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INTRODUCTION

In a highly industrialized nation like the United 
States, the economy is characterized by fluctuations 
of business activity that affect the policies of govern
ment, the operations of business, the welfare of labor, 
and the general well-being of every citizen. It is 
impossible to forecast these fluctuations by set formulas 
or mechanical means primarily because we have a free 
economy wherein decisions are made by free individuals. 
However, great strides have been made in the forecasting 
techniques that bear on the activities of the national 
economy, the industry, and the firm. To be able to 
anticipate without error business fluctuations would be 
to insure such economic security that business could be 
insulated against disastrous change and the most could be 
made of every opportunity to grow.. While progress Is 
being made in this direction, it is unlikely that perfect 
forecasting will ever be achieved.

Perfect economic forecasting will 
undoubtedly always be beyond the ability 
of mortal men, since economic events are 
part of the chance-ridden skein of history.
But techniques of forecasting, capable of 
greatly reducing uncertainty about the 
future, exist now and show promise of get
ting considerably better. 1

1. "Business Week Reports on the New Science of: 
Business Forecasting", Business Week, September 24, 1955» 
P. 91.



2

As stated above forecasting techniques which bear 
on the activities of the national economy, the industry, 
and the firm are being developed but very little has 
been done on the urban area or city level. It would 
seem that the development of a forecasting plan for the 
urban area which is close to an industry or firm and also 
an integral part of the national economy, would be an 
invaluable addition to all forecasting plans. It is the 
contention of this paper that such urban areas, Omaha in 
particular, would benefit by a forecast at the city level, 
since policies and plans could be pursued more confidently 
with a reasonably accurate forecast available.

With this ultimate goal in mind these "prolegomena" 
are undertaken to serve as a preliminary investigation 
into the many factors to be considered in setting up a 
forecasting model for the Omaha Economy.

No final answers will be attempted to any of the 
questions. This effort will be merely to set up the 
preliminary structure for a model of the Omaha Economy.
It is not intended that this shall be an exhaustive study 
of the factors of forecasting to be applied to a city.
It is simply an attempt to collate material into a usable 
form for later investigation, an effort to bring forth a 
set of bench marks to be used for further study. This is 
the meaning of the word "prolegomena" as it appears in the
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title. The military would understand it as a "prelimin
ary staff study"; university scholars will recognize it 
as a preliminary basic investigation, frequently assigned 
as a "first research study" in a "pro-seminar" as an 
M. A. paper, to be followed by a more elaborate Ph. D. 
dissertation study.



CHAPTER I
BASIC REQUIREMENTS OF 
A FORECASTING MODEL

Economic forecasting in our modern economy has some 
rather definite strategies. These can be described in a 
number of ways, but the terminology used by Business Week 
is colorful, realistic, and to the point. Strategies as 
outlined in that publication consist of three: (l) loaded- 
deck, (2) oaks-from-acorns, and (3) test-tube.-1-

The "loaded-deck" process is popular with many busi
nesses and is the method used by some of the better known 
business-letter type forecasters. To predict anything, 
information must be available in advance of general knowl
edge. In other words, the future must be known slightly 
before it becomes the present. Inside sources of informa
tion and fast accurate reporting are the tools of the 
techniques.

The "oaks-from-acorns" theory is based on the premise 
that the future is an outgrowth of the present. Conse
quently, close examination of the acorn will afford a 
reasonable picture of the oak tree that it will be. From 
knowledge of the usual phases of growth of an oak tree 
and close detection of any variations, future developments 
can be predicted.

1. "Business Week Reports on the New Science of: 
Business Forecasting", Business Week. September 24, 1955» 
P. 92.
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The "test-tube", or what is sometimes called the 
"systematic strategy", is based on the scientific con
cept that in all cases of change there are certain 
underlying regularities. The plan is to search out 
these regularities which present themselves as laws, 
principles, or theories. These regularities are abstrac
tions from reality but they are applied to situations to 
explain what happens in reality.

It is commonly held that all forecasting depends on 
one or more of these strategies, and in most cases on a 
combination of the three. Today, the forecaster, who 
purports to foretell the future based on his inside knowl
edge, undoubtedly has spent some time studying the phases 
of the oak tree as well as applying certain economic laws, 
principles, and theories to the situation. Similarly, the 
"test-tube" forecaster probably tends to throw in his 
hunches, instincts, and inside information in arriving at 
a forecast.

While the strategies of forecasting can generally be 
classified as three, the techniques of forecasting are 
so many it would take volumes to e;xplain them all. Refer
ence will be made only to those that are outstanding on a 
national basis and that are generally accepted as being 
the most reliable.

Of primary importance is the technique employed by 
the National Bureau of Economic Research, that of forecast

k
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ing the course of the business cycle through the use of
indicators. This system, devised by Wesley C. Mitchell
and Arthur F. Burns before World War II, has since been

2updated by Geoffrey H. Moore of the Bureau. These 

indicators, coupled with the diffusion index invented by 
the Bureau to explain the meaning of the upturns and down
turns, forecasts movements in the business cycle. The use 
of indicators is a popular device and attempts to apply 
the technique to the Omaha Economy should be explored.

The latest techniques and those believed to have the 
greatest future have been developed through the use of the 
systematic strategy of forecasting. Two major develop
ments have made possible a more systematic approach to 
forecasting. First, the various schools of economic 
thought have been consolidated into a unified field to 
give a better general comprehension of how all the compon
ents of the economy work together. Second, the Department 
of Commerce and the National Bureau of Economic Research 
have developed a system of national income accounts which 
gives the economist a detailed and comprehensive picture 
of the national economy.^ 2 *

2. V. Lewis Bassie, Economic Forecasting (New York, 
McGraw-Hill, 1958)> PP. 116-126, reviews the present 
status of this technique.

3» Business Week, Op. cit.. p. 110.
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The first technique involves a study of the gross 
national .product to ascertain the whereabouts of each 
of its components when last reported by the Commerce 
Departments National Income Division. This determined, 
the forecaster attempts to predict where each section of 
the gross national product is going. The reliability of 
his answer depends on his skill, patience, insight, and 
information. His forecasting is a combination of art 
and science: art, in that it reflects the unusual talents 
of the forecaster; science, in that it systematically

¿Llexamines the data before drawing conclusions.
In the second method, data obtained is adapted to 

the field of mathematics for interpretation. Basic infor
mation must be summarized, simplified, and expressed so 
as to bring out essential interrelationships and allow 
of testing and measuring. To accomplish this, a frame
work from which to function seems obvious. The use of a 
framework is not new. We are familiar with the use of 
models by the architect to show what he will produce; 
we have seen the physicist explain the working of various 
physical science laws by the use of models. Because of 
the mass of data to be handled in present day forecasting, 
it has become apparent that the economic analyst needs a 4

4. Ibid.
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model from which to predict effectively. It is the 
intention, therefore, to consider here some of the 
requirements of a forecasting model.^

This model must be a combination of words, theories, 
principles, laws, and mathematics. It must permit the 
use of actual figures, either statistics already available 
or a new series that has been developed. The use of figures 
in making forecasts is a necessity since It gives definite 
quantity to the prediction and allows for the measurement 
of change and the testing of results. Even if errors 
occur they can be measured and corrected. Parts of the 
model should be adaptable to mathematical expression, 
since mathematics Is a language that permits of logical 
expression and manipulation of relationships and allows 
for concise and precise explanations.^

Econometrics is a special kind of economic analysis 
wherein the economist blends economics, mathematics, and 
statistics into one method of analysis. The analysis 
Includes use of the econometric model, which in essence 
embodies the requirements listed above.

