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On April 25, Maxine Johnson
assessed the outlook for the
Bozeman area at a seminar
sponsored by First Bank
Bozeman. This article is based
on her presentation.

A s I began to prepare this report, I reread my last analysis of the
Bozeman area economy, presented in September 1981. At that time I said
that even though 1981 had not been the best of years, "there appears to be
no reason to change the conclusion that the overall outlook for the
Bozeman area in the 1980s is promising and that it is likely to enjoy more
economic growth than most other parts of Montana.”
T w o and a half years later, after the most severe recession since the
1930s, I still am positive about the Bozeman area.
I say this for several reasons. The recent recession was mild in Bozeman
compared to other parts of the state and it was shorter. Prospects for 1984
are good and the Bozeman area economy, and especially Gallatin County,
is in better shape today than most of Montana’s other urban areas.

The Bozeman Area Economy Since 1979
Despite some problems, the Bozeman area — Gallatin, Madison, and Park
counties — continues to attract new residents and provide new
employment opportunities.
Table 1 shows the population increased by 4,200 between 1979 and 1982,
with 2,500 of that increase due to net in-migration. Some of the new
residents were students at Montana State University. Most were
nonstudents who came in search of employment. Table 2 shows there were
2,200 more people at work in 1983 than in 1979, although unemployment
also increased.
By contrast, the state of Montana is estimated to ha^e experienced a net
out-migration of population between 1979 and 1982; that is, more people
moved out of the state than moved in. Total employment in the state in
1983 was lower than in 1979, and the unemployment rate — at 8.8 percent
— was well above the Bozeman area estimate of 7.5 percent.
Most of the employment growth in the three-county area occurred in
Gallatin County. Madison County experienced modest increases and Park
County employment declined. The other Montana counties which
experienced rapid growth after 1979 were involved in energy development:
Richland, Rosebud, and Yellowstone. That boom proved temporary. But
the Bozeman area, after a decline in 1980, enjoyed a slow and steady
recovery beginning in 1981.

The nonfarm sector
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Figure 1 illustrates how the recession affected the area. It shows changes in
nonfarm labor income between 1979 and 1983.
Nonfarm labor income is the income of all employed persons except
those in agriculture. It consists mostly of wages and salaries plus the
earnings of the self-employed.
Nonfarm labor income is a very useful local economic index. We don’t
have Gross National Product (GNP) statistics or other measures of total
production for small areas. But there is a close connection between total
output and the amount of labor required to produce it. So we use nonfarm
labor income (a measure of labor input) as a proxy for GNP. We adjust it
for inflation by expressing it in constant 1982 dollars and use it to measure
changes in nonfarm business activity.
The downturn in the Bozeman area began during late 1979 and lasted
until mid-1980 — about a year. The recovery began in the latter half of
1980. By early 1983, the area economy had recovered to the pre-recession
(1979) levels. Gallatin County had exceeded the 1979 peak.
Obviously, a good many area industries were affected by the recession:
wood products, mobile home production, electronics, mining, and cement.
Park County has experienced severe losses in railroad employment.
So why has the overall nonfarm economy — and especially Gallatin
County’s economy — performed as well as it has? Partly because of timing;
the industries affected by the recession didn’t all decline in the same year.

"Despite som e problem s, the Bowman area continues to attract
new residents and provide new em ployment opportunities.”
But mostly because of Montana State
University — this area’s great stabilizer.
Its importance will be discussed later.

Agriculture
Let’s turn to the other major sector of the
area economy: agriculture. That industry
does not always follow the business cycle
and so we look at it separately. Figure 2
shows cash receipts from farm marketings
by year for 1979 through 1982, the latest
year available. These figures also have
been adjusted for inflation. There are two
things to note. First, the numbers are very
large. Total cash receipts in the Bozeman
area have fluctuated around $100 million
per year recently. Much of that money is
spent in this area for farm production
and family living items.
Second, there has been a very sharp
decline in cash receipts areawide, while
Gallatin County has fared rather well.
The difference is that Park and Madison
counties are primarily cattle areas, and
cattle receipts have dropped off
drastically. Crops are more important in
Gallatin County and crop receipts have
held up better. We don ’t have figures for
1983, but they are not likely to have
changed very much.
Obviously, purchases of goods and
services by farmers and ranchers in the
Bozeman area have also declined
considerably since 1979. Businesses
serving the agricultural sector are well
aware of this.
We quote cash receipts figures instead
of net farm income because we think they
more accurately represent agriculture’s
contribution to the economy. Net farm
income (the net income of farm
proprietors and wages of farm workers)
is, of course, much lower. It is estimated
at the equivalent of $16 m illion (1982
dollars) in 1979 and about the same in
1981. As yet, there is no estimate available
for 1982 or 1983.
It was bad luck that this most recent
decline in farm income receipts and
income coincided with a very severe
recession. It is bad luck also that
agriculture is not recovering very well.
One of the best things that could happen
to the Bozeman area would be a strong
comeback in the farm economy,
especially in the livestock industry.

SSSS

The econom ic base
Agriculture is especially important
because it is part of the Bozeman area’s
econom ic base. That is, agriculture is a
basic or export industry. It produces
commodities for sale outside the area and
thereby brings money into the area. It is
one of the industries which determines
the course of the economy. T h e nonfarm
basic or export industries in the Bozeman
area are mining, manufacturing,
railroads, tourism and trade, Montana
State University, and the federal
government. These industries also
produce goods or services for sale outside
the area, or otherwise bring new money
in.
When basic industries sell more outside
the area, they expand and create new jobs
and income. Workers in basic industries
spend that new income, and that usually
means other industries serving the local
economy — retail businesses, service
establishments, financial institutions —
also grow and create new employment
and income.
When basic industries sell fewer goods
and services outside the area and bring
less money in, that means less
employment and income in those
activities and in local businesses. In
recent years we have had some vivid
examples of how this works — some due
to the recession and others to longer term
shifts in econom ic activity.
Tables 3 and 4 show what has
happened to labor income in basic
industries in the Bozeman area and
Gallatin County since 1979.
Unfortunately, we have no 1983 estimates
for agriculture. We know, of course, that
it has declined significantly.

It’s obvious that some drastic changes
have occurred in the private nonfarm
sector. Between 1979 and 1983 the
demand for w ood products, mobile
homes, electronic components, talc,
cement, and other area products declined
sharply at one time or another. Most of
these industries have begun to come back.
T h e most devastating loss was the decline
in railroad payrolls. They have been cut
almost in half since 1979, after
accounting for inflation. Most of the loss
has occurred in Park County. It is the
result of railroad reorganization and is
probably permanent. Because of the
decline in railroad payrolls, labor income
from nonfarm basic industries in the
three-county area was $12 m illion (9
percent) less in 1983 than in 1979.
It was Montana State University which
saved the day, especially in Gallatin
County, with a substantial payroll
increase. In the three-county area, labor
income from m ining and from tourism
and trade showed small gains.
T h e increase in m ining income is
mostly the result of gold m ining activity
in Madison County.
The figure for tourism and trade
includes an estimate of labor income
resulting from sales to tourists and other
visitors, to persons who com e to the area
to shop, and to University students who
live and shop here but receive their funds
from somewhere else. It does not include
labor income created by sales to residents.
That, of course, is not export income.
In Gallatin County alone, where the
University is of such overwhelming
importance, nonfarm basic labor income
was 3.5 percent higher in 1983 than in
1979.

Table 1
Population C h a n ges in the B ozem an Area
1979-1982
Popullatlon
1979
1982

Gallatin
Madison
Park
Three
counties

Cha nga
Numbar
Percent

Componantii of Change
Exeats Births
Nat
Over Deaths In-Migration

42,000
5,500
12,700

45,300
5,800
13,300

3,300
300
600

7.9
5.5
4.7

1,340
77
260

1,960
223
340

60,200

64,400

4,200

7.0

1,677

2,523

Source: U.S. Bureau of the Census.
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“Why has the overall nonfarm economy performed as well as it
has? Partly because of timing . . . but mostly because of Montana
State University — this area's great stabilizer.”
Figure 3 shows changes in the
composition of the nonfarm economic
base of the Bozeman area and Gallatin
County since 1979. As the private sector
has declined, the dependence upon the
University has grown: to 40 percent of the
total base in the three-county area and 47
percent in Gallatin County. The
contribution of manufacturing and
railroads has declined significantly in
both the county and the area. Tourism
and trade and the federal government
continue to play major roles.
There is another group of industries
which does not show up in the charts but
deserves special attention: a small group
of miscellaneous manufacturing
industries that makes the Bozeman
economy one of the most interesting in
the state. These industries are involved in
producing such items as plastic
containers, camera bags, t-shirts,
insulation, and various kinds of scientific
Table 2
Changes in the Labor Force
The Bozeman Area
1979-1983
Employment
Gallatin
Madison
Park
Three counties
Unemployment
Gallatin
Madison
Park
Three counties
Unemployment rate
Gallatin
Madison
Park
Three counties

1979

1983

Change

18.936
2,373
5.625
26.934

21.471
2,450
5.210
29.131

2.535
77
-415
2,197

890
73
316
1.279

1.510
230
624
2.364

620
157
308
1.085

4.5
3.0
5.3
4.5

6.6
8.6
10.7
7.5

Source: Montana Department of Labor and Industry.
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instruments. As a group, they increased
their payrolls from about $1.4 million to
over $2 million between 1979 and 1983.
Those numbers are small, but the growth
is encouraging.
Among the area’s more traditional
industries, labor income in milk
processing increased significantly.
T w o other important developments
strengthened the Bozeman area economy
during the recession. Property income
(rent, dividends, interest) and transfer
payments (income from Social Security
and other retirement programs,
unemployment insurance and all the
social programs) both grew significantly.
They helped offset losses in labor income
and maintain consumer purchasing
power.

Prospects for 1984 and 1985

and mobile home production is
important. They call for an increase in
housing starts this year.
Any dark clouds on the horizon
probably won’t appear until 1985, if the
Chase projections are correct. Chase
economists see considerably slower
growth next year, with further increases
in inflation and interest rates plus a
rather sharp drop in housing starts.
But the 1985 inflation-adjusted growth
in GNP is modest only when compared
to the very rapid growth in 1984. In fact,
2.7 percent is a pretty good rate of
increase. And the projected inflation and
interest rates, while higher than we
would like, are well below the figures of
a few years ago. H ousing starts at 1.5
million can be compared to just over 1
million in 1982.
So the national outlook for the next
year and a half as projected by Chase is

It is gratifying that the Bozeman area and
Gallatin County have come out of the
recession so well. But even though the
University is an enormous economic
asset, it is not especially reassuring to
confront an economy where the public
sector is growing more rapidly than the
private sector. Most of us, I think, would
prefer to see the private sector keep pace
with, or exceed, public sector growth.
Let’s look now at the prospects for the
next few years: the outlook for overall
growth in the area and the chances of
changing the public/private mix.

National trends
As the recent recession proved once more,
short-run economic trends in state and
local areas are strongly influenced by
national economic trends. That means an
analysis of the Bozeman area’s outlook
must be based on assumptions about the
U.S. economy.
At the Bureau of Business and
Economic Research, we use national
projections prepared by Chase
Econometrics, a national economic
forecasting firm. The Chase forecasts for
the U.S. economy for the rest of 1984 are
quite optimistic (table 5). They suggest
significant real economic growth and
relatively modest increases in inflation
and interest rates. That’s of special
interest here, where lumber, log home,

so u rc e : U S Bureau o f E co n o m ic Analysis.
Note: In clu des governm ent payments.

