
Who Finances Southern Consumers?
“I’m a success,” proclaimed a prosperous looking gentle
man to his friend. “Since when?” asked his friend queru
lously. “I’m a success,” insisted the first gentleman. “I 
now owe $20,000 on my home, $2,000 on my car, $900 
on furniture, $200 on a television set, and I’ve consoli
dated all my small bothersome debts into one impossible 
big one.” This old joke undoubtedly contributed to the 
demise of vaudeville, but it does contain this element 
of truth: The incurrence of debt is associated with finan
cial success of some degree much more often than it is 
linked with abject poverty.

In recent decades, and particularly since the end of 
World War II, the general rise in income in the nation 
and throughout the South has vastly increased the num
ber of middle-income families. With larger incomes, these 
families have a money surplus over and above expendi
tures required to meet basic necessities. This surplus has 
enabled them to make instalment payments and to enter 
confidently into agreements to buy now—pay later. Lend
ers, on the other hand, have found consumer lending to 
be relatively riskless and quite profitable. As a result, they 
have actively wooed the consumer by developing new lend
ing techniques such as check credit, and by broadening 
the scope of items that may be purchased on credit.

Debt, It's Wonderful!
Not too long ago, instalment buying was a device for ob
taining not “luxuries” or “semi-luxuries” but certain “es
sential” items for the household. Today, however, it is a 
different story. Durable goods of many types have become 
“conventional necessities” rather than “luxuries.” The 
class stigma of buying on instalments— to the extent that 
it existed—has vanished altogether. And as a British 
newspaper has put it: “To most classes instalment buying 
seems a common sense way of ‘saving,’ and of coming into 
an inheritance of contemporary boons the moment the 
deposit is made.”

Southerners have joined consumers throughout our 
nation— and for that matter throughout many parts of 
the world—in the rush to obtain credit. As a result, con
sumers residing in states lying wholly or partly in the 
Sixth Federal Reserve District—Alabama, Florida, Geor
gia, Louisiana, Mississippi, and Tennessee— now owe 
about $4,200 million of short- and intermediate-term 
instalment debt to financial institutions and retail outlets. 
This amount represents an increase of about 16 percent 
over the $3,570 million outstanding at the end of 1958, 
the only date for which detailed debt data are available 
for individual District states. Throughout this discussion 
consumer debt will refer to instalment debt, excluding 
such things as charge account credit, medical debt, public 
utilities bills, and the like.

The state data—presented here for the first time— 
reveal wide variations in outstanding instalment debt, 
ranging from $230 million in Mississippi to $960 million 
in Florida. These variations reflect differences among 
states in the level and distribution of income and liquid 
assets, age, marital status, size of population, and other 
factors. The average income of $1,067 in Mississippi, for
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example, suggests that a relatively large proportion of the 
families in that state have low incomes, and are neither 
in the market for consumer credit nor eligible to obtain it. 
The higher average income of Florida residents— $1,846, 
however, indicates that the distribution of families by 
income offers considerable potential for consumer credit.

Despite having the highest consumer debt total, con
sumers in Florida owed less relative to income at the end 
of 1958 than did consumers in several other District states. 
In Florida, for example, per capita consumer debt repre
sented 11.5 percent of per capita income, a smaller pro
portion than in Alabama, Tennessee, and Georgia. In all 
District states, however, the ratio of debt to income was 
higher, according to our estimates, than in the nation. 
This reflected the lower average incomes prevailing in 
District states compared with the nation, rather than 
higher average debts.

Sources of Consumer Funds
How did consumers residing in the South, an area which 
has traditionally been unable to generate sufficient savings 
to finance business and capital expansion, manage to get
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several billion dollars of credit? Where did they obtain 
the funds which enabled them to spend for everything 
from autos to Northern vacations? The answer is that a 
major share of consumer debt was financed by domestic 
establishments— banks and other institutions domiciled in 
Sixth District states— but a large share of the total, prob
ably as much as 4 0  percent, came from foreign establish
ments— those with headquarters outside the South.