The economist builds his econometric model by first 
taking the economic theory or theories considered to be 5 6

5. Sherman J. Maisel, Fluctuations. Growth and Fore
casting: The Principles of Dynamic Business Economics 
(New York: John Wiley & Sons, Inc., 1$57J, p. 1 1 3 “

6. Ibid., p. 11^
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the most significant in the area of his forecasting.
This theory or group of theories, as the case may be, 
is converted into a series of mathematical equations.
The equations contain both independent and dependent 
variables. The independent variables represent factors 
that are already known. Such variables can be derived 
from historical facts such as last year's statistics or 
from future elements such as the advance information on 
government spending. The dependent variables represent 
the factors that the analyst wishes to determine.^

By statistical methods these equations are then fitted 
to actual statistical data to determine the values of the 
constants chosen. The model is then tested to see if the 
answers derived from it will adequately explain what 
actually happened. If the answers are reasonably close 
to facts, then the analyst can conclude that the theoretical 
relationship he has chosen is consistent with the actual 
economy, at least for the period being examined.®

Econometric models meet their real test in their 
ability to predict. The econometrician bases his forecast 
on the past relations between the Independent and dependent 
variables. He must assume that what has been stable in the 
past will be stable in the future. Certain large economic 7 8

7. Robert Aaron Gordon, Business Fluctuations (New 
York: Harper Brothers, 1952; p. 352.

8. Ibid.
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aggregates will never be stable, but they must be checked 
to see if their degree of stability is sufficient for 
forecasting. If they are not, then his equations must 
be judged to be invalid.

Certain features musk be incorporated into an econo
metric model. The variables involved must be broad aggre
gates, amounts that equal substantial activity in the 
economy. The model is complete in a formal or mathematical 
sense only. The problem of solving remains even after the 
model has been constructed. The model provides the system
of equations to be solved for the dependent variables or

9unknowns.
The econometric model must be dynamic. The variables 

with which it deals must represent situations at varying 
intervals of time. If a model is to hold for the future 
as well as the past it must be able to substitute values 
from the past to the future. Robert Aaron Gordon points 
out that four kinds of equations may be used in applying 
an econometric model:

(a) identities or definitional equa
tions, which are true by definition (thus: 
price times quantity equals value, saving 
equals investment ex post and so); (b) 
institutional rules, such as equations which 
describe the reserve requirements of the 
banking system or the relation between 
corporate income taxes and corporate 
incomes; (c) technological transformation 
functions, such as the way output varies

9. Ibid., p. 353
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with employment; (d) behavior equations, 
representing the way groups of firms or 
individuals react to given stimuli (for 
example, the consumption function, show
ing how consumers respond to changes in 
income, and demand equations, which relate 
the quantity bought of a commodity to its 
price, to the prices of other commodities, -,Q 
to income, and to perhaps other variables).
The equations of technological tranformation func

tions and behavior equations would have a special signifi
cance in local forecasting if measurements could be made 
which would relate, for example, a change in disposable 
income in Saunders County, Nebraska to a change in sales 
in Omaha department stores.

A selection of the model and its content is an 
expression of belief that particular problems should be 
worked on. The fact that the system of information 
established will limit the scope must be borne in mind 
when setting it up. While certain limitations come with 
the use of any model, it should lend itself to the maxi
mum effective solution of the specific problem. Models 
are used to simplify procedure but care must be taken not 
to over-simplify and simplification must not take the 
place of solution. Care must be taken to build into the 
model sufficient data to obtain logical answers. 11 10 11

10. Ibid.
11. Malsel, 0£. cit.. p. 115.



CHAPTER II
BASIC STRUCTURE OF THE OMAHA ECONOMY

To define the area to be known as the Omaha Economy, 
the concept of the Standard Metropolitan Area as deter
mined by the Bureau of the Budget was considered to be 
the most useful geographic and demographic definition. 1 

Limited statistics, which are gathered by the various 
private and governmental agencies at the local level, 
use the Standard Metropolitan Area as the most frequent 
basis for collection of data. Furthermore, the pertinent 
Department of Commerce and Department of Labor Statistics, 
which are distributed from the national level, present 
most of the more important statistics on the Standard 
Metropolitan Area basis. Reference to the Omaha Economy, 
then, will mean the Standard Metropolitan Area of Omaha 
which covers the whole of Douglas and Sarpy counties in 
Nebraska and Pottawattamie county in Iowa.

Omaha is considered to be the hub of a growing market 
in the world*s most productive agricultural area. It 
occupies a strategic position geographically from the 
standpoint of manufacturing and distribution. Omaha is 
also the key city in the wide-flung Missouri River 
Development Program. Its resources and potentialities 
will be multiplied by the benefits of this program, major

1. U. S. Department of Labor, Employment and Earnings, 
Vol. 5, No. 11, May 1959, P. 9-E.
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benefits of which will include increased navigation, 
irrigation, flood control, and electric power. Thus the 
city is afforded opportunities for growth and develop-

pment.
Omaha is primarily a processor of agricultural

products. Because of its proximity to area devoted to
fattening of cattle and the production of grains, it is
in an advantageous location for the processing of these
products. Meat packing is the largest operation in dollar
volume and employment, but other interests include the
processing of frozen foods, dairy products, flour, cake
mixes, macaroni, beer, cereals, and poultry. More than
50 per cent of total Omaha manufacturing activity stems
from the food processing industry.^

Other major contributions to the Omaha Economy come
from the fields of Transportation, Finance and Insurance,

kand Wholesale and Retail Trade.
In considering the Omaha Economy, it seems advisable 

first of all to examine the basic structure of the economy 
along the lines of the broad categories of industry and 2 3 4

2. Omaha City Planning Board, An Economic Survey of 
Omaha, Nebraska, A Report by the City Planning Department,
May, 19518,' PP. 1-3.

3. Ibid., p. 4
4. Gunnar Alexandersson, The Industrial Structure of

American Cities (Lincoln, University of Nebraska. Press, 1$56 ), 
p. 126. “
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commerce. Next, identification must be made of those 
business firms that make up the Omaha Economy so that 
classification of their economic activity as city-forming 
or city-serving can be ascertained.

City-forming production is generally regarded as that 
which produces goods for consumption outside the urban 
area. It is engaged in what could be called, from the 
urban area standpoint, "foreign trade." "Foreign trade" 
has two connotations. In one, products shipped out bring 
dollars back to be spent in the producing area. In the 
other, people come into the producing area and spend 
dollars for services and goods consumed within its con
fines. The important factor is that these dollars are 
earned outside the area. This group includes those people 
who come for medical services, schooling, recreation and 
so forth. A good example is the many students who come 
to Omaha to attend Creighton University.^

City-serving production is that which produces goods 
and services for consumption by persons working and living 
within its own area. It is engaged in what may be called, 
in the urban sense, "domestic trade. " 0

Both types of production are essential to the well
being of an area. The distinction is useful in forecasting 
because city-serving production is dependent for its 5

5. Ibid., p. 15

6. Ibid.
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markets on disposable income generated by city forming 
production. A complete separation of the two types of 
production is by no means easy. Many individuals are 
employed in serving both the immediate urban area and 
areas beyond it. This may be true of a manufacturing 
plant, a department store, a hotel, or a medical clinic.

Various techniques have been used in recent economic 
surveys to identify the city-forming and city-serving 
activities. The best technique is that which is known 
as the direct approach. As the name implies, this is 
accomplished through the use of the personal interview or 
the questionnaire. Contacts in this way have proved to be 
the best where the management of a firm is able to distin
guish its trade volume in sales inside the urban area and 
sales outside the urban area, namely where accounts are 
kept on each customer. The use of this technique is 
limited in its application to the average retail sales 
establishment. Management in this classification usually 
cannot judge, within reasonable margin of error, how much
it sells to customers residing within the city, for records

7are not kept on cash sales.
Because of the expense of interviews and question

naires and the volume of data that would have to be 
collected on an economy the size of Omaha., a substitute 
method known as the percentage deviation has been resorted

7. Ibid., p. 16
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to for cities of its size. A study of a number of Great 
Plains communities has been made by use of this method in 
imitation of a number of other such community studies. In 
brief, the percentage differential between the employment 
pattern of the community under study and the nation as a 
whole is taken. The percentage difference is taken to 
indicate city-forming as opposed to city-sustaining acti
vity. From this figure the community multiplier is then

O
calculated. Study of twelve sample cities of 2,500 to 
5,000 produce community multipliers ranging from 1.97 to 
2.79. Dr. Gerald E. Thompson showed, in his report on 
Lincoln, Nebraska, a static multiplier of 2.2 and a dy
namic multiplier of 2.4. No study of this nature has 
been made of the Omaha Economy.

