
Recession and Economic Growth
R e c e s s i o n  L e s s  S h o c k  t o  D i s t r i c t ’s  I n c o m e  i n  1 9 5 4  T h a n  t o  N a t i o n ’s

-f r \  r -  » was a fairly good year in the Atlanta District.
I U  K / l  Farmers, of course, were hit hard—much

1  v / v  I harder than those in other parts of the coun
try—by a combination of acreage restrictions, lower prices, 
and extended drought. Although the chief manufacturing 
industries, textiles and lumber, suffered from the same 
troubles as in other regions, total manufacturing employ
ment declined less in the Sixth Federal Reserve District 
than nationally, and income payments from construction, 
trade, and other nonfarm, nonmanufacturing activities 
raised total income for 1954 above that for 1953.

The District’s economic record for 1954 contradicted 
a generalization frequently made in the past that because 
of the South’s heavy dependence upon specialized agricul
ture and its lack of diversified manufacturing, it can expect

greater adverse effects from a recession than the nation as 
a whole. Indeed, past experience for the most part has 
supported this generalization.

The 1953-54 recession thus tested to some extent 
whether the postwar decline in relative importance of 
agricultural income and the diversification of manufactur
ing has so changed the South’s economy that a tendency 
toward greater swings during a business recession no 
longer exists. The results of the test, of course, are far 
from conclusive of what would happen in a more severe 
recession. They are, however, encouraging.

Indeed, it looks as though the District may have made 
a better record in 1954 than the nation. Current estimates 
indicate that income payments to individuals in the District 
during 1954 were somewhat greater than in 1953, whereas

b i l l t o n  d o l l a r s

Cash receipts from farm marketings (left) were 
off more in 1954 in the District states than in the 
nation. Percentage changes in farm cash receipts 
in 1954 from 1953 (below) varied among indi

vidual states.
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Movements of production and prices of individual farm products important in District States 
also varied, as measured by percent changes in 1954 from 1953.
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♦Price change for flue-cured tobacco only; seasonal average.
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Payrolls declined more sharply than employment from the 
1953 peak but began to rise earlier in 1954. Experiences in 
individual states varied.
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Most of the decline in manufacturing employment resulted 
from a slump in textiles and lumber and metals industries 
that began in 1953.
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But those declines were partially offset by strength in other 
types of manufacturing.
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Manufacturing Employment 
Sixth District States

Manufacturing employment decreased less in Sixth District 
states than in the nation.

total personal income in the country was little changed. 
Preliminary estimates show total income payments in 
Alabama, Georgia, and Tennessee just about the same in 
1954 as in 1953, or perhaps slightly lower; perhaps down 
a little more in Mississippi; and up 5 percent in Florida. 
Louisiana income payments may have slightly exceeded 
those in 1953.

This income growth in the District is, from one point 
of view, remarkable. It occurred despite rather sharp 
declines in income from those sources that in previous 
recessions had pulled income down more than nationally. 
Cash farm income in 1954 dropped more than twice the 
national rate. There was, moreover, a lagging demand for 
the products of the District’s traditionally most important 
manufacturing industries—textiles and lumber. This ap
parent paradox can be better understood by considering 
developments in more detail.

Farm Income Dropped Sharply
District farmers received less income in 1954 than in 
1953. Production was cut by acreage restrictions and 
severe drought, and prices were lower. The District cotton 
crop, for example, was off about one-fourth; the national 
crop declined only 18 percent. Drought severely reduced 
output of peanuts, sweet potatoes, peaches, and pecans. 
Thus, cash receipts from crops through the first ten months 
were 15 percent lower than in 1953. Mississippi farm 
cash receipts were down the most— 27 percent—whereas, 
Florida receipts increased 2 percent.

Cash receipts from livestock declined only 2 percent. 
Prices were lower, but farmers marketed more cattle, 
calves, broilers, turkeys, and milk. Pork production was 
the only type of meat production failing to register a gain 
over the previous year. The relatively mild descent of 
receipts from livestock thus helped cushion the sharp drop 
of receipts from crops.

Possibly 1955 will be a better year for farmers than 
1954 was. If attempts to increase exports of farm com
modities are successful, prices of District commodities 
should react favorably. Although acreage restrictions will 
cut cotton production again this year, price supports may 
prevent excessive price declines. Another drought, of 
course, would cause all of this analysis to fall apart.

Income from Manufacturing Fell Off
Income from manufacturing was lower in the District in 
1954 than in 1953, although total manufacturing employ
ment in the area declined at a lesser rate than it did 
throughout the country. Strong demands for items pro
duced in the District, together with continued openings 
of new manufacturing plants, created enough jobs to at 
least cushion the impact of declining employment in tex
tiles, lumber, and some other fields.

