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ECONOMIC CONDITIONS IN MONTANA
EXECUTIVE SUMMARY

This report to the Governor provides information on

the past, present, and future state of Montana's econ-

omy. The document does not attempt to formulate

economic policy for Montana state government. The

report itself, of which this is a summary, contains sec-

tions on factors relating to Montana's economic growth,

statistical indicators of the growth and performance of

the Montana economy, and an analysis of some of Mon-

tana's most important industries.

FACTORS IN

MONTANA'S ECONOMIC GROWTH
A number of factors interact to produce economic

growth in Montana. Some growth determinants are more

important than others for specific periods in the State's

economic history; however, exclusive emphasis of one

factor is unwise. Forces related to economic growth in

Montana include the demand for the State's products

from both inside and outside Montana, as well as the

internal and external supply of b3sic production inputs

such as land, labor, capital, and materials.

The external demand for Montana's products is and

has been a determinant of the State's economic growth.

This demand results in the out-of-state export of goods

and services such as wheat, coal, lumber, and tourist

services. The internal demand for Montana's products

coming from private households, governments, and

business firms is also a growth determinant.

As mentioned above, the supply of basic production

inputs also is an important growth factor. Development

of land resources (including minerals lying below the

land surface), increases in the quantity and quality of

Montana's labor force, additional money available for

investment in new industrial plants and expansion of

existing facilities— all combine to help produce eco-

nomic growth.

MONTANA ECONOMIC INDICATORS

This summary section concentrates on two of the

most important indicators of the performance of Mon-

tana's economy: employment and per capita personal

income. Additional statistics are discussed in the full

report.

Employment

Employment is the most accurate statistic related to

Montana's economy. Employment grew rather modestly

during the 1960s; about 19,000 jobs were created over

the entire decade. In dramatic contrast, employment for

the 1970-1977 period increased by about 60,000 jobs.

Montana followed the national pattern of employment

growth between 1960 and 1977; almost all of the em-

ployment increase occurred in wholesale-retail trade and

other industries of a service nature.

Two interactive factors were especially responsible

for this employment growth. The supply of labor in-

creased between 1960 and 1977 as a result of postwar

"baby boom" young people entering the work force and

the increased tendency of women to work outside the

home. Also, incomes were rising. People were both more

able and more willing to purchase public and private

services. Therefore, demand for these services increased

and service-related jobs were created.



Per Capita Personal Income

Average income per person (per capita personal in-

come) is frequently used as a measure of economic well-

being. Expressed in dollars adjusted for inflation,

changes in per capita income represent actual changes in

the standard of living. It should be noted, however, that

the standard of living is only a partial measure of overall

well-being, which includes less measurable factors such

as environmental quality and non-income job-related

amenities.

Montana residents have enjoyed an ever higher stan-

dard of living historically. Per capita income, however,

has normally been below the national average. For

example, Montana per capita income fluctuated around

90 percent of U. S. average income during 1970-1977,

with the 1977 estimate being 87 percent.

ANALYSIS OF
SELECTED MONTANA INDUSTRIES

An analysis of the growth potential of some of Mon-

tana's most important industries is summarized below.

Industries included are: agriculture, wholesale-retail

trade and services, manufacturing, and mining. A more

complete treatment of these industries is contained in

the full report.

Agriculture

Income earned from agricultural production is among
the highest for Montana industries. Agricultural activity

is a significant portion of the economic base for most

Montana counties.

During the next ten years, the potential exists for

repeating the same kind of economic growth that the

Montana agricultural sector experienced during the past

decade. This potential exists because of the economic

conditions which are expected in the rest of the United

States and the world. Total Montana agricultural cash

receipts could reach the $2 billion level by 1987 or 1988.

Montana's normal wheat crop could exceed 200 million

bushels by 1987. Also, cattle numbers could increase

significantly.