In working with the idea of city-forming and city
serving production there must be established a common 
unit of measure which is applicable to all the economic 
activities of the city. Without such a common unit of 
measurement, any quantitative arrangement of economic 
activity and comparison among such activity is not 
possible. There are several different units of measure
ment available to the analyst. These include employment, 
payrolls, and the dollar flow. Because it is a direct

8. Edgar Z. Palmer, Editor. The Community Economic 
Base and Multiplier (Lincoln: Nebraska University Printing 
Division, 1958), pp. 19-21, 52-54.
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indicator of economic activity, employment is a most 
suitable measurement. Its advantages in handling 
diversified economic activities are many; its main 
disadvantage is its apparent inability to reflect all 
financial transactions (the flow of money capital, for 
instance) which are important economic activities.
Neither does it reflect the effects of increased tech
nology resulting in greater productivity.

As a unit of measurement, the payroll plan is simi
lar to employment. However, instead of reporting activity 
in number of persons employed, the result is measured in 
dollars earned.

The most comprehensive measurement is the dollar- 
flow since it accounts for all the financial transactions 
of every economic activity of the city. It makes use of 
such information as sales figures, bank debits, rent 
payment, and transfer payments. Its one serious disadvan
tage is the great amount of time and money it requires to

9gather statistics needed from the primary source.
The basic structure of the Omaha Economy can best 

be illustrated here by studying the distribution of the 
labor force in the area. Statistical sources for such 
information on a national level are the publications of 
the Department of Commerce and the Department of Labor.
On the local level the best source seems to be the Nebraska

9. Ibid., pp. ^7-50
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Bureau of Employment Security. Table 1 following Is 
a presentation of the labor force distribution, using 
the broad general categories of industry and commerce 
as set forth by the Bureau of the Budget. The Table 
shows in percentages the work force in the Standard 
Metropolitan area.

TABLE 1

NUMBER OF WORKERS AND PERCENTAGE DISTRIBUTION OF 
PAID NON-FARM EMPLOYMENT IN OMAHA BY COVERAGE 

STATUS UNDER THE OASI PROGRAM: MARCH 1956&

Industry Group No. of Workers Percentage
Agriculture 210 -0-b
Mining 258 -0-
Contract Construction 7,832 6.8
Manufacturing 33,006 29.0
Public Utilities 10,091 8.8
Wholesale Trade 12,071 1 1 .1
Retail Trade 23,836 20.8
Finance, Insurance 12,569 11.0
Services 13,188 11.6
Non-Classifiable 17 -0-
Unclassified 2 54 

113,332
-0-

(a) Calculated from U. S. Department of Commerce and 
U. S. Department of Health, Education, and Welfare,
County Business Patterns: 1st Quarter 1956 (Washington: 
U. S. Government Printing Office), Part 5. West North 
Central Plains States, pp. 298-300, p. 323, pp. 63-65.

(b) Items marked -0- are less than l/2 per cent.

The work force covered consists of 114,000 persons, 
and the total work units reporting number over 8,200.
This report by over 8,200 work units gives a fairly com
plete picture of the labor force distribution. Employed 
persons not included are railroad workers and those local,
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state, and federal government workers not covered by the 
Old Age Security Insurance Program. This data is gathered 
by the Department of Commerce from the first quarterly 
wage reports filed on all U. S. non-farm industrial and 
commercial wage and salary employment covered by OJWS.I. 
Since the data is for the first quarter of a year, it is 
fairly certain to cover all employees even those whose 
earnings will exceed the ¡$4,800 report ceiling. The 
reports made are mandatory under the law and therefore the 
data is considered to be more reliable than those compiled 
from voluntary reports. However, the information is not 
published immediately but makes its appearance on a 
periodic basis. For instance, statistics on the first 
quarter earnings of 1956 were not available for use until 
1958.

Important also as a source of information on the 
structure of the Omaha Economy is the Department of Labor 
Bureau of Labor Statistics. Table 2 lists the distribu
tion of the labor force by actual number of workers and 
percentage of total within each major employment classi
fication.
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TABLE 2
NUMBER OF WORKERS AND PERCENTAGE DISTRIBUTION 

OF NON-FARM EMPLOYMENT IN OMAHA - 1958a

Industry Group No. of Workers Percentage
Agriculture -0- -o-b
Mining - 0 - -0-
Contract Construction 8,300 5 .6
Manufacturing 31,200 2 1.1
Transportation 20,500 13.9
Trade 37,800 25.6
Finance and Insurance 12,900 8.7
Services and Miscellaneous 21,000 14.3
Government 15.900 10.8

147,400 1 0 0 .0

(a) Calculated from U. S. Department of Labor, 
Employment and Earnings: May 1959 ('Washington: U. S. 
Government Printing Office), Vol. 5, No. 11, p. 97.

(b) Items marked -0- are less than l/2 per cent.
These figures are compiled on a voluntary basis that in 
most cases are filed through the state labor agency to 
the Department of Labor. This data has the advantage of 
being current in its compilation and availability.
Tables 1 and 2 both bring out the high percentage of 
employment in the categories of Manufacturing, Transporta
tion and Public Utilities, Wholesale and Retail Trade, and 
Services. Table 2 includes an additional classification, 
that of Government. Since the amount of this employment 
is significant in sise, it should be given consideration 
in any forecasting program. While these two tables do 
not match each other and the percentages listed vary 
because of the difference in the amount of employment used,
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they do serve to Illustrate the two sources of informa
tion available and to point out the importance of using 
both sources in a forecasting model as a means of checking 
the reliability of the statistics used. For example, the 
Department of Labor Statistics, based on their report of 
current employment and earnings, could be used as part of 
the regular working statistics; and the Department of Commerce 
periodic reports, which are assumed to be more reliable, 
could be used as a check for reliability.

Table 3, which is based on the same data as Table 1, 
gives a breakdown of the distribution of employment in the 
various sub-categories of the main category of Manufacturing.

TABLE 3
PERCENTAGE DISTRIBUTION OF EMPLOYMENT 
IN MANUFACTURING IN OMAHA, MARCH 1956

Industry Sub-Groups Percentage
Food and Kindred Products 
Apparel and Other Fabrics 
Lumber and Wood Products 
Furniture and Fixtures 
Paper and Allied Products 
Printing, Publishing and Allied 
Chemicals and Allied Products 
Products of Petroleum and Coal 
Rubber
Leather and Leather Products 
Stone, Clay and Glass Products 
Primary Metal Products 
Fabricated Metal Products 
Machinery (except electrical) 
Electrical Machinery 
Transportation Equipment 
Instruments and Related Products 
Miscellaneous Industries 
Administrative and Auxiliary

1.6
1.5
- 0 -
- 0 -

- 0 -
- 0 -

0.7
2 .1
1.5
0.5-o~
0.8
0.9

(a) Calculated from same source as Table 1 .
(b) Items marked -0- are less than l/2 per cent.
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A quick glance at the Table indicates that of Omaha*s 
29 per cent employment in Manufacturing, 15.8 per cent 
(or better than half), is engaged in processing food and 
kindred products. Employment in other important manufac
turing activities is in the fields of printing and publish
ing, chemicals, fabricated metal products, machinery 
(except electrical), and electrical equipment.

Listing of the major Omaha firms engaged in these 
important fields of manufacturing is included in the 
Appendix.

As indicated in Table 2, 13.9 per cent of the total 
work force in the Omaha Economy is employed in transporta
tion and utilities. Omaha ranks fourth in the nation as a 
railroad center. It is serviced by ten major railroads, 
one of which has its general headquarters located in the 
city. Thirty-five major truck lines operate in the Omaha 
area, five of which have their general headquarters in the 
city. Omaha is also served by five airlines and two major 
bus lines.