Commercial banks play a particularly strategic role in 
financing the consumer, since they are important both as 
direct lenders to consumers and suppliers of funds to in
stitutions that extend consumer credit. At the end of 1958, 
consumer instalment debt held by commercial banks located 
in District states amounted to $ 1 ,1 4 0  million or 32  per
cent of the total for the District. Much of the non-auto- 
motive credit on the books of commercial banks was ex
tended directly to consumers. Of the $ 5 8 0  million of out
standing auto debt, however, about three-fifths repre
sented purchases of paper originated by auto dealers. The 
ability of commercial banks to finance consumer credit, 
either directly or indirectly, depends on the volume of 
their excess reserves, and how they distribute total loans 
among the consumer, business, and real estate categories 
in order to maximize earnings and minimize risk.

Sales finance companies, unlike banks, are not active 
as direct lenders but purchase instalment paper from 
others, usually retail dealers. Since financing automobiles 
accounts for about three-fourths of their business, the 
average amount lent is relatively large. Consumer finance 
companies, on the other hand, specialize in the direct 
lending of small cash loans, often on an unsecured or 
signature basis. These loans are used for a variety of 
purposes, but consolidation of existing debts, purchases 
of durable goods, and payment of medical bills are among 
the most important. Consumers in District states owed 
$ 1 ,4 8 0  million to sales and consumer finance companies 
at the end of 1958, 29  percent more than they owed to 
banks. Of the debt owed to both types of finance com
panies, about three-fourths was on the books of companies 
with headquarters outside the District, while the balance 
was owed to domestic companies.

Finance companies obtain most of the funds they need 
to “carry” consumer debt from the capital market, from 
banks, and by selling commercial paper. The source of 
funds that are tapped at any time depends on such things 
as the relative availability of credit, the pattern of interest 
rates, and the size of the company. While there are differ
ences between the borrowing patterns of sales and con
sumer finance companies, it is possible to generalize by 
saying that the smaller the size of the company the more 
likely it is dependent upon banks as a source of funds. 
Data from a survey conducted in October 1955 indicated 
that sales finance companies owed District banks $119  
million. Since the average-size loan at that time was rela
tively small, ranging from $29  thousand in Alabama to 
$ 1 8 9  thousand in Georgia, it would appear likely that 
Southern banks provide funds primarily to the smaller 
domestic companies.

Consumers in District states owed credit unions— all 
domestic establishments— $ 2 7 0  million. While this amount 
represented only 8 percent of the total at the end of 1958, 
credit unions have been accounting for an increasing

proportion of debt over the years. Credit unions are in
dependent in that they have little need for external funds 
to finance their lending operations. Instead, the major 
source of their financing stems from additions to savings 
or share account holdings by members.

Although most of the debt owed by consumers in Dis
trict states was held by financial institutions, retail out
lets— department, furniture, household appliance stores, 
and the like— held a significant amount. Consumers in 
District states owed retail outlets, excluding charge ac
count debt, $ 6 8 0  million or 19 percent of total debt out
standing at the end of 1958. A portion of this amount was 
owed to Southern branches of national firms, but precise 
information on this point is not available. It is probable 
that they obtain funds to finance receivables from banks 
outside District states as well as institutions located here.

Consumer Credit Markets
It is likely that the total amount owed by residents in 
District states reflects purposes of borrowing similar to 
those of consumers throughout the nation. If this is so, 
auto purchases accounted for about two-fifths of the total 
debt owed by consumers in District states. Purchases of 
furniture, refrigerators, television sets, and other durable 
goods accounted for about one-fourth of total debt, the 
same share as instalment cash borrowing; the balance rep
resents money owed for home repair and modernization.