Table 3
Changes in Labor Income, Basic Industries
The Bozeman Area
1979-1983
(In Thousands of Constant 1982 Dollars)
1979
19S3*
Total
146.591
NA
Agriculture
16.062
NA
Nonfarm industries 130,529 118,544
Mining
4.254
4.385
Manufacturing
24.589 17.241
Railroads
29.747 15.000
Tourism and trade 17.175 17.919
Montana State
University
37.471 46.971
Federal
government
17.293 17.028

Changa
Pollan Percent
NA
NA
NA
NA
-11.985
■9.2
131
3.1
-7,348 -29.9
-14,747 ■49.6
744
4.3
9.500

25.4

-265

■1.5

Sources: U.S. Bureau of Economic Analysis and Bureau of
Business and Economic Research. University of Montana.
'Preliminary.
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“If the Bozeman area econom y is to expand this year and next
the growth will have to occur in the nonfarm base. The most
obvious source is Montana State University
relatively good. O f course, these
projections will be revised many times
between now and the end of 1985. And
not all economists agree with them.
There is a group which is less optimistic
and thinks another recession may get
underway by 1985.
Given the Chase projections for the
United States, our Bureau has forecast a
continued good recovery for the Montana
economy this year and next. Demand for
at least some of Montana’s major basic or
export products is increasing. And in our
latest Survey of Consumer Sentiment, we
found that Montanans are more
optimistic about the economy than they
have been for some time. A majority
thinks now is a good time to make major
purchases such as houses, automobiles,
and major household items. By 1985,
total labor income in Montana — our

Table 4
Changes in Labor Income, Basic Industries
Gallatin County
1979-1983
C h a n 9*

1979
T ota l
A g r ic u ltu r e
N o n fa r m in d u s tr ie s

1983*

Dollars Percent

101,153
4,822
96,331

99,663

3,332

NA
NA
3.5

27,914
16,835

21,794
16,669

-6,120
-166

•21.9
-1.0

37,471

46,971

9,500

25.4

14,111

14,229

118

0.8

NA
NA

NA
NA

M in in g ,
m a n u fa c tu r in g .
ra ilr o a d s
T o u r is m a n d tr a d e
M on ta n a S ta te
U n iv e r s it y
F ederal
govern m en t

Sources: U.S. Bureau of Economic Analysis and Bureau of
Business and Economic Research. University of Montana.
'Preliminary.

Figure 3
Changes In the Nonfarm Economic Base
The Bozeman Area and Gallatin County
1979-1983

Sources: U.S. Bureau of Economic Analysis and Bureau of Business and
Economic Research. University of Montana

proxy for GNP — should have climbed
back to the 1979 level after taking
inflation into account.
As I noted earlier, the Bozeman area
economy currently is in better shape than
the state economy. Total nonfarm labor
income in this area last year was equal to
the 1979 figure. As in the state as a whole,
cash receipts from farm marketings were
substantially lower.

The econom ic base
The future of the area economy, of
course, depends upon what happens to
the industries which make up its
econom ic base. T h e outlook for every
retailer and professional person, everyone
w ho provides services to businesses or the
general public, is closely tied to the future
of these basic or export activities (table 6).
Let’s look first at agriculture.
Unfortunately, there is not much reason
to expect significant improvement in the
next few years. Prices aren’t likely to rise
much. Perhaps the best news on the farm
front is that the rate of increase in farm
production costs has slowed.
For the state as a whole, we think farm
income may increase slightly in 1984 and
1985. It still will be lower than in 1979,
after adjustment for inflation. We think
farm income in this area may follow a
similar pattern. That means agriculture is
not likely to contribute significantly to
area growth over the next two years.
If the Bozeman area economy is to
expand this year and next, the growth
will have to occur in the nonfarm base.
T h e most obvious source of nonfarm
growth is Montana State University.
Enrollment growth at the University has
slowed in recent years, and Montana
University System projections call for no
increase in enrollment over the next few
years. This doesn’t mean University
payrolls will not grow, but it does
suggest, if the projections are correct, that
growth may be quite modest.
Federal government payrolls were
about the same in 1983 as in 1979. It’s
hard to think of any reason for them to
do more than hold their own in the
present econom ic and political
environment.
That leaves the private nonfarm base —
mostly mining, manufacturing, railroads,
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trade and tourism. If any substantial
growth or improvement is to occur in the
Bozeman area in the next few years, one
or more of these industries must provide
the basis for that growth.
T h e m ining industry in this area
consists mostly of talc production. T alc
has many uses. It is an ingredient in
products such as paper, paint, cosmetics,
plastics, rubber, and ceramics. High
quality talc deposits are rather rare, but
there are several in Madison County and
two major companies operate mines
there. Production was curtailed in 1982
and began to com e back in 1983. So far
1984 looks like a very go od year and the
industry thinks 1985 may be good also.
Over the longer run, there may be the
possibility of a new talc mine in Madison
County. According to the Montana
Bureau of Mines and Geology, serious
exploration efforts are underway.
T h e most important manufacturing
industry in the Bozeman area is wood
products. It was devastated by the
recession, but it came back last year and
this year looks prom ising also.
We don ’t know when or if employment
and income will return to 1979 levels.
The stud mill at Livingston is shut down
and some small sawmills and log home
plants may not reopen.

Table 5
Economic Trends for the
U.S. Economy
Real GNP
Inflation (CPI)
Interest rates
(90 day T-bills)
Housing starts
(millions)

1983
+3.3%
+3.2%

1984
+5.4%
4.9%

1985
+2.7%
+5.6%

8.6%

9.1%

10.4%

1.70

1.85

1.52

Source: Chase Econometrics (February 22,1984).

Table 6
The Bozeman Area Outlook
1984 and 1985
• Agriculture: possible small increases in net income
• Mining: increased activity expected
• Wood products: prospects good for 1984, reasonably good
for 1985
• All other manufacturing: moderate increases anticipated
• Railroads: little change in employment
• Travel and tourism: prospects good as economic
conditions improve in Montana and the United States
• Montana State University: modest increases in total
payrolls
• Federal government: not likely to expand
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“The Bozeman area could well see a further growth of small
manufacturing firms. The amenities of the area . . . obviously
are attractive to managers and entrepreneurs ”
Given these closures and the limited
supply of timber in this area, we don’t
consider wood products a growth
industry. However, it will continue to be
an important part of the economic base.
The mobile home plant at Belgrade
also felt the impact of the housing bust.
And while the market is improving,
management doesn’t expect to return to
1979 employment levels this year or next.
There are several other manufacturing
plants in the Bozeman area.
The cement plant at Trident was closed
for several months in 1983 and
production was curtailed again in
January and February of this year. The
mine and plant are back in operation and
if construction activity holds up, the
plant will continue to produce at
reasonably high levels. The industry
suffers from domestic overcapacity and
competition from imports.
Employment in the electronics industry
plummeted in 1982 and remains low
today. It is increasing, although it’s not
likely to return to the 1979-1981 figures
anytime soon.
Other small manufacturing industries
in the area — some "high-tech” and some
not — have done very well in recent years.
I mentioned that their payrolls, while
small, increased by a large percentage
between 1979 and 1983. They were a
healthy, stabilizing influence.
The Bozeman area could well see a
further growth of small manufacturing
firms. The amenities of the area plus the
presence of the University obviously are
attractive to managers and entrepreneurs.
Those who fear a miniature Silicon
Valley in the Gallatin Valley can relax,
however. That simply isn’t goin g to
happen anytime soon. There are still the
disadvantages of distance, of small size,
and a limited labor force. In spite of some
fascinating success stories, the growth of
new manufacturing activities in the area
— high tech or otherwise — is likely to be
relatively modest and easy to absorb. It
also is likely to be more rapid than in
other parts of the state. Prospects for this
kind of growth represent a plus for the
Bozeman area.
I have already mentioned the large loss
in railroad payrolls, centered in Park
County. The worst should be over; we

6

hope the Livingston area can look
forward to some stability for the next few
years. Small increases over 1983 in tourist
activity and wood products could help
local businesses this year.
I noted earlier that tourism and travel
activities provided slightly more labor
income in 1983 than in 1979. The term as
we have defined it includes income
generated through spending by visitors
from outside the area and by students
who receive money from outside the area.
If University enrollment remains about
the same, income generated by student
spending won’t increase much. Travel
and tourist activity seems to offer more
opportunity for growth. As the number of
affluent American households grows,
more people will travel. The Bozeman
area |||as a major destination center in
Montana — will benefit. Resort operators
are generally optimistic and working to
promote new recreational programs.
A new convention center almost surely
will materialize some time in the near
future. It will add to the area’s ability to
attract visitors. That ability, of course, is
enhanced by the presence of the
University and its programs, all of which
attract a good many people to Bozeman.
What does all this add up to? It adds to
some moderate growth in the economic
base over the next two years, in mining,
manufacturing, tourism and trade, and
Montana State University. It means the
Bozeman area will continue to be heavily
dependent on the University, but perhaps
slightly less so in 1985 than in 1983.
It suggests moderate increases in
population and in the demand for
consumer goods and services. It means
construction activity should continue at a
good pace. It means Bozeman will remain
one of the better places in Montana to be
in business.
There are some other reasons why I like
Bozeman as a business location. They
have to do with changes in the consumer
market, with middle age and affluence,
and the Bozeman population.

Changing Consumer Markets
During the 1970s, there was tremendous
growth in the number of households
throughout the United States. In the
Bozeman area the increase amounted to
42 percent — 6,500 new households
between 1970 and 1980. Many of these
households were young; the baby
boomers born in the 1950s were coming
of age. The average household size
declined. Many of the new households
consisted of a single person — young
people were striking out on their own
and soaring divorce rates contributed to
single living. Because young workers
usually earn relatively low wages, many
of the new households were in the lower
income brackets. The more affluent
households often had more than one
worker.
These new young households created a
demand for apartments and household
goods, automobiles, fast food, and
youthful clothing. Retailers and others
properly catered to this group.
But times change. During the next ten
years, the total number of households
will grow more slowly. There will be
fewer new young households. There will
be a very large increase in the number of
households headed by persons 35 to 54
traditionally the most affluent age group.
The proportion of households with two
or more earners will continue to grow.
The average household size will remain
small. We are goin g to have a lot of new
babies in the next few years — an echo of
the baby boom, if you will — but the
boomers will not have as many children
as their parents did. That suggests a
higher income per household member.
So even though overall national
economic growth is expected to be only
moderate, demographic changes suggest a
rapid expansion in the number of high
income households and the demand for
discretionary goods and services. They
also suggest changes in consumption
patterns. The tastes of America’s baby
boomers are changing as they grow older
and more affluent, but they are quite
different from the tastes of their parents.
The new middle-aged Americans are
interested, for example, in products that
relieve household drudgery, that help

The Bozeman Area Economy in 1984/Afaxme C. Johnson

“The Bozeman area has a very high proportion of college
graduates and a high percentage o f professionals and managers.”
maintain good physical condition, that
promote self-improvement and instant
gratification, and that are associated with
gracious living.
M iddle-aged and affluent
All of this has particular significance for
the Bozeman area business community.
As a University town, Bozeman will
always have a young population and an
important youth market. But it is not a
market which will grow much in the next
few years. On the other hand, the over
thirty segment of the Bozeman consumer
market — the more affluent segment —
will be growing and changing.
Because of this I want to present some
information about Bozeman area
households and families from the 1980
Census. Even though the Census was
taken four years ago, the information I
will use still is relevant. Some of it only
recently became available (table 7).
You will notice that table 7 refers to
households and to families. They are not
the same.
A household consists of one or more
persons occupying a housing unit. A
family consists of two or more persons
related to one another by birth, marriage,
or adoption. There are many student

households in Gallatin County and they
play an important econom ic role. But in
this discussion I want to emphasize the
adult, nonstudent population. By
concentrating on families, rather than
households, we are dealing mostly with
the nonstudent group.
Let’s look at the characteristics of the
affluent American family and relate them
to Bozeman area residents. There are two
com m on definitions of affluent families:
those with incomes of $50,000 or more
and those with incomes of $35,000 or
more. I have chosen the $35,000 figure
because I believe the typical small family
in Montana with that income does have
at least some discretionary income. That
is, there is something left for luxuries and
the good life after making the
expenditures necessary to maintain a
satisfactory standard of living. Also, the
family income figures in table 7 are for
1979. An incom e of $35,000 a year then
was a pretty good income in Montana.
T h e most affluent American families
are headed by persons in the 35-to-54 age
group. Because of the concentration of
college students in the Bozeman area, the
proportion of 35-to-54 year olds is smaller
here. If University students were
eliminated from the calculation, then the

T a ble 7
T h e B ozem an Area Population
in 1980
The
S ta te

Percentage of population
aged 35-54
20.5
Percentage of persons over
25 years of age with 4 years
or more of college
17.5
Percentage of work force in professional or managerial positions
22.6
Percentage of families with two
or more earners*
56.8
Percentage of households with
property income*
39.9
Total number of households
285,034
Family households
158,456
Number of households with
incomes over $35,000*
26,363
Family households
23,966
Percentage of total
11.5

The
B ozem an
A rea

G a lla tin
C o u n ty

M a d is o n
C o u n ty

P ark
C o u n ty

18.3

17.1

22.3

20.6

24.8

30.5

15.5

13.7

23.4

26.0

17.9

16.6

62.0

65.9

59.4

52.0

40.7

43.5

37.1

33.7

22,057
15,297

14,963
10,165

2,109
1,562

4,985
3,570

1,831
1,713

1,390
1,293

117
117

324
303

11.2

12.7

7.5

Source: U.S. Bureau of the Census.
*1979.