The major supplier of natural gas in the Central 
Plains States area has headquarters in Omaha and the five- 
state headquarters for its major supplier of telephone and 
telegraph facilities is located in the city. For detailed 
listing of the companies concerned see Appendix.

In the area of wholesale and retail trade, no definite 
trade areas have been marked off for the Omaha Economy.
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However, the Business Research Bureau of the Omaha Chamber
of Commerce considers this area to include nineteen counties

10in Nebraska and Iowa. Statistics covering the total 
volume of retail sales and exact destination of the sales 
are not available. The Department of Business Research 
of the College of Business Administration of the University 
of Nebraska maintains a current index on the volume of 
retail sales for the major cities in the State of Nebraska. 
Other than Omaha, only one city included in the index, namely 
Nebraska City, is considered to be in the Omaha trade area. 
This index is maintained by a direct mail contact with 
various retail outlets in the state. This appears to be 
the only direct method of accumulating sales figures at 
this time.

The area of wholesale sales is even more indefinite 
than that of retail. The Omaha trade area is bounded on 
the north by Sioux City, on the east by Des Moines, and 
on the south by St. Joseph and Kansas City, Missouri.
Except for Lincoln to the southwest there are no trading 
centers between Omaha and Denver. This area as outlined 
is generally considered to be the Omaha wholesale area. 11 

Statistics are available on the volume of wholesale sales 
but as to the actual destination of the sale no definite 
information is available. Attempts to obtain such 10 11

10. Omaha City Planning Board, 0£. cit., p. 5*
11. Ibid.



Information have been deferred because of the difficulty 
of determining exactly which firms are strictly whole
salers and because many wholesalers are of the national 
chain variety and are forbidden by company policy to 
divulge information on the local level. The more prominent 
firms generally accepted as retailers and wholesalers are 
listed in the Appendix.

Services are the largest single employment group out
side of the manufacturing field. It is estimated that a 
significant number of this group is in city-forming employ
ment Inasmuch as they serve people who come from outside 
the immediate area in search of specialized services. This 
is true, for example, of the medical profession, clinics, 
hospitals, and hotels. Gathering statistics on the economic 
activity of professional people would be a difficult task. 
The activities of hospitals and hotels could be explored, 
however, to see if some type of registration could be made 
available.

Listing of Service institutions may be found in the 
Appendix.

The number of people employed by Government has been 
increasing steadily at all levels— local, state, and 
federal. The city-forming aspect of government employment 
is quite evident when it involves the location of major 
government headquarters or major government headquarters 
and facilities, the chief ones of which are listed in the 
Appendix.



25

Another important category of employment is that of 
Finance, Insurance, and Real Estate which now accounts 
for almost 9 percent of the total work force. With a 
total of thirty-six insurance companies operating offices 
in the city, Omaha has established itself as an insurance 
center. Two major companies have established their home 
offices in Omaha. It is difficult to ascertain the city
forming aspects of insurance in general although the home 
office locations can very definitely be considered as such. 
To what extent premium volume would serve as an indicator 
in the forecasting is not certain. It is known that in
creased premium volume moves with an expanding economy 
but it is generally believed to lag slightly behind regu
lar economic activity. Further study would be necessary 
to insure the value of this source. It is possible that 
information desired could be obtained directly from the 
insurance companies and from the State Department of 
Insurance.

Refer to Appendix for listing of the major insurance 
companies.

The last general category to be considered in the 
structure of the Omaha Economy is that of Contract Con
struction. About 6 percent of the total work force is 
employed in this category. Although Contract Construction 
is usually considered to be a city-serving function, it 
could be useful for forecasting purposes. Statistics are

-no
■i w
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readily available on the local level, in the form of 
building permits, to indicate a state of present and 
proposed construction. Since the issuing of a building 
permit precedes actual construction by a short period of 
time and since our forecasting model would be for short- 
run forecasting, this data on Contract Construction could 
well serve as an indicator to a change in economic activi
ty. This also could be an example of where a city-serving 
industry could serve as an analytic check on certain city
forming industries which have also been set up as indica

tors of economic activity.
The structure of the Omaha Economy is one based on 

agriculture with food processing as its major city-forming 
activity. Balance has been added to the Omaha Economy by 
its strong position in Transportation, Finance and Insur
ance, and Wholesale Trade.



CHAPTER III
COMPARISON OF OMAHA WITH THE UNITED STATES 
AS A WHOLE AND TO MAJOR CITIES IN THE 

CENTRAL STATES TRADE AREA

Since city-forming firms sell their goods and services 
for dollars that are earned outside the Omaha area, it is 
important to establish the relationships between Omaha and 
these outside areas. In general, these areas can be con
sidered in two parts: the national economy as a whole and 
the general trade area surrounding Omaha. The economic 
well-being of the city-forming firms is directly related 
in many ways to the economic well-being of the nation and, 
more specifically, to the areas served. Therefore, in this 
forecasting model, relationships must be established to 
measure the degree of reaction that the Omaha Economy will 
have to changes in the national economy and/or to changes 
in particular regions which furnish markets for the Omaha 
Economy. 1 if the structure of two economic units is ident
ical, then it would be reasonable to assume that their re
actions to various stimuli would be identical. Therefore, 
in examining economic units such as a nation, a trade area, 
or a city like Omaha, it is important to study the basic 
structure of each in order to segregate those general cate
gories of industry and commerce in which they are comparable 
and those in which they are in contrast.

1. V. Lewis Bassie, Economic Forecasting (New York, 
McGraw-Hill, 1958), p. 565.
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In setting up these relationships between the nation, 
the trade area, and the Omaha Economy, it is necessary to 
determine the cyclical stability of the major industrial 
categories and the possible reaction of the various seg
ments of the Omaha Economy to the national cyclical 
pattern.

Using employment figures as a basis for comparison, 
Table 4 shows the basic structure of the Omaha Economy and 
the nation expressed in percentages of the total work force 
available to each. Using the same percentage measurement, 
Table 5 presents the basic structure of the Omaha Economy 
as compared with those of the major cities in the Central 
States trade area. These include Chicago, St. Louis, 
Minneapolis-St. Paul, Kansas City, Denver, Oklahoma City, 
Wichita, Des Moines, and Omaha, Table 6 presents average 
amplitude of employment figures for the major industrial 
division as determined by the National Bureau of Economic 
Research,

TABLE 4
COMPARISON OF THE PERCENTAGE DISTRIBUTION OF 
NON-FARM EMPLOYMENT FOR OMAHA AND THE NATION3,

Industry Group Omaha The Nation
Mining -0-b 1.4
Contract Construction 5.6 5.2Manufacturing 2 1 .1 30.6
Transportation - Public Utilities 13.9 7.7Trade 25.6 22.0
Finance and Insurance 8.7 4.7Service and Miscellaneous 14.3 12.6
Government 10.8 15.8

(a) Calculated from: U, S, Department of Labor, 
Employment and Earnings. Vol, 5, No. 11, May 1959, p. 2 
and p. 97.

(b) Less than l/2 per cent.
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TABLE 5

COMPARISON OF THE PERCENTAGE DISTRIBUTION OF NON-FARM EMPLOYMENT FOR 
OMAHA AND MAJOR CITIES IN THE CENTRAL STATES TRADE AREA6,

Industry
Group Omaha Chicago

St.
Louis

Minn.
St.Paul

Kans, 
. City

Den
ver

Okla
City

Wich
ita

Des
Moines

Mining —o-b -0- -0- -0- -0- 1 .1 5.1 1.3 -0-
Contract
Construction 5.6 5.0 5.2 5.4 5.5 6.7 6.5 5.2 4.7

Manufacturing 2 1.1 36.4 36.5 27.7 27.1 18.5 10.5 41.4 22.5

Transportation & 
Public Utilities 13.9 8.4 8.9 10.0 11.5 10.4 7.9 5.5 7.8

Wholesale & 
Retail Trade 2 5.6 21.4 21.4 24.8 26.1 27.4 25.9 21.0 26.8

Finance, Insur- 
and & Real Estate 8.7 5.8 5.2 6.6 6.7 6.0 5.8 4.2 10.9
Services 14.3 13.2 12.3 12.8 12.0 14.0 12.8 1 1 .1 14.0
Government 10.8 9.8 9.9 12.5 io.5 15.7 25.3 10.9 13.0

(a) Calculated from: U. S. Department of Labor, Employment and Earnings, 
Vol, 5, No. 11, May 1959, PP. 89, 92-93, 96-97, 102.

