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Sixth District States and Local Governments 
Continue to Buy Now... Pay Later

S tate and local governments borrowed at a record rate in 1958. The 
story of the underlying forces stimulating borrowing—an expanding 
population, increased suburbanization, and a general upgrading in the 
quality of capital improvements—has been told innumerable times and 
needs little elaboration at the moment. In essence, however, the con
tinued high volume of borrowing is due to the almost insatiable demand 
for services by the public, on the one hand, and to definite limitations 
on the willingness or ability of governmental units to raise additional 
funds via taxation, on the other.

Borrowing High in 1958
In the first three quarters of 1958, new security offerings of state and 
local governmental units in those states that lie wholly or partly within 
the Sixth Federal Reserve District—Alabama, Florida, Georgia, Louisi
ana, Mississippi, and Tennessee—totaled $881 million. Borrowing of 
governmental units in individual states ranged from a high of $213 
million in Louisiana to a low of $77 million in Mississippi. Preliminary 
estimates for the full year 1958 indicate that all government entities 
in the District states borrowed more than $1.0 billion. If this estimate 
is realized, 1958 will be the second consecutive year that state and 
local borrowing has broken through the billion dollar barrier.

The high volume of municipal offerings in 1958, both in the District 
and in the nation, resulted from an interaction of long- and short-run 
factors affecting the demand for funds by state and local governments.
Such things as growth and shifts in population continued to create a 
need for capital spending. At the same time, a favorable credit climate, 
particularly in the first half of last year, provided governmental units 
with an opportunity to borrow at relatively attractive rates.

Yields on state and local government issues reached their peak in the 
third quarter of 1957 and then declined sharply. After the middle of 
1958, however, long-term rates rose rapidly as money market condi
tions changed abruptly with the marked upswing in business activity.

Changes in interest rates, although they undoubtedly influence 
borrowing patterns of state and local governments to some degree, 
should not be over-exaggerated. A review of security offerings by Dis
trict governmental units in recent years shows that the level of borrow
ing has not been highly correlated with variations in interest rates. A 
low volume of borrowing, for example, has not always coincided with 
high interest rates. This suggests that where projects are deemed 
“essential” and not easily postponed, the level of interest rates may 
not be a major deterrent to borrowing.

Considering the market for municipals in terms of District totals, 
as we have been doing, is a useful abstraction. It conceals, however, 
marked variations in size, length of maturity, and quality of issues 
offered for sale. In order to obtain some further insight into the nature 
of the market for municipals in the District, therefore, we have analyzed 
in detail the 1,018 issues offered for sale in the first ten months of 1958.
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Municipal Yields and Bond Offerings 
1955-58

Short-  and Long-Term Borrowing Important
During the period January-October, housing authorities 
throughout the District accounted for about 44 percent 
of the number of issues offered and about 38 percent of 
the value. Funds borrowed by housing authorities gener
ally take the form of temporary loans—notes with matur
ities of less than one year—which are used to finance 
construction of public housing. Although funds for 
building these facilities may be obtained from the Public 
Housing Administration, most housing authorities have 
chosen to sell their obligations on the market with the 
guarantee of the Federal agency behind them. As the 
buildings reach completion, most of the temporary notes 
are replaced by longer issues.

Housing authorities are particularly important in Geor-

New Municipal Offerings 
Within Sixth District States by Type of Issuer, 

Size of Issue, and Average Maturity
January-October 1958 

(Percent of Number of Total Offerings)

Ala. Fla. Ga. La. Miss. Tenn. Dist.
Type of Issuer

State 3 1 1 4 2 2 2
City 25 36 10 22 45 30 27
County 8 9 9 30 26 24 17
School Board 5 20 1 11 11 1 8
Housing Authority 57 26 78 33 15 43 44
Special Authority 1 8 1 .... 2
Other 1 1

Total 100 100 100 100 100 100 100
Size of Issue 
(000 of dollars)

0-100 16 2 7 20 41 6 15
100-249 25 12 22 21 21 19 21
250-499 27 24 36 22 17 25 26
500-999 16 25 18 13 11 22 17
1,000 and over 16 37 17 24 10 28 21

Total 100 100 100 100 100 100 100
Average M aturity 
(years)

1 year or less 64 28 73 30 18 41 44
1-5 17 8 12 13 25 9 14
5-10 7 23 5 33 40 29 22
10 and over 12 41 10 24 17 21 20

Total 100 100 100 100 100 100 100

gia and Alabama, where in 1958 they accounted for 78 
and 57 percent, respectively, of the total new issues 
offered. Since housing authorities do the major volume 
of financing in these states, the average maturity on all 
new issues was generally lower than in other states.

Apart from the temporary housing authority issues, 
nearly all maturities on other obligations were in ex
cess of one year, and over one-half of the offerings of 
state governments and special authorities carried maturi
ties of ten years or more. That average maturities on the 
issues of these governmental units were longer reflects in 
part their larger dollar size.

Over four-fifths of the offerings of state governments 
and special authorities exceeded $1 million, compared 
with only one-fifth of the offerings of cities, counties, 
and school boards. Because of variations in size of issues, 
state governments and special authorities accounted for 
20 percent of the value of all offerings, even though they 
represented only 4 percent of the number. Issues of cities, 
counties, and school boards, on the other hand, made up 
42 percent of the value of all security offerings, although 
they accounted for 52 percent of the number.

Demand Behind the Borrowing
The purpose of borrowing reflects, of course, the degree 
of participation in the market of different types of 
governmental units. Since housing authorities were ac
tive borrowers in 1958, as in other years, it is not sur
prising that funds for the construction of public housing 
amounted to $370 million, or 39 percent of the value of 
all borrowing from January to October 1958.