MONTANA BUSINESS QUARTERLY/Summer 1984

8.5

area would have a normal age
distribution of around 20 percent of its
1980 population in those age groups.
Affluent families tend to have two
earners. Both the husband and the wife
are employed. Two-thirds of Gallatin
County families had two or more earners
in 1979; in the three-county area, 62
percent were in that category. Those
percentages are significantly higher than
the state figure of just under 57 percent.
Affluent families are more highly
educated than the population at large and
they are more likely to be employed as
professionals or managers. The Bozeman
area has a very high proportion of college
graduates and a high percentage of
professionals and managers.
Affluent families often have income
from property, in addition to earnings
from participation in the labor force. In
this case, we don ’t have figures for
families, but we have them for
households. Forty-one percent of all area
households and 43.5 percent of Gallatin
County households reported having
property income. The comparable figure
for the state was about 40 percent.
Given these figures, it’s not surprising
that Gallatin County has a significantly
larger percentage of families with
incomes of $35,000 or more than the state
as a whole. The figures are 12.7 percent
for Gallatin County and 11.5 percent for
Montana. The percentages for Madison
and Park counties are considerably lower.
There may be ranchers in those two
agricultural counties, however, who have
substantial assets even though their
incomes in 1979 were less than $35,000.
Altogether in 1979 some 1,800
households and 1,700 families in the
Bozeman area — mostly in Gallatin
County — qualified as affluent; that is,
they had incomes of $35,000 or more.
Some recent projections for the United
States suggest that in 1990 the number of
households with incomes equal to
$35,000 in 1980 dollars may be 60 percent
higher and by 1995 the numbers may
have doubled, after taking inflation into
account.
Incomes in Montana may grow more
slowly than in the United States over the
next ten years, but clearly we can expect a
large increase in the number of affluent
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“The Bozeman business community has much to feel confident
about. This area will be one of the more rapidly grow ing parts of
the state.”
households and families, statewide and
especially in the Bozeman area.

Some implications
The wise business person serving the
consumer will be alert to these changes.
Most of these households will be middleaged and well-educated. The wives will
be employed. They will have money to
spend, and good marketers will capitalize
on the opportunities these affluent
consumers present.
The new affluent, middle-aged
consumers will be more sophisticated
than their parents. They will travel, their
tastes will be broader, and they will be
more demanding. They are likely to
exhibit new interest in living well.
Products which suggest sophistication
and status may appeal to them. For
many, price will not always be the
primary consideration. Convenience and
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Table 8
Goods and Services Which May Enjoy
Increased Demand Over the Next Ten Years
• Appliances which offer technological advances and
convenience
• Audio and video electronics
• Personal services promising personal enrichment or
improved skills
• Goods and services related to physical fitness
• Sporting equipment and recreational vehicles
• Education and travel
• Housing
• Furniture and other household goods
• Children's clothing and toys

customer service will be important,
because affluent working families place a
premium on reducing time spent on
household operations.
Market analysts suggest that goods and
services such as those listed in table 8 will
be in increasing demand by the affluent
consumer over the next ten years.

It seems to me the Bozeman business
community has much to feel confident
about. This area likely will be one of the
more rapidly growing parts of the state.
Montana State University provides
stability and a strong youth market. And
the area’s adult population will grow in
affluence and purchasing power.
These circumstances really do not exist
to the same degree in any other Montana
area. Because of this, I continue to view
the Bozeman area as a promising place to
do business.

Maxine C. Johnson is professor of
management and director o f the Bureau o f
Business and Econom ic Research, School o f
Business Administration, University o f
Montana, Missoula.

The Bozeman Area Economy in 1984/Maxine C. Johnson

E v e ry weekend during the warmer
months of the year, thousands of
Montanans converge on backyards and
garages in order to sell goods they no
longer use and to purchase used goods
for a fraction of their original cost. The
event is commonly referred to as a
“garage sale”1and its popularity
represents an opportunity for all to
participate in a grassroots commercial
and social function. Buyers and sellers
come together in an informal
atmosphere to make non-taxed
transactions, earn non-reported income,
participate in the bargaining process,
engage in inexpensive “shopping
sprees,” and socialize with other
members of the community.
The popularity of garage sales, both in
Montana and throughout the United
States, is profound. Based on the results
of a Bozeman survey, we estimate that in
1982 Montanans spent an estimated $6.5
million at garage sales. Well over half

the residents of the state attended garage
sales, and over 12 percent of Montana’s
households went so far as to operate
garage sales. In Bozeman, the number of
garage sales advertised in the Friday
editions of the city’s newspaper grew
from 201 per year in 1975 to 634 in 1979
and to 1,150 in 1982. Th is represents a
nearly six-fold increase in seven years.

Previous Research
Despite this rise in popularity, the
garage sale has been studied very little
with respect to its econom ic and social
impacts. T h e popular, general literature
relating to garage sales contains several
"how-to” articles o f a largely anecdotal
nature focusing on how garage sales may
be operated, or shopped most effectively.
From an analytical perspective, however,
the garage sale has remained a
phenomenon about which surprisingly
little is known. The follow ing discussion

The Garage Sale:
A Growing
Distribution
System

James L. Brock

summarizes the available published
research on the topic.
Grimm and Spalding urged in 1976
that current theories of distribution
channels were inadequate to explain,
am ong other things, “garage sales and
flea markets” as well as other resellers
who specialize in used merchandise.2 A
1978 article in Business Week
commented on the fast growth of the
“underground econom y” and expressed
concerns about the magnitude of
unreported (and thus untaxed) income
that Americans earn each year;3 garage
sale revenues are, of course, untaxed. In
an investigation of another littleresearched form of non-store retailing,
Greenberg, et. al., studied street peddlers
in New York City and found that they
operate within a highly organized
infrastructure of suppliers, largely ignore
summonses for peddling violations, and
can have a significant negative economic
impact on small specialty retailers in
neighborhoods where peddlers are
common.4
The only empirical research effort
devoted exclusively to the garage sale is
an exploratory study reported by Dovel
and Healy in 1977. Many of their specific
findings will be compared with the
results of the present research at several
points in the general discussion to
follow. Overall, they concluded that the
garage sale continues to grow in
popularity, that it has become a popular
social and commercial event in suburban
‘The garage sale is here defined as a non
recurring sale by a private party or parties to
which the public is invited. It includes such
titles as: "porch sale,” “basement sale,” "yard
sale,” "moving sale,” and "estate sale.” It
also can include the "rummage sale,”
although typically this consists of
merchandise donated by individuals to a non
profit organization for the purpose of
accumulation and sale. This research does
not address the “rummage sale” per se.
zJim L. Grimm and James B. Spalding, Jr.,
“Is Channel Theory Lacking?” in Charles W.
Lamb, Jr. and Patrick M. Dune, eds.,
Proceedings o f the Second AM A Theory
Conference (Chicago: American Marketing

Association, 1980).
’"The Fast Growth of the Underground
Economy,” Business Week, 13 March 1978,
73, 74, and 77.
"'Jerome Greenberg et al., “The Itinerate Street
Vendor: A Form of Nonstore Retailing,”
Journal o f Retailing, 56 (Summer 1980): 6681.
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“Based on the results of a Bozeman survey, we estimate that in
1982 Montanans spent an estimated $6.5 m illion at garage sales/'
America, and that “the principal
orientation is that the sale is fun — a
place to socialize — and to dispose of
unwanted items.”5They suggested that
subsequent research address the types of
products most likely to be sold at garage
sales (in an effort to determine whether
retailers who sell these products might
revise their marketing strategies) and
examine the need for local legislation on
garage sales. Our research investigated
both of these areas to some extent.
The primary focus was the nature of
garage sales, the people who operate and
patronize them, and their impact on the
economy of Montana. Questions central
to our investigation were:
• How rapidly is the garage sale
phenomenon growing in Montana?
• How many dollars are exchanged at
garage sales?
• What proportion of the population
participates in operating and
patronizing garage sales? Do these
people possess distinguishing
demographic characteristics?
• What types of items are sold and
purchased at garage sales?
• T o what extent are retail sales of
new merchandise affected by
consumer shopping at garage sales?
During the summer of 1981, mail
questionnaires were sent to all persons
advertising garage, moving, or rummage
sales in the Bozeman newspaper during
the month of June. Later, in February
and March of 1982, an extensive
questionnaire was administered to a
sample of households chosen at random
from the Bozeman telephone directory.
This survey was designed to examine
garage sale patronage and behavior. The
results of these two efforts are reported
here.

5Thomas D. Dovel and Denis F. Healy, “The
Garage Sale: A New Retailing
Phenomenon?” in Henry W. Nash and
Donald P. Robin, eds.. Proceedings: Southern
Marketing Association 1977 Conference
(University, Mississippi: Mississippi State
University), 164-167.
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Garage Sale Operators
Mail questionnaires were sent to all
individuals who advertised garage,
moving, or rummage sales in the
Bozeman Daily Chronicle during June of
1981. Questionnaires were mailed early
in the week following the advertised sale,
with a follow-up to nonrespondents
approximately three weeks after the
initial mailing. Ultimately, 101 of 159
questionnaires were returned, a response
rate of over 60 percent. In spite of this
impressive response rate, it should be
noted that people whose garage sale
immediately preceded a move from the
area were possibly underrepresented
because of problems associated with mail
forwarding and the general chaos which
typically accompanies a move.
The survey of garage sale operators
addressed three broad areas: 1)
motivations for holding and attitudes
about garage sales; 2) garage sale
planning and strategies; and 3) levels of
satisfaction with the outcome of the
garage sale. In addition, demographic
background questions were posed in
order to facilitate data classification.
O f the 159 names supplied by the
newspaper, 145 could be identified with
respect to gender; 94, or nearly twothirds, were female. Also, a very large
proportion (nearly 90 percent) of the
respondents were female. It appears that
organizing and operating garage sales is
primarily undertaken by women and, to
a lesser extent, by both husband and wife
in a household.

Motivation
Even in the recessionary times of 1981,
noneconomic factors dominated the
motivation to operate a garage sale.
Table 1 reveals the weighted averages of
responses to the question: “Why did you
have a garage sale?” Over half the
responses were “to get rid of needless
belongings” or “to clear space in my
house.” One-fourth were “to raise cash”
or “to raise cash quickly.”
Respondents also were asked why they
thought people patronized garage sales.
The two most popular responses, “to
find needed things,” and “to find cheap
things ’ indicate a very pragmatic

perception of garage sale patrons.
Indeed, 82 percent of the sample reported
being garage sale patrons themselves,
with about one-fourth attending garage
sales seven weekends or more annually.
In the study by Dovel and Healy, 70
percent of sale operators interviewed had
themselves patronized a garage sale in
the previous year.