This potential can be realized only if both the private

and the public sectors take appropriate actions, enabling

Montana to retain its competitive strength relative to

agriculture in other regions of the United States. If

Montana's grain yields do not continue to rise, if effi-

ciency in the State's livestock industry doesn't continue

to increase, if no additional land can be irrigated, if

Montana's marketing and transportation system doesn't

improve, if adequate agricultural credit isn't available,

and— most importantly— if the managerial capacity of

Montana farmers and ranchers doesn't continue to

grow, the relative competitive strength of Montana's

agricultural sector will decrease. If this occurs, Mon-
tana agriculture will fall short of realizing the potential

outlined above.

Wholesale-Retail Trade and Services

Although seldom in the limelight, wholesale trade,

retail trade, and services play important roles in Mon-
tana's economy. Since 1970, these three industries

provided more than one-half of the new, nonagricultural

wage and salary positions in the State. Taken together,

they accounted for about 43 percent of the total non-

farm wage and salary jobs in Montana during 1977.

The outlook for wholesale trade is for continued

modest growth during the next few years. In the long

run, the future of wholesale trade will primarily depend

on the overall growth of Montana's economy.

Considering the large number of young people enter-

ing the labor force and the rising percent of females

working outside the home, continued growth is likely in

retail trade and service industry employment during

1978, 1979, and 1980. It may be expected, however, that

these employment increases will be accompanied by

declines in average hours worked. In the long run, the

current increases in the supply of labor probably will

moderate, and future trends in the retail trade and

service industries will be mostly determined by condi-

tions in Montana's economy generally.

Manufacturing

Manufacturing is not a major economic activity in

Montana. Whereas approximately 25 percent of the

U. S. employed labor force is typically at work in manu-

facturing industries, in Montana the figure is roughly 8

percent. The State's small population and its distance

from large population centers discourages its develop-

ment as an industrial area. What manufacturing activity

does take place is either closely tied to Montana's natural

resources or is involved in producing consumer goods

for the local population.





ff^ood Products

The wood products industry is by far the most impor-

tant manufacturing activity in Montana. The future of

this industry depends mostly upon two factors: the

national housing market and the local supply of timber.

Housing starts nationally amounted to almost 2 mil-

lion in 1977 and will be about the same number in 1978.

Projections for 1979 are in the 1 .5-1.6 million range, the

1979 level being lower than 1977 and 1978 because of

anticipated higher interest rates. The outlook for 1980 is

somewhat more optimistic, with projected housing starts

of 1.7-1.8 million units. This decline in housing starts

probably will be reflected in lower levels of employment

and earnings in Montana's wood products industry in

1979 and 1980. It is likely that industry decreases will

not be as severe as those which occurred in 1975.

Over the longer run, developments in Montana's

forest industries are heavily dependent upon what hap-

pens to the supply of public timber, which has decreased

for the most part since 1970. The great concern of the

wood products industry is that further reductions in the

supply of public timber may occur.

This concern is prompted by two developments. One

is the current wilderness area review and designation

process (RARE II) being conducted by the U. S. Forest

Service. The available timber supply may be perma-

nently reduced as a result of this process. The other

factor is the National Forest Management Act of 1976,

which directs the Forest Service to identify lands

"which are not suited for timber production, con-

sidering physical, economic, and other pertinent fac-

tors . . .
." This may pose a further threat to the timber

supply in Montana on the grounds that Montana's steep

mountainsides are not physically suited to timber har-

vest and/or that they are marginal producers compared

to forests in other parts of the country.

Understandably, these national policy developments

make Montana's industry very nervous. At best, the

longer-term outlook is for stronger competition and

increasing prices for what may be a declining amount of

public timber. By 1985, there probably will be fewer

wood products firms in Montana, with production con-

centrated in the operations of companies producing a

combination of products utilizing both saw timber and

residuals. Employment is not likely to increase, and it

may decline. Increased productivity, however, could

maintain or increase total earnings of industry workers,

thus sustaining the wood products industry's contribu-

tion to total income in the State.

Primary Metals Processing

The Montana primary metals manufacturing industry

consists principally of two copper processing plants, an

aluminum plant and a lead processing facility. Little

change in primary metals employment is anticipated

during the next year or two. The outlook for the longer

run is less certain. If copper prices increase, then em-

ployment in Montana's copper processing plants should

increase. On the other hand, production and employ-

ment at the Columbia Falls aluminum plant is dependent

on the continued availability of large quantities of

electric power. There is some question as to that avail-

ability at this time.