F e w e r  J o b s  in  T e x t i l e s  a n d  L u m b e r

District textile activity started to fall off as early as 
June 1953. After that, textile employment, which accounts 
for about a fifth of total manufacturing employment, 
declined almost uninterruptedly until August 1954. Be
ginning with that month the mills added more workers,
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but they still employed fewer than in the like period in 
1953. The reversed trend in employment, moreover, failed 
to raise the amount of cotton consumed by textile mills to 
the average levels of 1953, and by the end of the year 
prices had recovered only a little of the ground lost earlier.

Despite some improvement since midyear, the 1954 per
formance of the District lumber industry, measured by 
employment, was even worse than the lamented one of
1953. During the last half of 1954, the construction boom 
and the prolonged strike of lumber workers at Pacific 
coast plants stimulated demand for District lumber, but 
much of the demand for southern pine was met by reduc
ing inventories rather than by increasing production. Latest 
data show employment at lumber, wood products, and 
furniture factories at 84 percent of the 1947-49 average.

M o r e  J o b s  in  G r o w t h  I n d u s t r i e s

Substantial declines in employment in the metals and 
metal products industries also helped reduce income. But 
while textile, lumber, and other establishments were lay
ing off workers, still other plants were adding employees. 
The District’s chemical manufacturers, for example, added 
employees during 1954. Openings of new factories, which 
created new job opportunities, helped offset adverse effects 
of cancellations and completions of defense orders. Among 
such new plants were the Chemstrand Corporation’s fully 
integrated nylon plant in Pensacola, Florida; Rayonier’s 
cellulose plant at Jesup, Georgia; and Buckeye Cellulose 
Corporation’s plant at Foley, Florida; the Lion Oil Com
pany’s anhydrous ammonia plant in New Orleans; and 
Spencer Chemical’s plant at Vicksburg, Mississippi.

The opening of such plants as Bowaters Southern Paper 
Corporation’s new mill at Calhoun, Tennessee, and Kraft 
Company’s container plant at Rome, Georgia, added more 
persons to the payrolls of the District’s paper industry. 
Employment figures also reflected a generally strong de
mand for pulp and paperboard. Gains in number of work
ers in the transportation equipment group in the District 
resulted partly from expanding automobile sales as well as 
the maintenance of high levels of aircraft production.

Most of these new industries generally paid higher wage 
rates than the District average. This explains in part why 
manufacturing payrolls declined less than employment. 
On an average, the worker who still had a job in 1954 was 
getting more money than he had been getting in 1953. 
Average hourly wage rates increased more than enough 
to offset the fewer hours worked each week.

Although unemployment in the District was not severe 
at any time, insured unemployment was considerably 
greater than in the preceding year and in relation to cov
ered employment tended to be higher than in the nation. 
After the middle of 1954, however, insured unemployment 
declined as some workers were recalled and others ex
hausted benefit rights and as lay-offs became fewer. In 
certain localities unemployment was a matter of concern, 
especially where manufacturing activity was reduced by 
declines in defense orders and where textiles, lumber, 
metals, and coal predominated.

As difficult as it is to interpret data on the announce
ments of proposed manufacturing plants, it seems now that

there will be no major decline in the District’s industrial 
expansion in the immediate future. During 1954, plans 
were revealed for expanding or erecting 39 new plants 
costing a million dollars or more each, which is fewer than 
the number in 1953. The expected cost of about 275 million 
dollars, however, is substantially more than that for 1953.

Nonfarm, Nonmanufacturing Activities Up
If one of the lessons learned in 1954 was that the Dis
trict’s economy has become somewhat more resistant to 
the economic shock of a recession, another was the realiza
tion that most of the District’s income is from sources 
other than agriculture and manufacturing. Only a little 
over a quarter of total income payments comes directly 
from these two segments of the economy. Income from 
other sources—mining, construction, government, trade, 
finance, and service activities—is consequently of great 
importance. As it happened, increases in income from 
such activities were probably more than sufficient to offset 
declines in agriculture and manufacturing.

G o v e r n m e n t ,  T r a d e ,  a n d  S e r v i c e  E m p l o y m e n t  U p

One of the most important of these other sources of 
income is government—Federal, state, and local. The Fed
eral government spent less in 1954, but state and local 
governments spent more. The increase resulted from heavy 
expenditures for public works and from expanded govern
mental functions that required additional employees; this 
tendency prevailed in both the District and the nation. 
Employment by the Federal Government in the area 
averaged 4 percent lower in 1954 than in 1953. On the 
other hand, there were, on an average, 5 percent more 
employees on the payrolls of state and local governments. 
This gain exceeded the reduction in textile employment.