(b) Less than 1/2 per cent.
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TABLE 6
AVERAGE AMPLITUDE OF EMPLOYMENT IN MAJOR INDUSTRIAL 

DIVISION DURING EXPANSIONS AND CONTRACTIONS 
OF THE REFERENCE CYCLE, 1919“1938a

Industrial Divisions Amplitude
1 . Agriculture 0.5
2. Mining 21.3
3. Manufacturing 17.8
4. Construction 17.8
5. Transportation and Public Utilities 1 1 .6
6. T rade 6.8
7. Finance 3.2
8. Service 4.0

(a) Adapted from Simon Kuznets, National Income; 
A Summary of Findings (New York: National Bureau of 
Économie Research' Inc., 1946) p. 90

As the Tables point up, the general category of 
Mining is not of sufficient economic importance to the 
Omaha Economy to be discussed here.

Contract Construction is the first important cate
gory for examination. The Tables indicate that the percen
tage of employment in Omaha is slightly above the national 
average and is in line with most of the cities in the 
trade area. Omaha*s construction activity should, there
fore, follow closely the cyclical pattern, for construction 
does not show as regular a relationship to the business 
cycle as does industrial production and it shows greater 
fluctuations. It seems reasonable to assume that some
cyclical Instability can be expected in this sector of 

2the economy. The amplitude rating of 17.8 indicates

2. Carl A. Dauten, Business Fluctuations and Fore
casting (Cincinnati: South-Western Publishing Co., 1954), 
P. 45.
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the wide fluctuations of construction. Contract Construc
tion has been a good indicator of cyclical activity. Per
haps the most striking thing about the cyclical patterns 
for construction is that every one shows some "lead at 
the trough" in general business.-^

The percentage tables show Omaha*s manufacturing 
segment to be 21.1 per cent. This is considerably below 
the national average and all of the regional cities 
except Oklahoma City and Denver. This points up the 
fact that Omaha cannot be classified as an industrial 
city. Since Omaha*s dependence on manufacturing is less 
than that of the nation or the region, it can reasonably 
be expected that the Omaha Economy*s reaction to the 
cyclical fluctuations in manufacturing would be less 
than those experienced by the nation and the region.

A pertinent consideration here, as brought out in 
Chapter II, is the nature of Omaha*s main manufacturing 
activity, that of food processing. Of necessity, food 
processing is linked with agriculture for its source of 
raw material. The Amplitude Table indicates that agricul
ture has the smallest average fluctuation of any of the 
industries. Short-run adjustments in this field are 
usually made in price rather than in the quantity 
produced. Agricultural production does not show the 3

3. Robert Aaron Gordon. Business Fluctuations (New 
York: Harper Brothers, 1952) p. 2^3.
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usual regular cyclical pattern since it is influenced
Llmaterially by the vagaries of the weather. If crops 

are produced someone must process them. This tie-in 
with agriculture removes the major portion of Omaha 
manufacturing from the small business fluctuations since 
output is virtually independent of the business cycle, a 
tendency it displays during all phases of the cycle in 
general business.-^ For instance, the major food processed 
by Omaha is meat, the market for which is world-wide.
While the primary market is the eastern half of the 
United States, a substantial quantity is exported to 
Western Europe. Because of the wide market, a few 
depressed areas (such as several large eastern cities 
in the recent 195 7 -1 9 5 8 recession) have had no signifi
cant effect on the Omaha plants. Depressed areas do not 
stop buying; they tend to buy more of the less expensive 
items. The more expensive items are sold in areas enjoy
ing better financial conditions. These mild short-run 
fluctuations of the business cycle appear to have a less 
than average effect on Omaha.

Transportation and Public Utilities, both city
forming activities, place Omaha at the head of the list 
in percentages being examined. Omaha*s 13.9 per cent is 4 5

4. Wesley C. Mitchell, What Happens During Business 
Cycles (New York: National Bureau of Economic Research Inc. 
1951), P. 57.

5. Gordon, 0£. oit.. p. 237.
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almost double the national average. The cities comparable 
In the region are Minneapolis-St. Paul, Kansas City, and 
Denver. The amplitude figure for the industry is 11.6 
which indicates moderate reaction to cyclical activity.
Omaha*s location in the heart of an agricultural area 
should dampen somewhat the influence of the business cycle. 
Northwestern Bell Telephone Company and Northern Natural 
Gas Company, the two utilities firms prominent in the 
Omaha Economy, serve what is basically an agricultural 
area. Such cities as Kansas City, Minneapolis-St. Paul, 
and Des Moines, are also tied closely with agriculture.
Major transportation companies, such as the Union Pacific 
Railroad, serve a much wider area than the central plains 
states and are, therefore, more sensitive to cyclical 
fluctuations.^ This segment of the Omaha Economy would be 
influenced by the business cycle but to a lesser degree 
than would be felt nationally.

Another of the major city-forming activities is 
Wholesale and Retail Trade. Omaha is 3.6 per cent above 
the national average for employment, principally in the 
wholesale field. It is on a comparable basis with Denver,
Des Moines, Oklahoma City, Kansas City, Minneapolis-St. Paul. 6

6. Conference on Research in Income and Wealth, 
Short Term Economic Forecasting: Studies in Income and 
Wealth, Volume Seventeen. (Princeton: Princeton Uni- 
versTTy Press), 1955, P. 380.
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Manufacturing is growing throughout the entire area 
and is strengthening the trade position.? The cyclical 
effect on employment in Trade is small, as indicated in 
Table 6.

An interesting shift has been talcing place in 
Omaha Wholesale Trade. Using petroleum as an example, 
let us suppose it is showing a marked increase while the 
wholesaling of farm supply products is declining. This 
could be a long run feature of the present government 
farm program which, although we are considering only short- 
run forecasting, is of sufficient importance to be men
tioned. If that trend continues, it might well be that a 
rise in the per capita income for farmers would result, 
but only because there will be fewer farmers on the farm. 
Fewer farmers on the farms will mean fewer customers for 
the retailers in small towns and more customers for the 
retailers in cities like Omaha. Wholesalers would not 
necessarily gain. The volume of their business would not 
change; its distribution would. 7 8 Therefore, with agricul
ture still important with the wholesale and retail custom
ers the cyclical influence on employment in that field 
would still be slight. Sales volume figures would be 
influenced, however, by fluctuations in farm prices.

7. Omaha City Planning Board, An Economic Survey of 
Omaha. Nebraska, A Report by the City Planning Department,

8. Herbert W. Prochnow, Determining the Business 
Outlook (New York: Harper and Brothers, 195^), P. 28?.
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An unusual feature of the Omaha Economy is the city- 
forming effect of Finance, Insurance, and Real Estate 
activity, the main factor being the presence im Omaha of 
two major insurance companies. Only Des Moines in this 
trade area has a percentage that is greater. The insur
ance companies1 sales are nation-wide and therefore sub
ject to national influence. The amplitude rating of 3.2 
indicates only small changes in employment over the cycle. 
There are no local factors evident that would tend to 
cause this segment of the economic activity to fluctuate 
above the national figure.

In the category of Services, the percentage of 
workers in the Omaha Economy is slightly higher than the 
national average and that of all cities in the region.
The rising standard of living has tended to move many of 
the services into the classification of necessities there
by making them, like food, resistant to the cyclical move
ments. Omaha's position is not to be considered unusual. 
The slight edge in employment is the result of Omaha's 
important position in the field of professional services, 
especially in the medical profession.9 The national amp
litude rate for Services of i+.O applies to the Omaha 
Economy with resulting small fluctuations.