Sale experiences and strategies
Almost half the respondents were
holding their first garage sale, whereas
22 percent reported that they hold one or
more garage sales yearly. While one-third
reported that only their single household
had been involved, the remainder
reported the participation of two or more
households.
With respect to the size of the sale,
only 6 percent reported having fewer
than 50 items for sale, while over onethird reported offerings in excess of 200
items. The single most expensive item
per sale ranged from $2 to |750, with a
median value (asking price) of $75. Eight
respondents reported gross sale revenues
under $50 and an equal number reported
revenues of over $600; overall, the
median revenue generated was $200.
Median estimated attendance was 75
people, with seven respondents
indicating attendance in excess of 200
people.
Only 2 percent of respondents reported
having been unwilling to negotiate (i.e.,
reduce) prices, while at the other extreme
one-fifth said they had negotiated every
time they had been asked. These findings
compare favorably with those of Dovel
and Healy, who wrote: “Virtually
everyone negotiates to some degree or
another with most operators com ing
down in price as much as 25 percent and
with more than a third w illing to g o to
as much as the 50 percent off mark.”6
Promotion of garage sales is primarily
through newspaper ads and signs at or
near sale locations. In the current study,
of course, all respondents had advertised
their sales in the local daily newspaper
(as that was the source of the survey
sample), while 86 percent also put up
signs. Dovel and Healy found that 84

6Ibid., 166.
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“Even in the recessionary times o f 1981, noneconom ic factors
dominated the motivation to operate a garage sale.”
percent of the garage sale operators they
interviewed had advertised their sale in
local newspapers and that 89 percent had
used neighborhood and house signs.

Sale outcome
In terms of outcome, 87 percent of the
respondents reported being either "very
satisfied” (43 percent) or "satisfied” (45
percent) with the overall outcome of
their recent sale. A similar proportion
(85 percent) reported being either “very
satisfied” or "satisfied” with the
financial aspects of their sale with
roughly equal proportions falling into
both sub-categories. (It should be noted
that the items asking for overall and
financial satisfaction appeared at
opposite ends of the questionnaire
instrument, suggesting that even though
financial motives ranked comparatively
low as reasons for having the sale, there
is nonetheless a strong association
between overall satisfaction and financial
satisfaction.) T h e most popular reason
given for overall satisfaction with the
garage sale was the large amount of
merchandise sold. T h e major reason for
dissatisfaction was low customer turnout;
13 percent reported being either
“dissatisfied” or “very dissatisfied” with
the overall outcome of their sale.
Over 90 percent of respondents said
they "definitely” or "probably” would
hold another garage sale in the future. In
comments describing how they felt about
their recent sale, about a fourth reported
surprise at how successful it had been,
and one-fifth some surprise that their
household "rejections and other cheap
stuff” had sold. Table 2 summarizes
responses to a question asking garage
sale operators to share their feelings
about the outcome of their sale.
Cross-tabulations indicated that, in
general, households in which the chief
wage earner was a blue-collar worker
were most likely to be dissatisfied
(“dissatisfied” or “very dissatisfied”)
with both the financial outcome of their
sale (25 percent vs. 15 percent for the
sample as a whole) and the overall
outcome of their sale (25 percent vs. 14
percent). Respondents who reported
having a single household sale (i.e., the
involvement of only their household)
also were slightly more likely to have

m ,

been dissatisfied with the financial
outcome of their sale (23 percent) than
the average for the sample as a whole (15
percent). A related finding is that those
who had relatively fewer items for sale
also were more likely to be dissatisfied.

Garage Sale Patronage
During February and March 1982,
telephone interviews were conducted
with a sample of households selected at
random from the Bozeman area
telephone directory (586- and 587prefixes, with no evident commercial
affiliation). Interviews were conducted by
senior students in a marketing research
class at Montana State University after
training sessions in telephone
interviewing methods. Ultimately, 214
complete or mostly complete interviews
were obtained.
Although there may be problems in
generalizing about the population at
large from a sample of published
Table 1
Reasons fo r operatin g a garage
sa le * . . .
To ge t r id o f n eed less belon gin gs
To cle a r household space
To ra is e cash
Moving (changing residences)
To ra is e cash qu ick ly
Other

37*
211
20*
17*
6*
1*

Respondents were asked to rank the reasons If
more than one was given. The percentages showi
are weighted averages.
Note: Percentages do not to ta l 100 because o f
round Ing.

Table 2
Garage sale o pe ra to rs' fe e lin g s about
the outcome o f t h e ir sa le . . .
Surprised a t the s a le 's success
Surprised th a t "cheap s t u f f " sold
Surprised th a t c lo th in g d id n 't s e ll w e ll
Surprised th a t patrons a rriv e d e a rly
F e lt the sa le was a s o c ia l experience
F e lt the sale was a lo t o f work
Other

232
202

122

82
82
42
242

Note: Percentages do not to ta l 100 because o f
round In g .

Table 3
Frequency o f garage sa le patronage
during 1981 . . .
One or two weekends
Three to fiv e weekends
Six to fifte e n weekends
Fifteen or more weekends

36%
35%
16%
in

telephone subscribers, these were
considered minimal for this particular
study. With one exception, there is
nothing to suggest that nonsubscribers
or persons whose numbers do not appear
in the published directory behave
differently than others with respect to
garage sale patronage. Th is exception is
the possibility that recent arrivals to an
area, whose telephone numbers are not
in the published directory, may be
disproportionately active garage sale
patrons as they furnish and equip their
new residences.
Respondents were asked questions
about garage sale attitudes and
motivations, shopping behavior (e.g.,
planning, price negotiations, etc.),
attendance at other “non-typical”
shopping events (e.g., flea markets,
auctions, etc.), and family and household
demographics.
Two-thirds of the respondents were
women, a reflection of the fact that they
are more likely to be garage sale patrons.
(If whoever answered the telephone
had not attended garage sales in 1981,
interviewers were instructed to ask if
another adult member of the household
who had attended a sale was available
for the interview). Two-thirds of those
female respondents had actually attended
garage sales during 1981, while less than
half of the male respondents had.
Almost three-fifths of the total sample
reported attending garage sales during
1981. Frequency of patronage was
measured in units of "weekends,” since
preliminary research had revealed few
people can estimate confidently the
actual number of sales attended in even a
recent time frame. With the exception of
those who spontaneously stopped at a
garage sale while enroute to do
something else, most garage sale patrons
attended at least two sales each time they
engaged in garage sale shopping
behavior. Frequency of garage sale
attendance by those w ho patronized such
sales is reported in table 3.
Other attendance-related findings
suggest that, by far, Saturday was easily
the most preferred day to attend (84
percent) followed by Friday (about 12
percent).

Note: Percentages do not total 100
because o f rounding.

MONTANA BUSINESS QUARTERLY/Summer 1984

11

“If we apply the data from this Bozeman-based study statewide,
then approximately 57.9 percent of the state’s 296,000 households
spent an average of at least $37.50 at garage sales during
1981____i
Motivation
The most popular reason for attending
garage sales was to look for bargains
(about 40 percent) followed by “ to look
for specific items” (one-fifth), “curiosity”
(13 percent), “to look for antiques” (onetenth), and "because it is fun” (8
percent). Dovel and Healy reported that
in their study, bargain seeking and
“because it is fun” were the two most
popular motivations for attendance.

Items sought and purchased
Items most sought by garage sale patrons
are listed in table 4. Note the proportion
of respondents who said they were not
looking for anything in particular,
suggesting both browsing behavior and
what has been referred to as “novelty
drive” — the motive to search for new
and novel experiences in shopping.7
The most frequently purchased items
were appliances, children’s things (toys,
infant clothing, etc.), and clothing (table
5).

It is interesting to note that the most
frequently sought specific item —
appliances — also ranked first as the
most frequently purchased, and that
children’s things, clothing, and furniture
also figure prominently in both tables 4
and 5. Respondents also were asked if
they had looked for items at garage sales
that they did not find and that they
ultimately purchased at a retail store in
1981; over a fourth of the garage sale
patrons in the sample reported that they
had.

dollar category suggested by the
interviewer; rather, that category was
defined as “more than $100.” The
median expenditure during 1981 is
estimated at $37.50 (the center point of
the $25 to $50 category in which the
median fell). The mean expenditure can
be estimated to be at least that amount.
A relatively few garage sale patrons
appear to account for the majority of
total expenditures as two-thirds of all
patrons reported spending less than $25
at garage sales during 1981.

Legal concerns
Respondents also were asked whether
they felt there should be a local
ordinance that limits the number of
garage sales a household may have, or
one that requires sale operators to
remove signs advertising their sales as
soon as they are over. Results indicate
that a large majority (89 percent) of
those questioned oppose limiting the
number of garage sales. However,
respondents said they favor prompt

Table 4
I terns most sought by
garage s a le patrons . . .
A ppliances
Fu rni ture
C h ildren 's th in gs
Antiques
C lothin g
Sports equipment
(in clu d in g b ic y c le s )
Other
"Nothing s p e c i a l "

15%
m
13%
11%
9%
7%
16%
15%

Sale expenditures
It is difficult to arrive at a figure for
average expenditures at garage sales for
two reasons. First, respondents were
asked during February and March to
estimate their total expenditures at
garage sales during the preceding year.
This figure is probably difficult to
estimate with any precision. Second,
there was no upper bound to the highest
'Del I. Hawkins, Kenneth A. Coney, and
Roger A. Best, Consumer Behavior:
Implications for Marketing Strategy (Dallas:
Business Publications Inc., 1980), 310-311.
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Table 5
I terns most fre q u en tly purchased
by garage s a le patrons . . .
A ppllances
C h ild ren 's th in gs
C loth in g
Books and records
T ools
Furni ture
Sp orts equipment
(in clu d in g b ic y c le s )
Other
Note: Percen tages do not to ta l
100 because o f rounding.

28%
H%
11%
10%
8%
8%
3%
19%

removal of signs; 72 percent agreed that
signs advertising garage sales should be
removed as soon as the sales are over.

Garage sale patron profile
Table 6 summarizes the data
characterizing "typical” garage sale
patrons. Examination of the table reveals
that, in general, patrons are female, shop
with others, shop mainly on Saturdays,
and search primarily for “bargains.” In
addition, we found that the “heavy user”
is more likely to plan garage sale
shopping behavior, more likely to arrive
before the official “start time” of a
garage sale, more likely to rely on the
local daily newspaper for all information
about garage sales, and more likely to
have participated in operating garage
sales than the typical patron.
A profile characterizing the "heavy
user” garage sale patron (one who
attended garage sales 15 weekends or
more in 1981) shows that this patron, in
comparison with other patrons,
• spent over $100 at garage sales in
1981,
• was more likely to arrive at a garage
sale before the official opening time,
• was more likely to plan his or her
route or garage sale visits,
• was more likely to get information
about garage sales exclusively from
the local daily newspaper,
• was more likely to have participated
in holding a garage sale during
three years before the survey,
• was more likely to belong to a
household where the chief wage
earner is a blue-collar worker, and
• was more likely to shop garage sales
on Fridays.
Respondents also were asked about
participation in other “non-typical”
shopping activities, such as flea markets,
auctions, second-hand stores, etc. While
these findings are interesting in and of
themselves, they are particularly
revealing when garage sale patrons are
compared with non-patrons. Our survey
shows that people who attend garage
sales are statistically far more likely than
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“The most frequently purchased items were appliances, children's
things, and clothing ”
non-patrons to engage in these other
“non-typical” shopping activities.

Some Conclusions
Examining the mail and telephone
surveys together affords a few additional
insights. First, in the patronage study of
the general population, 44 percent
reported willingness to negotiate prices
to some degree. Given this, and the fact
that only 21 percent of the garage sale
operators cited monetary objectives as the
primary reason for h olding their garage
sale, patrons apparently enjoy greater
negotiating latitude than they realize.
This is particularly apparent in light of
patron^’ dominant motive of looking for
bargains.
In their research, Dovel and Healy
found similar results, reporting that sale
operators are more w illing than patrons
to haggle over price, and that thus
“. . . it would appear that shoppers are
more conservative than operators expect
them to be.” They further state:
“Shoppers again probably could
negotiate further than they presently do
before meeting heavy resistance. . .”8 It is
possible that the single price policy in
American retailing tradition has
conditioned even garage sale patrons
into accepting the asking price of used
merchandise. Whatever the reason,
patrons clearly could satisfy their
dominant bargain-seeking motive by
haggling over price more than they do.
There also appears to be a core of
“heavy users” who both attend and
operate garage sales. In the (mail) survey
of garage sale operators, about a fourth
of those who were holding their first
garage sale reported that they themselves
had attended garage sales seven or more
weekends per year, while 45 percent of
those who reported operating one or
more sales per year said they attended
seven or more weekends per year. In the
(telephone) survey of garage sale
patronage, of those reporting attending
six or more garage sales during 1981,
almost three-fourths indicated they had
participated in operating one or more
garage sales in the previous three years.