Consumer Credit Markets, United States
Instalm ent Debt O utstanding by Purpose of Loan and b y Lender

(Millions of Dollars)

Dec., 1939 Dec., 1959
Percent Percent
Distri- Distri-

Amount bution Amount bution
TOTAL DEBT-ALL PURPOSES . 4,503 100 39,482 100
Commercial Banks . . . 1,079 24 14,922 38
Sales Finance Companies . 1,197 27 10,145 26
Other Financial Institutions 789 17 8,771 22
Retail Outlets................... 1,315 29 5,056 13
Auto D ealers................... 123 3 588 1
AUTOMOBILES............................... 1,497 100 16,590 100
Sales Finance Companies . 878 59 7,328 44
Commercial Banks . . . 415 28 7,309 44
Other Financial Institutions 81 5 1,365 8
Auto D ealers................... 123 8 588 4
OTHER CONSUMER GOODS . . 1,620 100 10,243 100
Retail Outlets................... 1,315 81 5,056 50
Commercial Banks . . . 166 10 2,553 25
Sales Finance Companies . 115 7 1,883 18
Other Financial Institutions 24 2 751 7
REPAIR AND MODERNIZATION 298 100 2,704 100
Commercial Banks . . . 135 45 1,941 72
Other Financial Institutions 15 5 728 27
Sales Finance Companies . 148 50 35 1
PERSONAL LOANS . . . . 1,088 100 9,945 100
Other Financial Institutions 669 62 5,927 60
Commercial Banks . . . 363 33 3,119 31
Sales Finance Companies . 56 5 899 9

Classifying debt by purpose provides some insight into 
the differentiation of national consumer markets. It also 
enables one to assess the relative importance of various 
types of lenders in each market. As may be seen in the 
table, commercial banks and sales finance companies
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Bank Announcement
O n June 1, the F lorida  N a tio n a l B a n k  a t P o r t S t. Joe , 
P o rt St. Joe , F lorida , throu gh  a co n vers io n  o f th e  s ta te , 
n on par, n o n m em b er  F lorida  B a n k  a t P o r t S t. Joe , b e 
ca m e a m e m b e r  o f  the F ed era l R e se rv e  S ys tem  an d  
began  to  rem it a t p a r  fo r  ch eck s  d raw n  on  it w hen  
r e c e iv e d  fro m  th e  F ed era l R e se rv e  B an k . O fficers are  
J. L . Sharit, P resid en t; H a rry  H . Sau n ders, V ice P res i
d en t; W a lte r  C . D o d so n , V ice P res id en t a n d  C ash ier; 
a n d  R u d o lp h  H a rd ee , A ss is ta n t C ash ier. C a p ita l s to c k  
to ta ls  $ 1 0 0 ,0 0 0  an d  su rp lu s a n d  o th er  ca p ita l fu n ds  
$250,000

WHO FINANCES SOUTHERN CONSUMERS?
Continued from Page 9

dominate the market for automobile credit, together ac
counting for 88 percent of outstanding auto debt. Banks, 
which are the most diversified of the lenders to consumers, 
are also the main figure in the area of repair and modern
ization credit, and contribute significantly to the financing 
of durable goods other than autos, and instalment cash 
lending. In these latter two categories of consumer lend
ing, however, retail outlets and consumer finance com
panies, respectively, dominate the market.

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

BUSINESS IMPROVES IN LOUISIANA
Continued from Page 7

for the lull in construction is the shift in capital spending 
from new plant to spending for labor-saving equipment. 
There also appears to be a general “catching up” in resi-

Department Store Sales and Inventories*

Percent Change
Sales_____________  _______ Inventories

May 1960 from 5 Months May 31, 1960 from 
Apr. May 1960 from Apr. 30 May 31

Place______________________________ 1960 1959 1959 1960 1959
ALABAMA........................................ —11 —2 + 1 —2 + 9

B irm ingham .............................—9 — 1 —1 —4 +3
M o b ile ........................................ —12 —4 +2
Montgomery.............................—11 —9 —2

F LO R ID A ........................................ —12 +5 + 8  —4 +9
Daytona Beach.............................—14 —11 —3
Ja ckso n v ille .............................—2 +14 +19 —8 +12
Miami Area.................................. —12 + 9 +8

M ia m i ...................................—15 —7 +1
Orlando........................................—9 —5 —1
St. Petersburg-Tampa Area . —13 + 5 + 9 —2 +18