In the ever-increasing field of Government Employ
ment, Omaha is 5 Per cent below the national average but 9

9. Omaha City Planning Board, Op. cit., p. 5
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comparable to the other cities in the region except 
Oklahoma City, Des Moines, Denver, and. Minneapolis-St. 
Paul, which are state capitals. No average amplitude 
figures of employment are available for the Table pre
sented. Neither are there accurate figures available to 
indicate the city-forming aspects of Government employment 
The presence of the Corps of Engineers and the Strategic 
Air Command in the Omaha Economy certainly bring back into 
the Economy tax dollars that would not otherwise return. 
Government employment is tied in closely with government 
appropriations and government appropriations are not 
necessarily tied to general business conditions. Recently 
appropriations have been influenced by the state of domes
tic and world politics. This portion of the Omaha Economy 
would necessarily call for some political analysis.10

In summary, analysis of the Omaha Economy would in
dicate that it does come under the influence of the gener
al business cycle. Its major fields of economic activity- 
Food Processing, Transportation and Public Utilities, 
Wholesale Trade, and Insurance— tend to be influenced by 
the short run changes in the business picture. However, 
the fluctuations in business should tend to be less than 
those experienced by the national economy.

10. Bassie, Op, clt., pp. 176-179



CHAPTER IV
SPECIAL PROBLEMS OF LOCAL FORECASTING- - THE USE 

OF INPUT-OUTPUT ANALYSIS

Although Chapter III was devoted, to establishing a 
relationship between the Omaha Economy and the outside 
areas, it must be emphasized that many urban forecasting 
problems are not directly concerned with the movement of 
the economy as a whole. The primary concern of city
serving firms is with the fluctuations of price and out
put peculiar to the city itself. Even city-forming firms 
are influenced by local factor-of-production markets. 
Prospective movements of the national or area economy may 
be of interest mainly for the assistance they may offer 
in the solution of the local problem. Each such problem 
must be dealt with in the terms and by methods appropriate 
to its solution. There is no single method suitable for 
all. What is useful and significant for one may have 
little or no validity for another. The first requirement, 
therefore, is a certain amount of research to determine 
how the various important factors in the city economy 
behave under different circumstances, what influences 
appear to be controlling in the current situation and
what analytical procedures promise to result in a satis-

1factory forecast. 1

1. V. Lewis Bassie, Economic Forecasting; (New York. 
McGraw-Hill, 1958), P. 518.



There is nothing new about the nature of the research 
in this instance. It consists in getting thoroughly- 
acquainted with the facts in the Omaha Economy and system
atically investigating various possible explanations in 
the light of these facts. Chapter II is intended to serve 
as a step in facilitating these investigations. Out of 
this process of investigation and testing, which at times 
will probably be a hodge-podge of trial and error, will 
come an understanding of the forces at work in the Omaha 
Economy.

Perhaps the one thing that can be confidently said
about urban forecasting is that community differences

2set the problem. As was pointed out in Chapter III the 
Omaha Economy was comparable to other midwest cities in 
the broad categories of industries and commerce. However, 
there are other local factors of importance which are not 
reflected in that data. It should be clear that local 
conditions may depend upon specific developments or events 
that are of negligible regional or national significance. 
For example, the Union Pacific Railroad has headquarters 
and shop facilities in Omaha, Salt Lake City, and Los 
Angeles. The general headquarters and the car construc
tion shop are located in Omaha in addition to the usual 
facilities. This makes the Union Pacific Railroad the 
largest single employer in the Omaha Economy. The Union

2. Ibid., p. 558
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Pacific replaces many of its worn out car units by 
purchasing them from large concerns in the East. The 
Car Construction Shop is a supplement to this program 
and, let us assume, a higher cost operation. Let us say 
that the Union Pacific has a 15 per cent drop in freight 
business, thus calling for a decreased demand for freight 
cars. This would mean an immediate curtailment of employ
ment in the Car Construction Shop in Omaha. Salt Lake City 
and Los Angeles would not be affected.

The usual procedures for attaching area problems are 
the same as those used in forecasting for the industry or 
the firm. The two basic approaches are: first, to con
sider the area as a part of the national economy and deal 
with it indirectly by forecasting the general economy and 
then breaking the forecast into subsidiary parts; second, 
to treat the area as an independent entity and deal with 
it in terms of any of the procedures suitable for forecast- 
ing a separate economy in its entirety.

The selection of the approach depends greatly on the 
data available for use and the value of the results obtained. 
National forecasts for all the important segments of the 
economy are available from current statistics and various 
methods have been used to blend the future of the national 
economy into that of the local economy. For example, 
attempts have been made to tie local fluctuations to the

3. Ibid., p. 559



national economy by comparing local population trends 
with those of the nation, first, by establishing a ratio 
of local population to state population which in turn is 
taken as a ratio of the national economy and projected 
into the future; second, by the using of the component 
method, which measures the net migration of workers on 
the local, state, and national basis, and from this 
relationship attempts a forecast; and third, by using 
the correlation method which attempts to establish a 
relationship between the major components of income on 
the national level with the same components of income on 
the local level. None of these methods have attained 
any notable success to date. Perhaps the principal cause 
of failure has been that none of them have set forth the 
composition of the industrial sources from which the local 
income is derived.

It has been noted that the urban economy is an inter
dependent economy and therefore must rely on other segments 
of the economy for many of its needs. What flows into or 
out of a community is therefore much more important to 
local than to national analysis. An analysis of the 
industrial composition of a community^ sources of income 
is important in determining the degree of autonomous 
movement to be expected and in defining the components 
to be projected, autonomous movement in this case meaning

Ibid., p. 561
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the flow of city-forming dollars into the economy. The 
separate entity procedure seems to be the best suited to 
obtain these answers. Economic activity is a circular 
process in which income is circulated in the act of 
producing goods and services. This income enables con
sumers to buy goods and services and their expenditures 
lead to production to satisfy their wants and so on in a 
continuous circular process. In this process, expenditures 
to one individual or group are income to another individual 
or group. For example, wages which are an expense of doing 
business constitute income to the wage earner. When a wage 
earner spends part of his pay check for shoes, his expendi
ture is income for the merchant. When the latter orders 
shoes to replace those he has sold, his expenditures for 
more stock are income for the wholesaler or manufacturer, 
and so on.-̂  if one could assume that the local economy 
is self-sufficient and therefore needs nothing from the 
outside world, then the explanation of the circular flow 
of the economy described above would apply and the local 
economy would be considered a "closed economy". This 
would mean that there would be no leakage of dollars from 
the economy into the outside world. The flow of dollars 
within a "closed economy" would be constant and therefore 
the volume of business would be predictable in itself.

5. Carl A. Dauten, Business Fluctuations in Fore
casting (Cincinnati, South-Western Publishing Company, 1954), 
P. 329.
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In reality the Omaha Economy is not self-sufficient
and there is a leakage of dollars from the economy to the
outside world to bring in goods and services that are
needed. Since other communities are similarly dependent
there is a demand for goods and services. Therefore, the
Omaha Economy exports some of its goods and services and
imports needed goods and services from other communities
and the nation. Omaha is what might be called "a partially
open-ended economy". Consequently, an analysis of the flow
of goods and services as well as income is important. The
products and purchases of local industry are likely to be
materials or intermediate parts and components; the analyst
therefore finds a need for interindustry relations or
input-output data to give him clues for local industry.
As for all economic entities engaged in "foreign trade",
the Omaha Economy has to balance its payments with the
rest of the economy; the analyst therefore seeks to develop
"foreign-trade models" and "flow-of-funds accounts" to
determine the validity of proposed solutions. None of
these data are available for the Omaha Economy to the same

£
extent as they are for the nation.