8Dovel and Healy, “T h e Garage Sale: A New
Retailing Phenomenon?,” 167.

Impact of garage sales on traditional
retailers
If we apply the data from this Bozemanbased study statewide, then
approximately 57.9 percent of the state’s
296,000 households spent an average of
at least $37.50 at garage sales during
1981, yielding a conservative estimate of
$6,426,900. T h e Survey of Buying Power
estimates that in 1981 statewide sales in
Montana for general merchandise and
fumiture/appliances (the two product
categories most represented at garage
sales) were $369,692,000 and $207,876,000
respectively, for a total of $577,568,000.®
Thus, a rough estimate is that slightly
over 1 percent of total dollar purchases
for general merchandise, furniture, and
appliances were made at a garage sale.
Since garage sale items typically sell for
a fraction of their original price, the
proportion of total products purchased
at garage sales is considerably higher,
but not likely to exceed 5 percent,
assuming garage sale prices to be onefifth to one-fourth of new product retail
prices.

Thus, on one hand, the impact of
garage sales on traditional retailers is
small, or even negligible. On the other
hand, about 17 percent of the total
telephone sample respondents (i.e., the
general population), and almost 30
percent of garage sale patrons reported
shopping at garage sales six or more
weekends per year. Further, recall that 27
percent of all patrons reported having
searched first at garage sales for items
which, not finding, they subsequently
purchased at retail stores during 1981.
Obviously, consumers often d o find
items at garage sales which they do not
subsequently purchase at retail stores.
There should be little question that for
the “core” o f moderate and heavy users,
the garage sale is an important source of
merchandise, most particularly
appliances, clothing, and children’s
things.

J a m e s L. B r o c k is a ssista n t p r o f e s s o r o f
m a rk etin g , S c h o o l o f B u sin ess, M o n ta n a State
U n iversity, B ozem a n .

9" 1982 Survey o f Buying Power,” S a le s a n d
M a r k e tin g M a n a g e m e n t, 26 July 1982, C-118G119.

Table 6
A p r o f i l e o f th e t y p ic a l
g a r a g e s a l e p a tron . . .
Sex
Male
Fema1e

3k%

66%

Shops
Wi th f r ie n d s
A lone
Wi th sp o u se

3^1
27%
19%

Shops
On Satu rdays
On o th e r days

8A%
16%

Shops
For b a r g a in s
For fun
For v a r ie t y

The author wishes to acknowledge the
assistance
of
the Bozeman
Daily
Chronicle in conducting this study, and
also thanks MSU students Kathy Ross,
Dan Taylor, and Mark Wiedhaas and
faculty member Jim Larsen for their
help.

W

16%
9%

P lan s r o u te s and which
s a le ( s ) t o a tten d

7k%

D i s l i k e s the amount o f
"Junk" f o r s a le

37%

N ote: S u b t o t a ls may n ot add to
100 due t o roun d in g and the
o m is sio n o f m is c e lla n e o u s
r e sp o n se s.
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FORECASTING MONTANA’S ECONOMY
Jean H. Watanabe

the specific problem being considered.1
As a forecasting system. Economics
Montana may not be appropriate for
evaluating the economic implications of
specific projects or policies. For example,
a complete analysis of the impact of a
new coal mine or other major facility
could not be assessed using the
Economics Montana forecasting system.

An Introduction to
Economics Montana
A s the U.S. and Montana economies
recover from the recent recession, there
has been increased interest in the
strength of the recovery. National
economic indicators are front page news.
Changes in interest rates, the national
debt, unemployment, and inflation rates
are common discussion items. Both
public and private sector decision makers
have become acutely aware of the
importance of good economic
information, especially under uncertain
conditions.
Trends in the national economy are
monitored constantly. Current statistics
are released by various government
agencies and other sources. Forecasts of
future economic trends in the U.S.
economy are available from a number of
sources. For Montana, however,
economic forecasts have not been readily
available.
The Economics Montana forecasting
system was established to improve the
level of information available for making
decisions about Montana’s economy. It
will provide useful data about current
and future economic conditions in the
state. This information will include
forecasts of economic indicators for the
state as well as estimates of current
economic indicators and demographic
characteristics for the state and some
multi-county regions.
Economics Montana was funded by
the 1983 Montana Legislature and is
administered by the Montana
Department of Commerce. Although
headquartered at the Bureau of Business
and Economic Research at the University
of Montana, economists from Montana
State Univerity, Montana Tech, various
state government agencies, and private
industry are important contributors to
the project. The project began July 1,
1983.
14
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Nature of the forecasts for Montana
Economics Montana will provide
forecasts of a few easily interpreted
economic indicators: population,
income, and employment. Forecasts will
be made for two or three years into the
future; these represent short-run forecasts
of the Montana economy.
National economic conditions are
assumed to be the major determinant of
short-run trends in all sectors of the
Montana economy. This does not mean
that characteristics particular to the state,
such as its natural resources or
geographic features, are unimportant.
These factors are crucial in the long run,
but they change very little from one year
to the next, and for practical purposes
may be assumed to be constant in the
short run.
The Economics Montana forecasts are
designed to provide specific information
about Montana’s future economic trends.
However, it is the government official,
business person, or other user who must
interpret the information and apply it to

The short-run forecasts for Montana are
based on projections for the U.S.
economy. National economic conditions
influence the Montana economy in two
ways. National economic trends affect
the state’s basic industries, which in turn
lead to changes in Montana’s derivative
industries. Also, certain national trends
may directly influence the state’s
derivative industries. For example,
employment and wage policies of a
nationwide retail chain may affect
derivative earnings and employment in
Montana without first affecting the
state’s basic industries. Though
Montana’s economy differs from the U.S.
economy in several ways, changes in the
state s economy closely follow changes in
the nation’s economy.
The forecasting models of the
Economics Montana system incorporate
the historic relationship between the
Montana and U.S. economies. We
assume these historic relationships will
continue over the short-run forecasting
period. These relationships are
summarized in terms of equations
estimated from the most recently
available data for Montana and the
United States.
National forecasts by Chase
Econometrics, a national forecasting firm,
are the basis for our Montana forecasts.
The Chase forecasts summarize the U.S.
economic outlook associated with
assumptions about national monetary
policy, fiscal policy, and other critical
determinants of the economy. This sets
the scene for making projections of
economic activity in Montana. Chase

‘See Paul E. Polzin, "Understanding
Econom ic Forecasts,” Montana Business
Quarterly, Spring 1984, 5-6.

Econometrics also provides the detailed
forecasts for specific variables that are
required for the Montana forecasting
model.
As the national forecasts are updated
and revised, so are the Montana forecasts
periodically revised. However, it should
be noted that our forecasting approach is
one of continual re-evaluation of
assumptions and results by the
economists participating in the process.
In the final analysis, the forecasts
represent the knowledge and judgment
of these economists. A detailed
description of the models is available
from the Bureau of Business and
Economic Research.

The economic indicators
The Economics Montana forecasting
system is still in its development stage.
Annual forecasts currently available
include personal income, nonfarm wage
and salary employment, and total state
population.
The components of personal income
are nonfarm labor income by major
sector; farm income; dividends, interest,
and rent; and transfer payments. The
major sectors for which labor income,
employment, and labor income per
worker are forecast include mining,
construction, manufacturing,
government, and all other industries.
Forecasts for the w ood and paper
products industry, which is part of the
manufacturing component, are also
provided. Demographic characteristics of
the state population and selected multi
county regions are also available. T h e
next phase in the development of the
forecasting system will focus on
quarterly forecasts of the state’s broad
economic indicators.
Starting with this issue of the
Montana Business Quarterly, we will
regularly feature reports on the latest
Economics Montana forecasts.

The Forecasts for
1984— 1986
hat will the next two and a half
years mean for Montana’s economy? We
are nearly halfway into the decade and
have just begun to see a shift in direction
of the state’s economy. Signs of
Montana’s econom ic recovery began late
in 1983. Based on the most recent
forecasts from the Econom ics Montana
system, the econom ic outlook for
Montana in 1984 is relatively rosy. All of
the econom ic indicators for the state are
projected to increase significantly. In
fact, Montana’s economy is projected to
grow faster in 1984 than at any time
since the prerecession peak in 1979.
In the lon g run, we expect the
Montana economy will finally regain its
prerecession peak levels of activity by
1985. The recent recession in Montana
has been unusually lon g and severe
because a number of permanent closures
and jo b reductions occurred in our basic
industries. Since 1979 there has been:
• the shutdown of the Milwaukee
Road
• the closure of primary metal
refineries in Anaconda and Great
Falls
• cessation of all m ining by The
Anaconda Company in the Butte
area
• the loss of a large sawmill and
plywood plant in Missoula
• reduced railroad employment due to
reorganizations and improved
efficiency.
These are permanent losses and these
jobs will not return with the economic
recovery.
In light of all this, what will happen
to the economy in the future? This
article is the first of a regular series of
reports on the Economics Montana
forecasts provided by the Montana
Economic Reporting and Forecasting
System. We will examine the forecasts
for Montana and the national economic
assumptions which serve as the basis for
the Montana forecasts. In this way, we
hope to shed some light on current and
future econom ic conditions in the state.
We will begin by discussing the
forecasts for the short run, 1984. Then
we will address the projections of
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econom ic activity for the United States
and Montana for 1985 and 1986. The
U.S. forecasts were prepared by Chase
Econometrics. As noted on page 14, the
forecasts for Montana are based on these
national forecasts.

The short-run national outlook
Before we can talk intelligently about
Montana’s econom ic outlook, we must
first put things into perspective by
examining the forecasts for the nation’s
economy. Chase Econometrics projects
the current econom ic recovery to
continue through 1984.
Table 1
E con om ic T rends for the
U.S. E con om y
1983

1984

1985

1986

Real GNP, percent
change

3 .3 *

5-4*

2.7k

3-lk

Inflation (CPI),
percent change

3-23!

4.9k

5.6k

6.3k

Interest rates,
(90-day, T-bllls)

8.6%

9-ik

10.4k

9 .0k

Housing sta rts
(mi 11ions)

1.70

1-85

1.52

1.76

Source:

Chase Econometrics (February 1984).

As shown in table 1, the forecasts for
U.S. econom ic indicators suggest that
1984 may be a banner year. The
inflation-adjusted Gross National
Product (GNP), which measures the total
production of goods and services, is
projected to increase by 5.4 percent in
1984. The projected 1984 growth is
greater than the 3.3 percent increase
experienced in 1983, and well above the
long-run historic trend. Interest rates and
inflation may begin to edge upward
toward the end of the year but when
compared to the figures of just a few
years ago, the projections for both are
relatively modest. Finally, Chase
Econometrics projects 1.8 m illion new
housing starts for the United States in
1984; this is the highest figure since
1978.

