98

0.22

0.39

0.25

1.18

1.24

1.32

12.12

12.37

13.71

4.15

4.27

4.31

1.09

1.06

1.01

0.21

0.25

0.22

1.03

1.08

1.50

9.80

10.04

16.54

3.83

4.09

3.65

1.18

1.07

1.10

0.18

0.25

0.16

1.36

1.38

1.35

14.60

14.70

14.81

4.32

4.89

4.19

0.58

0.52

0.52

0.18

0.28

0.14

1.26

1.32

1.40

15.24

15.99

17.18

4.05

4.15

4.23

0.88

0.61

0.74

0.25

0.36

0.26

1.24

1.29

1.27

12.92

13.24

12.98

4.54

4.93

4.65

0.69

0.60

0.62

0.19

0.34

0.23

1.31

1.49

1.18

15.24

17.29

13.39

3.75

4.29

4.08

0.87

0.80

0.87

0.12

0.16

0.12

1.31

1.47

1.56

15.93

18.10

20.42

4.15

5.32

5.07

1.23

1.20

1.38

0.32

0.79

0.52

Loan Loss Reserve
•f Total Loans

1st quarter 1999

4th quarter 1998

1st quarter 1998

1.77

1.76

1.82

1.81

1.79

1.82

1.38

1.34

1.41

1.28

1.25

1.38

1.33

1.32

1.31

1.33

1.30

1.25

1.41

1.35

1.43

1.44

1.43

1.48

1.37

1.37

1.43

1.42

1.35

1.48

1 U.S. banks with average assets of less than $15 billion are shown separately to make
comparisons with District banks more meaningful since almost all District banks have
average assets of less than $15 billion.

2 Includes loans 90 days or more past due and nonaccrual loans

NOTE: Data include only that portion of the state within Eighth District boundaries.

SOURCE: FFIEC Reports of Condition and Income for all Insured U.S. Commercial Banks

*Annualized data
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Regional Economic Indicators
Nonfarm Employment Growth YEAR-OVER-YEAR PERCENT CHANGE

FIRST QUARTER 1999

United States
Arkansas
Illinois
Indiana
Kentucky
Mississippi
Missouri
Tennessee

mTOTAL

2 .3%
1.2
1.6
1.9
2.2
0.8
1.5
1.3

Goods 1

MFG

-1.8%

-0.2

-0.6

0.4
0.2

-0.9

-0.5

-2.0

'roducing

CONS1

5.7%

2.2
3.6
0.0
4.4
8.9
8.5
6.4

GOVT TPU2

1.9% 3 .0%
0.9
0.0
2.3
1.3
2.1
1.2

0.6

2.2
1.8
2.7
3.9
1.1

- 0 . 3
2.2

Service Producing

FIRE3

4.1%

0.6
1.5
4.9
1.7

-0.1

3.4
3.1

SERVICES

3.9%

2.5
3.0
2.3
3.4

-0.4

1.7
2.4

TRADE

2.2%

1.5
2.0
2.4
2.4
1.2
1.4
1.7

1 Construction 2 Transportation and Public Utilities 3 Finance, Insurance and Real Estate

Unemployment Rates
PERCENT

United States
Arkansas
Illinois
Indiana
Kentucky
Mississippi
Missouri
Tennessee

1/1999

4.3%

4.7
3.9
2.9
4.2
4.9
2.7
4.3

IV/1 998

4.4%

5.4
4.3
2.9
4.2
5.1
3.5
4.1

1/1998

4.6%

5.4
4.7
3.3
4.4
5.5
4.1
4.5

Exports
YEAR-OVER-YEAR PERCENT CHANGE

FIRST QUARTER FOURTH QUARTER

Housing Permits
YEAR-OVER-YEAR PERCENT CHANGE

IN YEAR-TO-DATE LEVELS

Real Personal Income
YEAR-OVER-YEAR PERCENT CHANGE
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Major Macroeconomic Indicators

1994 95 96 97 98 99
NOTE: Each bar is a one-quarter growth rate (annualized); the green line is the
10-year growth rate.

Civilian Unemployment Rate

Consumer Price Inflation
PERCENT

•merest Rates
PERCENT

1994 95 9 6 9 7 9 8 9 9 ( M a y )
NOTE: Except for the fed funds target, which is end-of-period, data are
monthly overages of daily data.

Farm Sector Indicators
U.S. Agricultural Trade
BILLIONS OF DOLLARS

U.S. Crop and Livestock Prices
INDEX 1990-92=100

Farming Cash Receipts
BILLIONS OF DOLLARS
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Real GDP Growth
PERCENT
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