To assist in gathering the data for product and flow 
analysis and to pinpoint the leakages from the Omaha 
Economy, an input-output matrix could be included in the

6 .  B a s s i e ,  0£. c i t . ,  p .  5 6 5 .



43

forecasting model. The primary contribution of the matrix 
lies in the manner in which it defines the structure of 
transactions between the various segments of the economy 
in terms of the flow of goods and other services between 
them. For many city economy problems the details of re
lationship between various types of firms are of highest 
immediate importance and this is exactly the kind of in
formation which the input-output matrix provides.

It should be understood that the input-output anal
ysis is not the forecasting model itself but just that 
part of the model designed to work out the details of 
relationship. Conclusions about the future state of the 
economy are only in a limited degree dependent upon the 
relationships between various firms in the city economy.
It, in itself, cannot give significant developments in a 
firm’s activities which in one way or another may use
fully be used for forecasting.

When used with a forecasting model, input-output 
analysis is useful in forcing a set of consistent checks 
that might not otherwise be made. Activity cannot be 
high in certain lines unless it is supported by corres
pondingly high activity in others. For example, activity 
in the city-serving firms cannot be high unless there is 
a correspondingly high activity in the city-forming firms.

The input-output matrix is somewhat similar to the 
econometric model of forecasting by simultaneous equations.
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Its solutions require that certain kinds of relation
ships be observed. The solutions may differ somewhat 
from those obtained by other methods. That it will be 
in any sense the best solution, however, or even that 
it will be a unique solution cannot be demonstrated.?

A simple illustration of the input-output flows 
is shown in Chart 1. Three divisions of the economy are 
shown: the economy outside of Omaha, the city-forming 
firms of Omaha, and the city-serving firms of Omaha. The 
flow of dollars throughout the chart is depicted by a 
solid black line. The flow of labor is depicted by the 
dotted black line. The flow of raw materials and goods 
and services is shown by the broken line. The step by 
step analysis of the flow of the chart is as follows:
The goods and services of the city-forming firms are 
sold to the economy outside of Omaha in return for auto
nomous dollars (city-forming dollars). These dollars 
are used to pay city-forming employees and to purchase 
raw materials for production. The amount of raw material 
purchased is the first instance of leakage from the Omaha 
Economy. The dollars received by the city-forming employ
ees are used to buy goods and services which they need. As 
indicated in the chart these goods are purchased from 
city-serving firms or from firms outside the Omaha Economy.

7. Ibid., p. 547.
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CHART 1
INPUT-OUTPUT FLOWS —  OMAHA ECONOMY

LEGEND: ________ DOLLARS ****** LABOR ______  GOODS AND SERVICES
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These outside purchases are the second instance of leak
age. City-serving firms take the dollars they receive 
from city-forming employees, pay wages to city-serving 
employees and purchase goods from city-forming firms, 
or from firms outside the Omaha Economy, to be sold to 
both city-forming employees and city-serving employees. 
The city-serving firms1 purchases outside the Omaha 
Economy is the third instance of leakage from the Omaha 
Economy. The dollars that the city-serving employees 
receive are used to purchase goods from city-serving 
firms or to purchase goods or services outside the Omaha 
Economy. The latter purchase is the fourth Instance of 
leakage from the Omaha Economy.

Additional units of city-serving firms and city
serving employees are shown in the chart to illustrate 
the manner in which these units multiply in the city 
economy, since this multiplication is tied in directly

Q

with the rate of leakage of dollars from the economy.0
Practical use could be made of the input-output 

matrix by carefully selecting firms in the Omaha area as 
to their city-forming or their city-serving function and 
placing them as indicator firms within the matrix. By 
checking the activities of these firms at various stages 
of the circular flow within the matrix it should be 
possible to measure the flow of dollars and production

8. Sherman J. Malsel, Fluctuations. Growth, and 
Forecasting (New York, John Wiley & Sons, 1957), P. 283.



into the economy and through the economy and to measure 
the leakage. Firms could be carefully fitted into "foreign- 
trade" models to measure the flow of autonomous dollars 
into the economy while other firms could be selected to 
meter the flow of funds through the economy. By position
ing these firms within the matrix, relationships between 
the firms could be established and the validity of such 
relationships carefully checked.

As an example of this relationship, assume that the 
Cudahy Packing Company was positioned as a measuring firm 
in "foreign-trade" and that Hinky-Dinky Stores was posi
tioned as a firm metering the flow of funds. Assume that 
Cudahy*s income increased 10 per cent. Under the relation
ship established in the matrix Hinky-Dinky*s volume would 
normally increase, let us say, 15 per cent, assuming that 
such a norm had been established by empirical trial and 
error. If Hinky-Dinky*s volume should not increase by 
the normal 15 per cent, it can be an indication of 
several things: one, that the firms considered are not 
real indicator firms; two, that the firms are indicator 
firms but the relationship established is not correct; 
and three, that there has been a shift in consumer demand.

It should be noted again that the input-output 
analysis is not an over-all method of forecasting. It 
must be used with a general forecasting technique. The
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certain kinds of relationships established by the analy
sis are for the purpose of tracing the stimulus to the 
various parts of the economy.

It has been the intent of this chapter to underline 
the point that community differences set the problem in 
local forecasting. Consequently, a thorough research 
program on the local economy is necessary before local 
forecasting can begin. Urban communities by their very 
nature are dependent on "foreign-trade" for their eco
nomic well-being. This "foreign-trade", which makes the 
economy an "open-ended economy", demands a knowledge of 
the flow of income and also of the flow of products in 
and out of the economy. It has been suggested that the 
input-output matrix could be used as a suitable vehicle 
for establishing the relationships developed by this 
"foreign-trade".



SUMMARY

This thesis has been an attempt to present in brief 
form the accepted forecasting strategies and some of the 
techniques that are used in applying these strategies.
The use of a model has been recommended as the simplest 
and most efficient of any technique. It has been sugges
ted that the use of an econometric model might be a most 
useful tool in forecasting the Omaha Economy.

The basic structure of the Omaha Economy has been 
discussed, setting forth the principal city-forming 
industries of Manufacturing, Transportation, Insurance, 
and Wholesale Trade. It has been shown that the Omaha 
Economy, because of its agricultural base, does not tend 
to follow the same short-run fluctuations of the business 
cycle which characterize cities where durable goods manu
facturing is dominant. Omaha is comparable to other 
major cities in the Midwest and can be expected to fall 
into their same pattern of economic activity and fluctua
tion.

Each community has its own peculiar economic base. 
Consequently, individual research has to be made to 
ascertain the peculiarities and their influence on the 
economic activity. These peculiarities usually set the 
problem for forecasting. Urban communities by their 
very nature are dependent on "foreign-trade11 for their
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economic well-being. This "foreign-trade” removes them 
from the simple analysis of a closed economy. The urban 
economy can be considered to be a widely "open-ended" 
economy with the autonomous dollars that activate its 
economy gradually leaking back to their source. Informa
tion on this leakage is of prime importance to the urban 
economy. Therefore, a system must be used that will 
measure not only the circular flow of economic activity 
in the community but will also set up "foreign-trade" 
accounts to measure the leakage. The use of input-output 
analysis has been suggested as the base for such a system.



APPENDIX

The listing on the following pages is a "breakdown 
of the city-forming industry groups and sub-groups which 
employ 100 or more persons. A small number of industries, 
normally considered to be city-serving in their activities, 
are included because they do perform some city-forming 
functions by serving the Omaha Retail or Wholesale area 
(outside the SMA). Selection of the firms was based on 
information taken from the Directory of Major Employers, 
compiled by the Industrial Department, Business Research 
Service, Omaha Chamber of Commerce, January 1957.

The main classifications have not been placed in 
alphabetical order, but are listed to coincide with their 
treatment in Chapter II.