The short-run Montana outlook
The 1984 outlook for Montana’s
economy is also optimistic. Unlike 1983,
when the recovery in Montana lagged
behind that of the United States, the
Economics Montana forecasts show the
state’s economy expanding in 1984 at
about the same rate as the nation.
The Economics Montana system
currently forecasts three general
econom ic indicators which gauge the
overall performance of the state’s
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economy. They are nonfarm labor
income, total personal income, and
nonfarm wage and salary employment.
Each indicator measures a different
component of the economy, and they
may not have identical trends. But, taken
together, these three indicators provide
an overview of Montana’s economic
conditions. Also, these indicators may be
compared to their national counterparts
in order to evaluate the state’s
performance relative to the rest of the
country.
Nonfarm labor income. Nonfarm labor
income consists of the wages and
salaries, proprietors’ income, and certain
fringe benefits of all working persons,
except those working on farms and
ranches. In other words, it is the labor
income of all working persons (except
those in agriculture) engaged in the
current production of goods and services,
and is sometimes called nonfarm
participation income. Farms and ranches
have been excluded because of the
significant year-to-year fluctuations in
net agricultural income, mostly due to
market conditions. In order to correct for
inflation, the figures for nonfarm labor
income have been converted to constant
1982 dollars. The comparisons made in
this discussion will use constant dollars.
Nonfarm labor income is a
particularly useful index of economic
conditions because it measures payments
to workers; in most areas there is a high
correlation between economic activity
and the amount of labor required to
produce it. In other words, changes in
nonfarm labor income provide an
approximate equivalent for changes in
GNP, a statistical series not available for
Montana. The figures must be
interpreted with caution, however. For
example, the growth rate of nonfarm
income may overstate the actual increases
in total economic activity because
increasing productivity often leads to
wages rising faster than output and
production.
Nonfarm labor income, our indicator
for economic activity, is projected to
show an increase of about 5 percent for
1984. Compared to the 1.3 percent
increase experienced in 1983, 1984 figures
represent a significant improvement.
Nonfarm labor income shown in table 2
is forecast to reach $5,250 million (1982
dollars). This level is still $50 million
(1982 dollars) below nonfarm labor
income received by workers in 1979.
Nonfarm labor income in the nation is
projected to rise 4 percent in 1984, about
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1 percentage point less than in Montana.
This suggests that in 1984 the Montana
economy will increase at about the same
rate, or perhaps slightly faster, than the
U.S. economy.
Total personal income. Personal
income is the income received by
Montanans. It includes labor income,
transfer payments, and dividends,
interest, and rents. Personal income does
not include personal contributions for
Social Security, and has been adjusted
for persons who work in one state but
live in another.
The ability of Montanans to buy
clothing, food, automobiles, and other
items is closely related to their incomes.
Therefore, the projections of total

personal income may be of particular
interest to those concerned with
consumer spending and well-being.
The position of consumers is forecast
to improve in 1984. Total personal
income corrected for inflation for
Montana is projected to grow by nearly 5
percent. Forecasts of total personal
income for Montana are shown in table
2. Total U.S. personal income is forecast
to increase by a little over 5 percent.
At the national level much of the
economic recovery of last year was fueled
by increases in consumer purchases. Pent
up demand accumulated over the
recession years, pushing up sales for
houses, home furnishings, and cars. Even
though total U.S. personal income

Table 2
Personal Incom e by Major Com ponent
Montana
Actual and Projected as of 3-15-84
(Millions of Dollars)
A c tu a l

F o re ca st

1979

1980

1981

1982

1983

1984

1985

1986

T o ta l p e rs o n a l income
C u rre n t d o lla r s
1982 d o ] la r s

6,0 2 4
7,6 1 0

6,591
7 ,5 5 9

7,357
7,781

7,6 7 3
7,6 7 3

8,0 3 5
7 ,7 3 0

8,7 6 3
8,1 0 3

9,481
8,3 3 2

10,359
8 ,6 2 0

Labor 1ncome
C u rre n t d o lla r s
1982 d o lla r s

4,3 8 9
5,5 4 5

4,6 7 0
5,3 5 6

5,0 6 3
5.3 5 5

5 .1 5 2
5,152

5,4 0 7
5 ,2 0 2

5 ,9 2 7
5,481

Farm Income
C u rre n t d o lla r s
1982 d o lla r s

6 ,3 3 5
5 ,5 6 7

6 ,8 6 5
5,7 1 3

195
247

249
286

280
296

217
217

214
205

250
231

270
237

290
241

Nonfarm la b o r income
C u rre n t d o lla r s
1982 d o lla r s

4,1 9 4
5,2 9 9

4,421
5,0 7 0

4,7 8 4
5 .0 6 0

4 ,9 3 5
4,9 3 5

5 ,1 9 4
4,997

5,6 7 7
5 ,2 5 0

6 ,0 6 5
5 ,3 3 0

6 ,5 7 5
5,4 7 2

M in in g
C u rre n t d o lla r s
1982 d o lla r s

195
247

234
269

323
341

290
290

226
217

240
222

260
229

C o n s tru c tio n
C u rre n t d o lla r s
1982 d o lla r s

280
233

367
463

363
417

349
369

366
366

382
367

432
400

417
366

M a n u fa c tu rin g
C u rre n t d o lla r s
1982 d o lla r s

437
363

493
623

485
556

506
536

463
463

Wood and paper
p ro d u c ts
C u rre n t d o lla r s
1982 d o lla r s

508
488

559
517

602
529

652
543

216
272

200
229

209
221

181
181

Government
C u rre n t d o lla r s
1982 d o lla r s

209
201

228
21)

235
206

253
210

888
1,122

954
1,094

1,034
1,094

1,110
1,110

1,1 8 6
1,141

A l l o th e r In d u s tr ie s
C u rre n t d o lla r s
1982 d o lla r s

1,263
1,168

1.355
1,191

1,462
1,217

2,251
2 ,8 4 3

2 ,3 8 5
2,7 3 5

2,571
2,7 2 0

2 ,7 0 5
2 ,7 0 5

2.8 9 3
2 ,7 8 3

3,1 8 2
2 ,9 4 3

3,431
3.0 1 6

3,7 4 5
3,1 1 6

-296
-3 7 4

-322
-369

Non 1a b o r 1ncome
C u rre n t d o ll a r s
1982 d o lla r s

-3 7 3
-3 9 5

-395
-3 9 5

-420
-404

-470
-4 3 4

-508
-447

-555
-462

1.930
2 ,4 3 9

2,2 4 3
2.5 7 3

2,6 6 7
2,821

2 ,9 1 6
2 ,9 1 6

D iv id e n d s , in t e r e s t ,
and r e n t
C u rre n t d o lla r s
1982 d o lla r s

3 ,0 4 8
2,9 3 2

3 ,3 0 5
3 ,0 5 6

3 .6 5 5
3,212

4 ,0 4 9
3,3 6 9

1,109
1,401

1,272
1,458

1.564
1,654

1,680
1,680

T ra n s fe r payments
C u rre n t d o ll a r s
1982 d o lla r s

1,718
1.653

1,8 9 8
1,756

2 ,1 2 0
1,863

2 ,3 8 5
1.985

822
1.038

972
1,114

1,103
1.167

1.236
1,236

1,3 3 0
1,280

1,406
1,301

1,535
1,349

1,664
1,385

A d ju s tm e n ts t o la b o r income3
C u rre n t d o lla r s
1982 d o lla r s

In c lu d e s re s id e n c e a d ju s tm e n ts and d ed uct

Io n o f p e rs o n a l c o n t r ib u t io n s t o S o c ia l S e c u ril

The Forecasts for 1984-1986//ean H. Watanabe

increased in 1983 at half the rate that is
forecast for 1984, the change was enough
to stimulate consumer spending last
year.
Montana experienced an increase of
less than 1 percent in total personal
income in 1983. Th is indicates that
increases in consumer spending in
Montana may have lagged behind the
U.S. pattern. T h e 5 percent increase
forecast for 1984 may mean significant
increases in consumer spending in
Montana during this year.
Nonfarm wage and salary
employment. Nonfarm wage and salary
employment includes all jobs held in
Montana except those in agriculture and
the self-employed (which includes farm
and ranch proprietors). Employment
measures an economy’s ability to provide
jobs for its residents. Even though
nonfarm wage and salary employment
does not cover all employment, it
provides a reliable indicator of short-run
changes in the labor market and job
opportunities in the state.
For 1984, total nonfarm wage and
salary employment as shown in table 3 is
forecast to increase by 3.3 percent in
Montana. Th is rate compares favorably
to the U.S. rate of 3.6 percent. The total
number of nonfarm wage and salary jobs
is projected to increase by 9,000. This
would bring the state’s total to about
281,000 jobs. The increase is distributed
over a wide variety of industrial sectors.
This suggests jo b opportunities across a
variety of occupations.

The U.S. outlook 1985-1986
As we lengthen the time horizon and
examine the econom ic outlook beyond
1984, the crystal ball becomes more
cloudy because of increased uncertainty.
Factors that were fixed for 1984 become
variable when we consider 1985 and
1986. For example, the expiration dates
of certain crucial union contracts and the
tax laws will not change during 1984,
but have not yet been set for 1985 and
1986. Consequently, the longer-run
forecasts must be interpreted very
cautiously because of these increased
uncertainties.
For 1985-1986, Chase Econometrics
anticipates an overall slowing of the
growth of the economy. With rising
federal deficits coupled with a relatively
tight monetary policy constraining the
growth of the money supply and rising
interest rates. Chase forecasts a slowdown
in the U.S. economy in 1985. For 1986 a

5S£

Table 3
Nonfarm W age and Salary Em ployment by Major C om ponen t
Montana
Actual and Projected as o f 3-15-84
(Thousands of Jobs)
---- Act : u a l ---

scast —

1979

1980

1981

1982

1983

1984

1985

1985

283.9

280.4

281.8

273.7

284.5

287.4

8.8

11.5

7.1

Construction

12.1

1 3 .0

7-7
10.8

2 7 .0

13.3
23.2

7.5
11.8

Manufacturing

14.5
24.2

9-3
13.4

272.3
7.0

281.2

7.7
15.6

20.6

21.5

23.0

11.8

10.0

9.6

8.0

9.9

10.8

23.3
10.4

23-5
10.6

66.9
164.8

170.7

67.5
174.4

177.9

Total employment
Mining

Wood and other products
Government
All other industries

70.1

70.2

69.3

67.4

163.5

162.7

164.5

163-0

moderate improvement in the economy
is forecast. Gross National Product is
projected to increase by 2.7 percent in
1985 and 3.1 percent in 1986.
Chase Econometrics also forecasts
inflation to increase to about 6 percent
per year by 1986. Forecasts for new
housing starts in the United States are
projected to drop to 1.5 m illion for 1985
and then rise to about 1.8 m illion in
1986.

The Montana outlook 1985-1986
Nonfarm labor income. The forecasts for
Montana for 1985 and 1986 follow the
projected national trends and reflect a
slow ing of the economy. T h e growth
rate in nonfarm labor income is
projected to slow to 1.5 percent for 1985
and then increase moderately to 2.7
percent for 1986. T h e forecasted decline
in the 1985 rate of growth of nonfarm
labor income, our proxy for GNP, is of
particular concern for Montana when
compared to the 3.3 percent increase
projected for the United States.
Forecasts for 1986 indicate econom ic
activity im proving in Montana relative
to the nation. Projected growth in
nonfarm labor income for Montana
nearly reaches the 3.0 percent increase
forecast for the United States.
Total personal income. Total personal
income for both the nation and Montana
is projected to grow more slowly in
1985. Montana’s total personal income is
projected to increase by 2.8 percent in
1985. The U.S. increase is 3.4 percent for
that year. Montana’s total personal
income is forecast to increase at a
moderate rate in spite of the small
increase in nonfarm labor income. The
increase in nonlabor income (which
includes transfer payments and
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67.3

67.4

dividends, interest, and rent) will help to
bolster total personal income for the
state.
For 1986 the state’s total personal
income is projected to increase by about
3.5 percent, the same rate as in the rest of
the country. T h e increased income for
Montana consumers may translate into
improved retail sales for retailers.
Nonfarm wage and salary
employment. Accompanying the
forecasted decline in econom ic activity
for 1985 is a significant slow ing in the
growth of jo b opportunities in Montana.
Total nonfarm wage and salary
employment is projected to increase by
about 1 percent for 1985 and 1986. Total
U.S. employment is also forecast to
increase at much lower rates, 2.3 percent
in 1985 and 1.8 percent in 1986.
In summary, the long-run outlook is
that both Montana and the United States
will experience slower growth during
1985. In 1986, conditions are projected to
improve. But, as we mentioned earlier,
the long-run forecasts must be viewed
cautiously because of the uncertainty
concerning a number of crucial factors.
We will be revising our long-run
projections as conditions change and
further information becomes available.
Jean H. Watanabe is a research associate with
the Bureau o f Business and E conom ic
Research, Sch ool o f Business Administration,
University o f Montana, Missoula.

The Econom ics Montana project is under the
direction o f Paul E. Polzin, Bureau research
associate and professor o f management. In
addition to Jean Watanabe, Bureau research
assistant Jim Sylvester also works on the project.
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1 he travel industry means big business
in Montana. It holds a respected place as
one of Montana’s important basic
industries. Its gross receipts —
representing expenditures of both
nonresident and resident travelers for
business and pleasure — amount to
nearly a billion dollars each year. With
careful planning, it will remain a viable
and growing economic force well into
the future.