G EO RG IA ........................................ —13 +1 + 3  —3 +17
A t la n ta * * .................................. —13 + 4  + 5 —2 +25
Augusta........................................ —6 —4 +3
Colum bus.................................. —14 —6 —1 —3 —2
M a c o n ........................................ —13 —5 —1 — 1 + 2
Rom e**........................................—21 —7 +3
Savannah ...................................—12 —7 —4

LO U IS IA N A ...................................—7 —4 —2 —2 +17
Baton Rouge . . . . . .  —1 —10 —5 +0 +12
New O r le a n s .............................—8 —0 +1 —2 +19

M ISSISSIPPI.................................. —12 — 11 —5 —1 +5
Jackson........................................ —10 — 13 —7 —5 + 2
Meridian**...................................—14 —8 —2

TEN N ESSEE .................................. —10 —5 —2 —1 +5
Bristol-Kingsport-

Johnson City** . . . .  —17 — 14 —6 —0 +2
Bristol (Tenn. & Va.)** . —22 —18 —9 + 3 — 4

Chattanooga.............................—6 —6 —4
K n o x v ille ...................................—13 + 2  + 2  +2 +20

D ISTR IC T........................................ —11 — 1 + 2 —3 +12

♦Reporting stores account for over 90 percent of total District department store sales.
**In order to permit publication of figures for this city, a special sample has been 

constructed that is not confined exclusively to department stores. Figures for non
department stores, however, are not used in computing the District percent changes.

dential building, which may have been augmented by a 
scarcity of mortgage funds.

Mechanization on farms continues to take its toll of the 
farm population. For the first five months in 1960 , there 
were 5 percent fewer farm workers than for the same 
period in 1959 . Despite lower employment, however, 
farm production remains high, but a further decline in 
farm prices has resulted in a drop in farm income this

year< N. C a r s o n  B r a n a n

Debits to Individual Demand Deposit Accounts
(In Thousands of Dollars)

Percent Change

May
1960

April
1960

May
1959

Year-to-date 
5 Months

May 1960 from 
April May from 
1960 1959 1959

ALABAM''
Anniston . . . . 39,718 37,832 40,303 +5 —1 +3
Birmingham . . . 829,991 784,772 771,730 +  6 +8 + 4
Dothan . . . . 35,110 35,655 32,373 —2 + 8 + 8
Gadsden . . . . 38,872 35,845 37,949 + 8 + 2 + 0
Huntsville* . . . 62,032 61,561 64,653 +  1 —4 —2
Mobile . . . . 301,948 284,477 292,533 +6 +3 +6
Montgomery . . . 176,993 157,274 167,596 +  13 +  6 +1
Selma* . . . . 24,968 24,111 24,556 +4 +  2 +7
Tuscaloosa* . . . 55,333 55,111 50,869 +0 + 9 + 8

Total Reporting Cities 1,564,965 1,476,638 1,482,562 +6 + 6 +4
Other Citiesf ■ • . 793,603 726,663r 742,163r + 9 +7 +5
FLORIDA

Daytona Beach* 57,760 59,993 59,929 —4 —0
Fort Lauderdale* . 208,077 215,956 201,010 —4 +4 +6
Gainesville* . . . 40,891 42,956 36,826 —5 +  11 + 13
Jacksonville . . . 834,042 794,924 827,699 +5 +  1 +5
Key West* . . . 15,571 16,319 16,322 —5 —5 —1
Lakeland* . . . 80,642 80,492 76,319 +  0 +6 +9
Miami . . . . 881,596 895,300 845,919 —2 + 4 +5
Greater Miami* 1,310,424 1,343,458 1,268,992 — 2 + 3 +3
Orlando . . . . 267,740 243,643 254,419 +  10 + 5 +9
Pensacola . . . 89,952 86,830 86,144 +4 +4 +4
St. Petersburg . . 214,622 218,767 215,356 —2 —0 +3
Tampa . . . . 439,993 430,993 418,598 +2 +5 +5
West Palm Beach* 130,650 146,731 138,916 —11 —6 —2

Total Reporting Cities 3,690,364 3,681,062 3,600,530 +0 +2 +4
Other Citiesf . . . 1,655,136 l,686,630r l,596,647r —2 +4 +  7
GEORGIA