Continued high consumer expenditures for goods and 
services also led to a further expansion in employment by 
trade and service establishments. Finance, insurance, and 
real-estate concerns expanded their employment suffi
ciently to increase total income from those sources more 
than 10 percent. In short, developments outside of agricul
ture and manufacturing weighed heavily on the District’s 
economic scales.

C o n s t r u c t i o n  R e m a i n s  H i g h

As in other parts of the country, construction activity 
was high during 1954. Contracts awarded during the year 
totaled about 2 billion dollars, or 12 percent more than in
1953. However, the corresponding figure for 37 eastern 
states was up slightly more— 13 percent. The increase 
of 24 percent in awards for the construction of educational 
buildings during 1954 over 1953 is further evidence of the 
importance of spending by state and local governments in 
the past year. Awards for the construction of manufactur
ing plants were down 10 percent from 1953. Commercial 
construction, however, increased about 13 percent. Other 
types of nonresidential construction also continued high.

Employment in contract construction, however, aver
aged lower in 1954 than in 1953, partly because of labor 
disputes during the first part of the year. About 3,000 
construction workers were off the job for several months
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C o n s t r u c t i o n  C o n t r a c t  A w a r d s  

S i x t h  D i s t r i c t  S t a t e s

in Louisiana, and in July a strike of 6,500 workers at Oak 
Ridge reduced employment in Tennessee. A strike in 
North Georgia, starting in July and extending through 
August, almost completely halted commercial construc
tion. Nevertheless, average weekly earnings and, conse
quently, total income from construction were greater in 
1954 than in 1953.

As Income Changed, So Did Spending
With a better income record than the country as a whole, 
consumer spending in the District also increased more 
than nationally. Dollar sales at Sixth District department 
stores, for example, were 2 percent greater in 1954 than 
in 1953, whereas sales throughout the country declined 
one percent. But the District spending pattern was far 
from uniform throughout the year.

In the first quarter there was a slightly greater-than- 
usual decline in income receipts. Sympathetically, con-

S a l e s  a t  D i s t r i c t  D e p a r t m e n t  S t o r e s  

P e r c e n t  C h a n g e ,  1 9 5 4  f r o m  1 9 5 3
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sumer spending was at a low level. Department store sales 
had fallen sharply immediately after Christmas and con
tinued low through March. Consumers were buying a 
somewhat greater number of automobiles than in 1953, 
but despite the stimulus of increased price competition, 
they were spending less for other durable goods.

When income improved in the second quarter, buying 
also picked up and continued to rise, except for short 
periods, from quarter to quarter in line with income ex
pansion. The tempo accelerated towards the end of the 
year, and by December department store sales were 6 
percent greater than in December 1953.

Changes in income rather than in consumer credit seem 
to have governed the pattern of sales throughout the year. 
With sales of automobiles during the first quarter of 1954 
only moderate, for example, new automobile loans at 
District commercial banks rose less than seasonally. In 
the face of heavy repayments of debts contracted in pre
vious periods, instalment credit outstanding declined about
2 percent from November 1953 to March 1954. As sales 
expanded in the fourth quarter, however, consumer credit 
also expanded: New instalment loans at commercial banks 
and department store receivables rose more than seasonally.

Consumer savings in the form of time deposits and 
savings and loan shares increased steadily during the year, 
with the rate of expansion varying with the rate of spend
ing. Savings grew less rapidly in April and June, when 
spending rose, for example, but more rapidly in May, when 
spending weakened.

Revival and Growth
Most economic measures at the end of 1954 were pointing 
to at least a mild revival both in the District and the 
nation. Total District manufacturing employment, season
ally adjusted, began to increase after July, and by Novem
ber the movement had spread to practically all types of 
manufacturing. The lumber situation has improved, with 
demands strong and prices tending to rise. Manufacture of 
cotton textiles has advanced sharply. New contracts 
awarded for residential construction did not decline as they 
customarily do during the last months of the year. Con
sumers ended the year by spending heavily, and merchants 
apparently were ordering more freely.

If the economic record for the Sixth District in 1954 
gives some evidence that the area is becoming more 
resistant to the shock of a recession, the evidence by no 
means supports the conclusion that the District’s economy 
is insulated from that of the nation. A look behind the 
figures has shown that a higher rate of economic growth 
in this area, reflected partly by greater industrialization 
rather than any insulation from the nation’s economy, 
explains the greater part of the District’s somewhat better 
than national performance in 1954.

What the District’s record will be in 1955, therefore, 
depends primarily upon how the nation’s economy per
forms. Aside from that, whether or not the District will 
continue to put on an even better performance than the 
nation will depend upon whether its greater-than-national 
economic development and growth continues.

Charles T. Taylor

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

January 31, 1955