The industry nationwide
In a time of nationwide economic
uncertainty, the travel industry stands
out as a growth industry, and the latest
figures confirm its contribution to our
economic well-being. Last August,
Nation’s Business stated that “Tourism
has emerged as the second largest service
industry in America and the second
largest private employer.”1
Other trends in relation to travel and
tourism point to healthy growth as well.
Employment statistics are especially
encouraging. Tourism provides full- and
part-time jobs for an estimated 6.8
million Americans and, even as the
unemployment rate rose in 1982,
employment in tourism increased by 1.6
percent over the previous year.2
The Travel Industry Association of
America has an "unabashedly
enthusiastic” outlook for the future. In
1983, travel receipts nationwide were up
by 9.9 percent, and all indicators point
to even better figures for 1984. Experts at
the Travel Industry of America’s Travel
Outlook Forum predicted that “Travel
should increase significantly as
Americans take to the road to satisfy
their pent-up wanderlust.’.’3
Statistics presented at the Forum, held
last December, support this optimistic
outlook. Total hotel revenues should
increase 9-12 percent in 1984, according
to John Rohs, vice president of research
for Wertheim and Co., an investment
banking firm. Eating and drinking
establishments will see a 9 percent
increase in sales, said National
Restaurant Association research director
Susan Mills. David Humphreys,
president of the Recreation Vehicle

• Bob Gatty, "The Travel Industry Picks up
Speed,” Nation’s Business, August 1983, 36.
2Ibid.
’Travel Industry Association of America,
“Travel Will Increase in 1984, Experts Say,”
Newsline, January 1984, 1.
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Industry Association, revealed that R-V
sales were up 40 percent in 1983.4
Like travel, the business of recreation
is showing growth across the nation.
Recreation, which can be considered a
component of the larger travel/tourism
industry, includes activities such as
fishing, hunting, skiing, camping, and
backpacking.
A study completed by the Outdoor
Recreation Policy Review Group in 1983
found outdoor recreation to be more
important today to the American public
than ever before, and cited the following
statistics to support that claim:
• Sales of sporting goods and other
recreation equipment and products
now top $244 billion annually.
• The general public has more
disposable and discretionary income
than ever before.
• There are 42 million more
Americans living now than 20 years
ago, and these people are taking
advantage of the outdoors in everincreasing numbers.
• Studies projecting outdoor
recreation participation have fallen
4Ibid, 4.

far short of actual participation
data, especially in the areas of
boating, swimming, walking,
fishing, and camping.
In addition to other findings, the study
concluded that “Outdoor recreation is a
major component of the national
economy . . .; consumer purchases and
private sector investments in outdoor
recreation provide jobs and contribute to
economic recovery.”5
Outside magazine reports that
spending on recreation is actually rising
faster than consumer spending as a
whole, and employment in recreation
fields is growing faster than in any other
industry.6
On a national scale, then, the travel
industry, including the recreation part of
that industry, is big business. And, the
industry is healthy and growing.

Tourism in Montana
But what can be said about the health of
’Outdoor Recreation Policy Review Group,
Outdoor Recreation for America,”
Resources for the Future, Inc., 1983, 3.
6Bruce Ingersoll, “Th e (Outdoor) Sporting
Life,” Outside, April/May 1980.
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tourism in Montana? Can we be
satisfied that tourism is doin g as much
for our state as it seems to be doing
elsewhere?
The travel industry in Montana is the
second-largest basic industry employer.
An estimated 20,000 full-time equivalent
jobs can be attributed to travel. During a
typical vacation day in Montana, a
visitor might encounter scores of workers
employed in tourism, including the
breakfast waiter, service station
attendant, ski lift operator, park ranger,
hotel clerk, and bartender.
While it is true that many of these
jobs pay relatively low wages and may be
part-time or seasonal, they are very
important to many Montana workers
and to the state’s economy. The travel
industry’s public and private sectors are
attempting to reduce seasonality by
marketing Montana as a four-season
vacation and conference destination.
The number of visitors to our state
appears to have increased at a gradual
rate over the last decade. Both 1973 and
1979 were difficult years for Montana’s
travel industry. During those years
gasoline prices rose rapidly due to
problems in the Middle East, and

Montana felt the sting. Subsequently,
travelers adjusted to fuel prices, and
when the fuel price environment was
stable, they took to the highways and
flyways once again. Since 1981,
Yellowstone National Park has averaged
nearly 2.5 m illion visitors each year, and
Glacier Park went over the 2 m illion
mark in 1983 for the first time, a 32
percent increase over 1982.
Visitor numbers are obviously closely
correlated to visitor expenditures. A
study of the econom ic impact of all
travel — for pleasure and business —
completed in 1980 revealed that
approximately 3.5 m illion nonresidents
came to Montana in 1979 and spent
nearly $500 million. Resident travel
expenditures in 1979 amounted to
another $400 million. C om bining
resident and nonresident components,
travelers and tourists spent almost $1
billion in Montana in 1979. That
spending supported about 20,000 jobs
and led to $172 m illion in earnings for
Montana workers.7
As on the national scene, all signs
point to a healthy and grow ing Montana
recreation industry. T h e Department of
Fish, Wildlife, and Parks reports that the
state’s nonresident fishing license sales
are second-highest in the nation. In
1982, the last year for which statistics are
available, Montana sold 337,344 fishing
licenses to nonresidents. Visitation to our
national parks has been steady and
appears to be increasing. The 1982-83 ski
season revealed a 3-4 percent increase in
skier days for downhill ski areas. All of
Montana’s major ski areas are
undergoing expansion, and m illions of
dollars in improvements were completed
in 1983-84 in anticipation of increased
usage. Visitation to designated
wilderness areas also continues to be on
the increase.
The present status of tourism and
recreation can be summarized as follows:
• Both nationally and in Montana,
the travel industry is a major
employer.
• In Montana, gross travel receipts
approach $1 billion and net income
to industry workers, $172 million.
• Population trends suggest positive
growth potential; demand far
outdoor recreation vacations is
outpacing projections.
7Bruce Finnie, “Travel and Tourism in
Montana,” Montana Business Quarterly,
Winter 1980, 14.
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• Fuel prices on a national and
international level have a strong
influence on growth in the travel
industry.

The outlook
All of Montana’s basic or export
industries are influenced to some extent
by world and national events. Industries
such as agriculture, mining, and wood
products are captives of world market
prices and interest rates. Travel and
recreation can be affected by
international events which may cause
fuel prices to increase.
Nevertheless, the outlook for the future
of travel and recreation in Montana is
good because Montana can influence the
market in the travel arena by building
upon factors which increase the state’s
visibility and desirability as a place to
visit. By increasing awareness of
Montana as a desirable vacation
destination through public and private
promotional efforts, we can attract more
travelers to our state. And, by creating
occasions for tourists to visit here, we
can influence the length of their visit
and thus the amount of money they
spend here.
All of this activity can be
accomplished only through careful and
strategic planning. Increasing the
number of visitors to Montana without
changing our infrastructure (hotels,
campgrounds, recreation sites, etc.) to
accommodate them is at best foolish and
at worst counterproductive for all
concerned. So planning our tourism
future is of utmost importance.
However, it should be emphasized that
tourism is no econom ic panacea. T o
expect tourism to solve our state’s
econom ic woes is not realistic. Rather, it
is best to view tourism as one of the
many eggs in our econom ic basket,
alongside agriculture, mining, and
timber. A diversified economy is
infinitely superior to one which depends
on only one industry or asset. Montana,
in supporting and encouraging tourism,
as well as our other industries, is
working toward creating a strong
econom ic future for itself for many years
to come.

John Wilson is director o f the Montana
Prom otion Division at the Department of
Commerce, Helena. Julie Davies is publicity
coordinator for the Prom otion Division.
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Montanans Say
Fix the Deficit,
but Not at
Our Expense
Nicole Flemming

E ditor’s Note: The federal deficit issue
has been in the national spotlight for
some time now, yet the problem is not
goin g away, and indeed, is growing
worse. As the follow ing Montana Poll
results point out, Montanans are
concerned about the deficit, but they,
like many other Americans, don’t appear
inclined to make many personal
sacrifices to alleviate the problem.
This reluctance on the part of
Montanans prompted a couple of
editorials in two state newspapers after
the Poll results were released in March.
And they made some valid points.
Basically, the editorials reminded us that
we can’t have our cake and eat it, too.
“No matter how hard our
congressmen try, be they Democrat or
Republican, cutting the deficit without
incurring the wrath of their constituents
borders on the impossible,” said one
editorial. The other commented:
“Everyone, it seems, wants the
government to be fiscally responsible,
but preferably at somebody else’s
expense. ”
With the number of social and
political considerations attached to the
deficit issue, coming up with the plan to
solve this country’s financial woes
probably will be the easy part. Selling
the plan to Montanans and other
Americans may be much tougher.
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^ lo n ta n a n s would like to curb the
ballooning federal budget deficit, but not
if it means a hike in federal income taxes
on individuals or cutting into Social
Security, Medicare, and Medicaid,
according to the March 1984 Montana
Poll.
The Poll found that Montanans favor
few definitive steps to slow down the
deficit. Yet Montanans’ opinions seemed
to echo those of other Americans
nationwide, if other public opinion polls
are any indication.
Measures to cut the deficit that met
with approval from those polled
included (table 1):
• trimming defense spending increases
(65 percent in favor vs. 29 percent
opposed)
• slowing down increases in
retirement benefits for federal
employees (55 percent in favor vs. 32
percent opposed)
• raising federal taxes on businesses
and corporations (61 percent in
favor vs. 30 percent opposed)
But sentiment changed dramatically
when proposals to cut the deficit hit
closer to home — and the wallet. For
example, although those polled favored
increased federal taxes for businesses,
support weakened when asked whether
they would favor the increased taxes if it
translated into possibly higher prices for
the consumer. When Montanans
responded to this question, only 47
percent favored higher taxes for
businesses, and 40 percent were opposed.
Montanans didn’t like the idea of
raising taxes on oil and gasoline to curb
the deficit, either. Over half (59 percent)
were opposed to the increase, while 33
percent favored the higher taxes.
The strongest reactions, however, came
when those polled were asked about
changes in politically touchy areas such
as Social Security, social programs, and
particularly federal income taxes for
individuals.
Montanans turned thumbs down on
the idea of slowing down increases in
Social Security benefits, with 68 percent
opposed and only 26 percent in favor. A
similar proportion was against spending
less on social programs such as
Medicare, Medicaid, and public
assistance. In this case, 64 percent were
opposed to cutbacks in these programs,
while 25 percent favored the decreases.
Even more Montanans said no to the
idea of raising federal personal income

THE
MONTANA
POLL
The Montana Poll is cosponsored by
the Great Falls Tribune and the Bureau |
of Business and Economic Research,
University of Montana. The quarterly
Poll, conducted by the Bureau and
directed by Susan Selig Wallwork, is
based on a minimum of 400 telephone
interviews with Montanans aged
eighteen and older. The interviews are
conducted by Bureau interviewers from
its offices on the University campus in
Missoula. Telephone numbers are
randomly generated by computer, using

taxes as a means to reduce the deficit.
Almost three out of four Montanans
polled said they opposed higher taxes,
and 20 percent said they favored them.
Interestingly, when those polled were
asked specifically about a 10 percent
increase in federal income taxes, there
was slightly less opposition. Sixty-one
percent said they opposed a 10 percent
tax hike, while 29 percent favored it. A
few Montanans said they would favor the
increase, but only if they could be
assured that it would g o specifically
toward paring down the deficit.
Poll results indicated that on a
nationwide scale, Montanans shared the

the Bureau’s random digit sam pling
program, and the interviewers then use a
second random sam pling procedure to
select the person in the household to be
interviewed. This procedure eliminates
interviewer choice in selecting the
respondent and assures selection of a
representative sample.
Distribution o f the sample based on
age, sex, residence, employment status,
and income compare favorably with
available data on the state population
and, thus, the P oll results are considered
to be representative o f M ontana’s actual
adult population.
As with all sample surveys, the results
of the Montana P oll can vary from the
opinions of all Montanans because of
chance variations in the sample. With a
minimum statewide sample of 400, the
overall results are subject to a margin of
error o f five percentage points either
way, 95 percent o f the time, because of
chance variations. That is, if one talked
to all Montanans with phones during
the survey period, there is only one
chance in twenty that the findings would
vary by more than five percentage points.
Findings for smaller groups of
respondents within the overall sample
(subsamples based on age, sex, residence,
income, etc.) are subject to a somewhat
higher margin of error, which would
vary depending on the size o f the
respective subsamples.
Of course, Montana Poll results could
also differ from other polls because of
differences in the exact wording of
questions, different interviewing
| methods, and differences in when the
| interviews were conducted.