Albany . . . . 55,857 49,041 48,200 + 14 +  16 + 13
Athens* . . . . 41,227 39,417 36,822 +5 +  12 +8
Atlanta . . . . 2,103,734 2,026,117 1,927,974 +4 +9 +7
Augusta . . . . 108,468 108,827 99,593 —0 +9 +10
Brunswick . . . 24,111 22,427 22,487 +8 +7 +4
Columbus . . . . 108,814 100,280 101,433 +9 +7 +5
Elberton . . . . 10,203 9,805 9,356 +4 +9 +6
Gainesville* . . . 48,697 46,074 51,067 +6 —5 —5
Griffin* . . . . 19,972 17,919 18,522 +  11 +8 +4
LaGrange* . . . 21,545 21,183 20,164 + 2 +7 —5
Macon . . . . 127,647 117,555 115,105 +9 +  11 +4
Marietta* . . . 32,698 32,423 32,572 +  1 +0 + 4
Newnan . . . . 18,546 17,942 16,612 +3 +12 +15
Rome* . . . . 53,921 45,970 42,351 +  17 +27 +16
Savannah . . . . 204,998 192,923 202,376 + 6 +  1 +1
Valdosta . . . . 31,534 33,363 33,923 —5 —7 +4

Total Reporting Cities 3,011,972 2,881,266 2,778,557 +5 + 8 +7
Other Citiesf . • . 994,315 945,625r 898,228r +5 +  11 +  10
LOUISIANA

Alexandria* . . . 72,155 70,347 65,813 +3 +  10 +2
Baton Rouge . . 287,360 277,332 279,706 +4 +3 +2
Lafayette* . . . 58,345 63,220 63,715 —8 —8 —2
Lake Charles . . 78,562 79,600 88,111 —1 —11 —8
New Orleans . . . 1,406,834 1,325,631 1,288,361 + 6 +9 +4

Total Reporting Cities 1,903,256 1,816,130 1,785,706 + 5 +7 +3
Other Citiesf . . . 624,419 615,358r 607,626r +  1 +3 + 1
MISSISSIPPI

Biloxi-Gulfport* . 49,817 47,438 47,580 + 5 +5 +5
Hattiesburg . . . 36,190 38,058 35,045 —5 + 3 +7
Jackson . . . . 281,403 284,612 280,485 —1 +0 +5
Laurel* . . . . 28,393 27,461 26,744 +3 +  6 +10
Meridian . . . . 47,765 40,594 43,370 +  18 +10 +2
Natchez* . . . . 23,135 24,407 23,468 —5 —1 +5
Vicksburg . . . 20,740 19,673 18,525 +5 +  12 +5

Total Reporting Cities 487,443 482,243 475,217 +1 + 3 +5
Other Citiesf . . . 275,425 271,079r 258,250r +  2 +7 +9
TENNESSEE

Bristol* . . . . 46,473 46,375 44,494 +0 + 4 +4
Chattanooga . . 316,996 311,585 319,583 +2 —1 +4
Johnson City* . . 41,223 43,740 39,247 —6 +5 +5
Kingsport* . . . 82,194 85,797 79,692 —a, + 3 +8
Knoxville . . . 247,073 230,546 219,784 +7 +12 +5
Nashville . . . 763,647 686,158 680,911 +11 +12 +  1

Total Reporting Cities 1,497,606 1,404,201 1,383,711 +7 + 8 +3
Other Citiesf . . . 591,931 574,614r 566,605r +3 + 4 +5
SIXTH DISTRICT . 17,090,435 16,561,509r 16,175,802r +3 + 6 +5Reporting Cities 12,155,606 11,741,540 11,506,283 + 4 + 6 +4

Other Citiesf . . 4,934,829 4,819,969r 4,669,519r +2 +6 +6
Total, 32 Cities . . 10,431,059 9,978,381 9,821,559 +5 +6 +5
UNITED STATES

344 Cities . . . 232,953,000 225,984,000 215,964,000 + 3 + 8 +7
*Not included in total for 32 cities that are part of the National Bank Debit Series.
fEstimated. r Revised.
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