Security offerings to finance educational facilities, pri
marily for the construction of public schools, ranked next 
in importance. In 1958, borrowing for this purpose 
amounted to $159 million, or 17 percent of the total. The 
proportion of total borrowing for school purposes was 
about the same as in 1957 but somewhat higher than 
in the previous two years.

Borrowings to finance the development of public utili
ties—water supply, electric and gas supply, and transit 
systems—and roads were again important in 1958. With 
the population continuing to grow and scattering to 
many suburban points, moreover, it is likely that borrow
ing for these purposes will continue heavy in the years 
ahead.

Growth in Long-Term Debt Outstanding
The high rate of borrowing by governmental agencies 
other than Federal since the end of World War II has, of 
course, resulted in a rapid growth in debt. The out
standing debt of all state and local governments in the 
United States amounted to approximately $55 billion a t, 
the end of fiscal year 1958, 3.5 times the amount in 
1945. In absolute terms, most of the postwar increase 
has been in the debt of local governments; they accounted 
for almost $26 billion of the $38 billion rise in total debt. 
Percentage-wise, however, the rise in state debt has been 
more rapid. At the end of 1945, obligations of state 
governments accounted for 15 percent of the combined 
state and local debt; by the end of fiscal 1958, however, 
state debt represented about 27 percent of the total.

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

January 1959



Security Issues by Purpose
Sixth District States 

Jan.-Oct. 1958 

(Percent of Value of Total Offerings)
Percent Percent

Housing Schools Public Roads Woter Other

Estimates of long-term debt of District state govern
ments—which are published annually—parallel national 
trends. Sample estimates of the growth in debt of large 
cities in the District also indicate a debt pattern similar 
to that for the nation. When all of these pieces of informa
tion are put together, the long-term indebtedness of state 
and local governments in the District amounts to over 
$4.0 billion. Those estimates were made in the absence 
of complete data on outstanding long-term debt of all 
state and local governments in District states which are 
not available on an annual basis as they are for the nation.

Public Demands Still Rising
The borrowing trend of state and local governments in 
the District still appears to be upward. Compilations 
by the Bond Buyer show that the inventory of proposed 
and/or authorized borrowing by governmental entities in 
the District totaled $795 million in mid-November 1958, 
up 6 percent from a year earlier. The need to borrow 
results, of course, from increasing pressures on state and 
local governments to spend.

The demand for public services continues unabated 
and, in a sense, feeds upon itself. An expressway, for 
example, is built to speed up traffic to and from the 
central city. Residential building follows the highway, 
and suburban developments spring up at points farther 
and farther away from the city. These developments in 
turn create demands for water, electricity, schools, and 
feeder roads. The expressway, built originally to speed 
the flow of traffic, becomes congested and inadequate. 
It must be widened, extended farther—and so it goes.

The ability of most governmental units to meet the 
demands for services they have traditionally provided 
has been stretched to the limit. Although some “new 
sources of revenue may still be untapped, they are cer
tainly dwindling. If governments are to meet the expanded 
demand for services, they may be faced with the alterna
tive of accepting further sharp increases in debt or 
raising tax rates. The time, therefore, may be approach
ing when the public has to choose between a school or a 
shiny new automobile, a sewer or a new television set.

A l f r e d  P. J o h n s o n

Revival in the District Textile Industry
Economic recovery has continued to be in the headlines 
of the nation’s news for the last seven months or so as 
more and more industries have joined in the general up
ward trend. Since the textile industry is so important in 
the Sixth Federal Reserve District, it is only natural to 
wonder if that industry is also among those enjoying re
covery. Fortunately, it is. Moreover, it was one of the 
first industries to experience an upswing, starting to rise 
even before some types of activity stopped declining. If 
the length and depth of the preceding decline is any basis 
for judgment, those connected with the textile industry 
must be particularly gratified by the turn of events 
earlier in the year. At the same time, they realize that 
textile activity is still much below previous highs.

That textile activity has turned upward in the Sixth 
District is evident from figures on man-hours worked in 
the production of textile products. After allowance for 
seasonal changes, it is apparent that man-hours hit a 
low point about last April and have increased since 
then. Man-hours normally increase between April and 
November; by a rough calculation a rise of about 10 or 11 
percent might be considered seasonal. In 1958, however, 
man-hours worked in the District textile industry in
creased over 18 percent from April to November.

Textile mills have speeded up their operations mainly 
by working longer hours rather than by hiring more 
workers. In April, workers in District mills put in an

average of 35.4 hours each week, but in November they 
put in 40.6 hours, a gain of nearly 15 percent. In the 
comparable period in 1957, weekly hours rose only 2 
percent, and in that period in 1956, there was a gain of 4 
percent. The sharp rise in 1958 accounted for roughly 
four-fifths of the gain in total man-hours between April 
and November.

The remainder of the gain in man-hours was, of course, 
accounted for by a slight rise in the number employed. 
Mill operators generally add some workers between April 
and November as seasonal changes occur, but in 1958 
they added slightly more than usual. This was reflected 
in a rise of about one percent in the seasonally adjusted 
index of textile employment in the Sixth District.

This recent combination of developments, that is, a 
sharp rise in hours and only a slight gain in workers, 
must reflect, of course, a feeling on the part of mill 
operators that textiles still have not recovered enough 
to warrant substantial additions to the work forces. After 
all, last April’s average work week of 35.4 hours reflected 
substantial underemployment. An expansion of the work 
week is the first way mills begin to increase output in 
response to increases in demand. Having increased the 
work week to an average of over 40 hours in November, 
however, mill operators probably have expanded output 
by this means about as much as they care to. In Novem-
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