u s __________________________

opinions of other Americans. A
nationwide poll conducted by Louis
Harris and Associates early in 1984 also
found vast majorities against raising
federal personal income taxes or cutting
spending on Social Security and other
social programs to remedy the deficit
problem. Raising federal taxes on
corporations was one of the only
proposals that seemed acceptable to
Americans across the board.
Even when faced with a problem as
economically threatening as a large-scale
budget deficit, Montanans couldn’t agree
(continued on page 23)

E m p loy m en t in Montana has been
increasing in recent months as the
recovery continues and seasonal job
opportunities open up. Nevertheless, a
good many Montana households were
still feeling the pinch of unemployment
in early March. Am ong the almost
300,000 households in the state, about
one in ten had an unemployed member
in March, according to the latest
Montana Poll.
Som e Montanans with jobs were
working part time because they couldn’t
find full-time work. Others were
working at more than one jo b to make
ends meet.
T h e Montana Poll, conducted by the
Bureau of Business and Econom ic
Research and cosponsored by the Great
Falls Tribune, surveyed 427 adult
Montanans about their employment
status in early March 1984.
In households where someone was
unemployed, there was usually someone
else in the household working at the
time. Only 3 percent of the households
had all working-age members
unemployed and looking for work.
Very few heads of households found
themselves unemployed and looking for
work at the time of the Poll. Two-thirds
were employed, and another 30 percent
were not in the labor force (primarily
retired persons or students).
Am ong all adult Montanans (over the
age of seventeen), about two-thirds were
in the labor force in March — that is,
they were either employed, unemployed
and looking for work, or temporarily
laid off. Am ong adult males, at least 80
percent were in the labor force,
compared to about 56 percent of adult
females in the state. Yet, while the labor
force participation rates for males and
females differed, their employment rates
did not — in each case, almost all of
those in the labor force (easily nine in
ten) were employed at the time (table 1).
‘‘M oonlighting’’ — working at more
than one jo b — appears to be more
com m on in Montana than in other parts
of the United States. Am ong those
employed at the time of the Poll, about 9
percent were working at two or more
jobs, compared to an estimated 5 percent
nationally.
Twenty-two percent of Montana
workers reported being employed at parttime jobs (less than 35 hours per week),
but only about half were doing so by
choice. The rest indicated they could

The Montana
Employment
Situation
in March 1984
Susan Selig Wall work

only find part-time work or their jobs
did not require full-time work (without
indicating whether that was their
preference).
Almost all male workers reported
working on a full-time basis. Am ong
female workers, about four in ten were
in part-time work.
In recent years, the numbers of
households and families with more than
one person employed have increased
markedly. Nationally, about 60 percent
of all husband-wife households had at
least two persons employed by 1982. In
Montana, almost half the husband-wife
households had at least two earners at
the time of the Poll.
Am ong all households in the state,
while about 75 percent had at least one
person employed, almost 40 percent had
two or more earners. Most of these
(almost eight in ten) were husband-wife
households.
Compared to one-earner households
and the population at large, the workers
in multiple-earner households are more
likely to work at white collar jobs, the
head of the household is more likely to
be middle-aged, and the household is
more likely to have an above-average
income (table 2).
At the time of the Poll, about six
respondents in ten in multiple-earner
households reported being employed in

21

white collar occupations. This category
includes managers, administrators, and
professionals as well as those in clerical,
sales, and technical and administrative
support occupations. Among all
respondents, only about four in ten were
employed in white collar occupations.
The same was true among those living
in one-earner households.
Multiple-earner households are also
more likely to be middle-aged — one in
three was headed by a person in the 4564 age group. By comparison, am ong all
households and one-earner households,
about one in four was in this age group.
For many people, the middle-age years
are the “empty nest” years. The children
are raised and wives may be entering or
re-entering the labor force. Also,
relatively more employed persons in this
age group are at the peak earnings level
of their established careers.
Thus, it’s not surprising that, among
multiple-earner households, about 39
percent had total incomes of $35,000 or
more in 1983. This compares to about a
fourth among all households and even
fewer (19 percent) among one-earner
households.

Susan Selig Wallwork is a research associate
with the Bureau o f Business and Economic
Research, School o f Business Administration,
University o f Montana, Missoula. She is
responsible for all Bureau survey research and
directs The Montana Poll. Nicole Flemming
is the Bureau’s assistant editor. Jim Sylvester,
Bureau research assistant, is responsible for
the Poll s computer program m ing and data
processing.

Table 1

Males
Labor force participation
of al1 respondents

82%

Employment detail of
employed respondents
Working at one job
Working at more than
one job
Full-time employment
(35 hours or more
per week)
Part-time employment

Al 1
Respondents

100%

100%

56%

67%

73%

18%

HI
jP

100%

100%

100%

92%

89%

9n

8%

11%

3%

6%

53%
h]%

78%
22%

63%
33%

Note: Percentage detail may not add to 100 due to rounding and
the omission of miscellaneous responses.

Table 2
One-Earner
Household
Occupation o f respondents
in household
White c o l la r occupation s
Blue c o l la r occupation s
S erv ice occupation s
Farming, fo r e s tr y , and
fis h in g
Not in the labor fo r ce
or unemployed
Age o f the head o f household
18
25
35
45
65

to 24
to 34
to 44
to 64
years

years
years
years
years
and o ld e r

Total household income (1983)
Under $15,000
$15,000 to $34,999
$35,000 and over
N o te :H
of S
l i l l i i f
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100%

In labor force
Emp1oyed
Not in the labor force

Females

t

A ll

Households

100%

100%

100%

40%

61%

38 %

9%

13%

8%

1%

10%

7%

29%

3%

36%

100%

100%

100%

9%
34%
25%
23%
9%

9%
28%
24%
34%
4%

8%
24%
19%
25%
22%

100%

100%

100%

36%
46%

13%
48%
39%

36%
40%
24%

14%

19%

*

M ultiple-Earner
Household

n0t add t0 100 1

13%

10%

*» ™ ™ "« 9 and the m i s s i o n

The Montana Employment Situation in March 1984/Susan S e lig W allwork

(continued from page 20)
on who or what was to blame for the
deficit problem. And they were only
somewhat more inclined to say that the
Republican Party is more likely to
reduce the deficit than the Democrats.
The question of who or what deserves
the blame for the deficit prompted at
least a dozen different responses. The
great majority of those polled, however,
associated the deficit problem with some
aspect of government — President
Reagan, the Democrats, or government
spending, for example.
But some Montanans said the deficit
problem isn ’t the result of just one event
or a political blunder of any one
particular president. Rather, the problem
began years ago and has simply been
shuffled from one administration to
another, becom ing more serious as time
passed.
Montanans looked toward the
Republican Party as being somewhat
more likely to reduce the deficit than the
Democrats. O f those polled, 37 percent
named the Republicans as more apt to
reduce the deficit, while 29 percent chose
the Democrats. Fourteen percent said
neither party was more likely to be
successful in reducing the deficit.

Recovery or No,
Montanans Still
Concerned about
Economic Issues
Nicole Flemming

A s of March 1984, Montanans still
weren’t convinced that the economic
recovery enjoyed by Americans
nationwide for the past several months
will last, and they regarded domestic
economic problems, particularly

sfflfc

Table 1
As a move t o reduce the fe d era l budget, would
you favor o r oppose . . .
Favor

Oppose

Don11
Know

. . trimming the proposed in cr e a se s in d e fen se
spending

65%

29%

6%

. . r a is in g fe d e r a l taxes on b u s in e sse s and
c o r p o r a tio n s

61%

30%

7%

. . in cr e a sin g the fe d era l taxes on b u sin esses
and c o r p o r a t io n s , even though the c o s t s
might be passed on t o the consumer in
h igh er p r ic e s

47%

40%

10%

. . slow in g down the in c r e a se s in retirem ent
b e n e fit s fo r fe d e r a l em ployees

55%

32%

12%

. . r a is in g ta x es on o i l and g a s o lin e

33%

59%

7%

. . slow in g down the in cr e a se s in S o c ia l
S e c u rity b e n e fit s

26%

681

5%

. . spending le s s on s o c ia l programs lik e
M edicare, M edicaid, p u b lic a s s is t a n c e , and
the lik e

25%

6n

5%

. . r a is in g fe d era l taxes on person a l incomes

20%

7*%

4%

. . paying 10 p ercen t more in fe d e r a l income
taxes (you rself)

29%

61%

5%

Note: P ercen tage d e t a il may not add to 100 because o f rounding and om ission o f
m iscella n eou s respon ses.

unemployment and the federal deficit, as
the most serious problems facing the
United States. These are some of the
conclusions from the latest Montana
Poll.
Montanans had little trouble naming
the most serious problems confronting
the United States, with over half of those
polled mentioning an econom ic issue.
A multitude of econom ic problems
were named, but most frequently
mentioned were unemployment and the
need for jobs (21 percent) and the federal
deficit (12 percent).
Other econom ic problems ranging
from interest rates to inflation to
econom ic stability were also named, but
in much smaller proportions. And
although econom ic problems were most
often cited as the country’s number one
woe, 14 percent of those polled were
concerned about nuclear war, the arms
race, or other defense-related issues.
Unemployment and the deficit also
topped the list of econom ic issues
Montanans said will influence their votes

MONTANA BUSINESS QUARTERLY/Summer 1984

the most in the upcom ing presidential
election.
Sixteen percent of those polled said the
unemployment issue w ould influence
their vote the most. Thirteen percent
cited the federal budget deficit, and
another 12 percent mentioned the
economy in general. Interestingly, a
substantial number (27 percent) said they
didn ’t know what econom ic issues might
influence their presidential vote. And a
few (2 percent) indicated that they don ’t
plan to vote.
Because econom ic concerns seem to be
uppermost in many Montanans’
thoughts, perhaps it’s not too surprising
that fully 42 percent of those polled felt
the national econom ic recovery will only
be temporary.
Over a third (35 percent) said the
recovery will last, but another 23 percent
said they didn ’t know whether the
recovery was permanent or temporary or
offered other comments. Several
Montanans in this category said there
hasn’t been any econom ic recovery.
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Bureau of Business and Econom ic Research
T h e Bureau of Business and Econom ic Research is the research branch
of the University of Montana’s School of Business Administration.
Located on the University of Montana campus at Missoula, the Bureau
has pursued research in business and economics for more than thirty years.
T h e Bureau’s purpose as a public agency is to serve the general public,
as well as business, labor, and government. T o meet this goal, the Bureau
is regularly involved in a wide variety of activities, including econ om ic
analysis, survey research, and forest industry research.
The Montana Econom ic Reporting and Forecasting System is the most
recent Bureau undertaking. When fully developed, this project will
provide current econom ic information for state and local areas plus
statewide forecasts of econom ic activity. The project is funded by" the
Montana Department of Commerce.
Local area analysis is the focus of the annual series of econom ic outlook
seminars, cosponsored by the respective Chambers of Commerce in
Missoula, Billings, Great Falls, and Helena.
The Montana Poll, a quarterly public opinion poll, questions
Montanans about their views on a variety of econom ic and other current
issues. It is cosponsored by the Great Falls Tribune.
T h e Bureau has recently published comprehensive analyses of the forest
products industries of both Montana and Idaho. T h e Forest Industries
Data Collection System, a census of forest industry firms conducted
approximately every five years, provides a large amount of information
about raw materials sources and uses in those states plus Wyoming. It is
funded by the U.S. Forest Service. T h e Montana Forest Industries
Information System collects quarterly information on the employment
and earnings of production workers in the Montana industry. It is
cosponsored by the Montana W ood Products Association.
Readers of the Montana Business Quarterly are welcome to comment on
the MBQ, request econom ic data or other Bureau publications, or to
inquire about the Bureau’s research capabilities.
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