MANUFACTURING 
Food and Kindred Products

Alamito Dairy 
Armour Packing Company 
Campbell Soup Company 
Continental Baking 
Cudahy Packing 
Duncan Hines Foods 
Fairmont Foods 
Falstaff Brewery 
Kellogg Cereal Mills 
Kitty Clover 
Metz Brewery
Nebraska Consolidated Mills 
Ocoma Foods 
Omaha Flour Mills 
Peterson Baking Company 
Roberts Dairy
Skinner Manufacturing Company 
Storz Brewery 
Swift Packing 
Wilson Packing



Publishing
World Publishing Company 

Chemicals and Allied Products
Allied Chemical 
Corn States Laboratories 
Quaker Oats 
Stauffer Chemical

Fabricated Metal Products
Continental Can 
Eaton Metal Products 
Gate City Steel 
Independent Metal 
Inland Manufacturing 
Omaha Steel 
Paxt on-Mi t eh e11 
Paxton Vierling

Machinery (except electrical)
Omaha Production 
Tumpane Company

Communication Equipment
Western Electric

TRANSPORTATION AND PUBLIC UTILITIES
Railroads

Chicago and North Western
Chicago, Burlington & Quincy
Chicago Great Western
Chicago, Milwaukee, St. Paul & Pacific
Chicago, Rock Island & Pacific
Illinois Central
Missouri Pacific
Union Pacific
Wabash Railroad



Truck Lines
Bekins Van & Storage 
Burlington Truck Lines 
Herman Bros. Inc.
I - Go Van & Storage 
Independent Truckers, Inc. 
Lipsman-Fulkerson 
Merchants Motor Freight 
Prucka Transportation 
Red Ball Transfer 
Transit Inc.
Union Freightways - P.I.E. 
Watson Brothers Transfer Go.

Air Lines
Braniff International Airways 
Frontier Air Lines 
North Central Air Lines 
Ozark Air Lines 
United Air Lines

Bus Lines
Continental American Trailways 
Greyhound Bus Lines

Public Utilities - Communicat!ons
American Telephone and Telegraph Co. 
Metropolitan Utilities District 
Northern Natural Gas Co.
Omaha Public Power District 
Omaha Transit Co.
Western Union Telegraph Co.

WHOLESALERS AND RETAILERS
Wholesalers

Allis Chalmers Mfg. Co.
Carl A. Anderson Co.
Beebe & Runyon Furniture Co. 
Butter Nut Coffee Co. 
Carpenter Paper Co.
Chevrolet Motors 
Chicago Lumber Co.
John Deere Plow Co.
Dietrich Field, Inc.



Fairbanks Morse Co.
Farmers Union State Exchange 
Fehrs Tractor & Equipment Co. 
Firestone Tire & Rubber 
Gamble Robinson Co.
General Appliance Co.
General Electric Supply Co.
B. F. Goodrich Co.
Goodyear Tire & Rubber 
International Harvestor 
Interstate Machinery & Supply Co. 
Johnson Cashway Lumber Co.
Major Appliance Co.
G. A. Marr Grocery Co. 
Massey-Harris-Ferguson, Inc. 
McKesson & Robbins, Inc.
Milder Oil Co.
Missouri Valley Machinery Co. 
Nebraska Bridge Supply Co.
Ed Phillipps & Sons Co.
Phillips Petroleum Co.
Pittsburgh Plate Glass Co.
Sidles Co.
Skelly Oil Co.
Socony-Mobil Oil Co.
Standard Oil Co.
United A.G Stores 
U. S. Supply Co.
Westinghouse Electric Supply Co. 
Wright & Wilhelmy Co.

Retailers

Wholesalers (Continued)

All Makes Typewriter Co. 
Benson-Williams Drugs 
E. P. Boyer Lumber Co.
J. L. Brandeis & Sons 
Briley Motor Co.
Calandra Camera Stores 
Central Market 
Cook Paint & Varnish 
Electrolux Corp.
Goldstein-Chapman Co.
W. T. Grant Co.
Herzbergs Inc.
Hested Stores 
Hinky Dinky Stores 
Hulac Chevrolet 
J. B. M. Corp.
Jewel Tea Co. Inc.
Thomas Kilpatrick Co. 
Markel Motors



Retailers (Continued)
McFaydens Inc.
Montgomery Ward & Co. 
Natelsons
Nebraska Clothing Co. 
Nebraska Furniture Mart 
Nelsner Bros.
Nebraska Tractor & Equipment 
0*Donell Oldsmobile 
Orchard-Wilhelm 
J. C. Penney Co.
Phillips Department Store 
Rosen-Novak Auto Co.
Safeway Stores 
Sample Hart Motor Co. 
Sears-Roebuck & Co.
Shaver Food Market 
H. P. Smith Motor Co.
Union Outfitting Co.
Updike Lumber & Coal Co.
F. W. Woolworth Co.
Younkers Bros.

SERVICES
American Linen Supply 
Barkalow Bros. Inc.
Blackstone Hotel 
Castle Hotel
Childrens Memorial Hospital 
Clarkson Memorial Hospital 
Creighton University 
Doctors Hospital 
Douglas County Hospital 
Evans Laundry & Dry Cleaners 
Goodwill Industries 
Hayden Houses, Inc.
Hill Hotel
Hinchey Laundry & Dry Cleaners
Immanuel Deaconess Institute
Immanuel Hospital
Johnny*s Cafe
Kimball Laundry
Loyal Hotel
Luthern Hospital
Methodist Hospital
Omaha Athletic Club
Omaha Grain Exchange
Omaha Parochial Schools
Omaha Towel Supply
Paxton Hotel



SERVICES (Continued)
Puritan Laundry & Dry Cleaners 
Regis Hotel 
Rome Hotel
St. Catherine’s Hospital 
St. Joseph’s Hospital 
Samardick & Co.
Sheraton-Fontenelle 
Tower Hotel Court 
Town House Hotel Co.
Tri-State Theater Co.
Union Stockyards Co.
United Cold Storage 
Max I. Walker Co.

GOVERNMENT
City of Omaha - City Hall 
Omaha Public Schools 
Post Office
Postal Transportation Service 
Social Securities Administration 
Strategic Air Command 
Treasury Dept, of Internal Revenue - 

Regional Commissioner 
Treasury Dept, of Internal Revenue - 

District Director
U. S. Engineers - Division Engineer 
U, S. Engineers - District Office 
University of Nebraska - School of Medicine 
University of Omaha 
Veterans Administration 
Veterans Administration Hospital

FINANCE AND INSURANCE
Blue Cross - Blue Shield Plans 
Central Natl Ins. Co. of Omaha 
Central States Health and Accident Assn. 
Federal Land Bank
Federal Reserve Bank of Kansas City - 

Omaha Branch 
First National Bank 
Grain Dealers Mutual Ins. Co.
Guarantee Mutual Life Co.
Metropolitan Life Insurance Co. of N. Y. 
Mutual Benefit Health & Accident 
National Indemnity Co.
Nebraska Inspection Bureau 
New York Life Insurance Co.



FINANCE AND INSURANCE (Continued)
Omaha National Bank
Prudential Insurance Co. of America 
State Finance Co.
Supreme Forest, Woodmen Circle 
Travelers Insurance Co.
United Benefit Life Insurance Co. 
United States National Bank 
Woodmen of the World Life Insurance 
World Insurance Co.

CONTRACT CONSTRUCTION
Ace Construction Co.
Borchman & Sons
A. H. Brodkey Co.
Leo A. Daly Co.
Dillon Construction Co.
Evans Electrical Construction Co.
FIinn Paving Co.
Forman Bros.
Foster-Smetana Co.
Gilmore Construction Co.
B. Grunwald Inc.
J. J. Hanighen Co. Inc.
Henningson, Durham & Richardson
Peter Kiewit & Sons
Klrkham Michael & Associates
John Lof & Sons
Leuder Construction Co.
Mainelli Construction Co.
Mlcklin Home Improvement 
Henry W. Miller Electric Co. 
National Roofing Co.
Natkin Co.
Nebraska Commonwealth Electric Inc. 
Olson Bros. Inc.
Parsons Construction Co.
Pentzien Inc.
Rorick Construction Co.
Stitt Construction Co.
Western Waterproofing Co.
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