Food Products Processing

The foods products industry in Montana is a con-

glomeration of small plants engaged in processing

Montana agricultural products, principally for local

consumption. Given the industry's current composi-

tion, any expansion in employment and earnings is

largely dependent upon growth in the Montana market.

This growth is hkely to be moderate. If the industry is to

show substantial growth—enough to significantly affect

employment and earnings—economic ways of market-

ing manufactured food products outside the State must

be devised. Over the next few years, such developments

are likely to be Umited.

Petroleum Refining

Montana's petroleum refining industry is concen-

trated in Yellowstone County. Industry prospects are

clouded because of uncertainty with respect to the

supply of crude oil. Currently 40 to 45 percent of the oil

refined in Montana comes from Canada. That country is

in the process of phasing out crude oil exports to the

United States.

Mining

The mining sector in Montana consists of metal min-

ing (principally copper), crude petroleum and natural

gas extraction, coal mining, and the mining and quarry-

ing of other non-metallic minerals. Historically, metal

mining has been the largest component of the overall

mining sector. Since 1974, however, metal mining has

declined, while employment and earnings associated

with mining energy resources (crude petroleum, natural

gas, and coal) have increased. In 1977, the mining of

energy resources accounted for well over half of total

mining employment.

Crude Petroleum and Natural Gas

Although the prospect of significantly increasing the

levels of oil and gas production is not high, the outlook

for increased employment through 1980 is favorable.

Employment should climb to slightly over 3,000 workers

in 1978 and continue to increase through 1980, possibly

reaching the 3,500 to 4,000 worker range. These pro-

jected employment increases are primarily the result of

exploration activity.

The picture for 1985 is not clear. Unless oil prices

reach a level to make secondary and tertiary recovery

economically feasible, production from current wells

will decrease substantially. On the other hand, the

potential for new finds in the Overthrust Belt of the



Rocky Mountains and in other areas still exists. Addi-

tional uncertainty is associated with the new federal

Natural Gas Policy Act. Also, the amount of public land

in Montana that will be available for exploration is still

being discussed.

Coal

Coal mining in Montana consists primarily of surface

mining of low-sulfur sub-bituminous coal and a small

amount of lignite. About 90 percent of all sub-

bituminous coal produced each year in Montana is

shipped east by rail to coal-fired electric generating

plants in the Midwest. Because of this, the demand for

low-sulfur western coal by midwestern utilities is the

prime determinant of the growth of coal production in

Montana.

Output of sub-bituminous coal in 1979 should be up

from 1978. In all probability, no new mines will be in

operation in 1979, but production from existing mines

could reach 30 million tons or higher. Employment will

probably be near the 1978 level through most of 1979.

The year 1980 could see additional increases in coal

production. Production from new mines and from mine

expansions, if approved, will probably not gain full

steam in 1980. Output could, however, increase several

million tons over 1979, with corresponding employment

increases.

By 1985 the mine permit issuing process should be

complete on a number of new mines. If these new

permits are approved, it will mean a potential increase of

more than 20 million tons per year in sub-bituminous

coal production over the 1980 level. Employment in

Montana's coal industry could reach the 2,000 to 2,500

range by 1985.

Metals

Montana is well endowed with metallic minerals. Cur-

rent mining activity consists of copper, silver, gold,

antimony, zinc, lead, and tungsten. Copper is by far the

most important metal being mined, with silver and gold

production being— in large part—a by-product of copper

production.

For the short-term, copper and associated precious

metals production is expected to continue at about the

same level or even at a slightly reduced level, with

employment and earnings changing correspondingly.

The mining of other metals may increase during this

same time period, causing total metal production and

employment to increase modestly.

For the longer-term, copper prices are expected to

increase along with the price of other metals. Produc-

tion, employment, and earnings in Montana's metal

mining sector should increase over the long run.
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