
eral merchandise stores in outlying areas registered the 
sharpest sales increase of any type of retail outlet and 
gained more in relation to their downtown counterparts 
than was the case for most other stores. Thus, general 
merchandise stores in the central business districts, domi
nated by department stores, accounted for 63 percent of 
total metropolitan area sales by such stores in 1958, 
whereas they accounted for 73 percent in 1954.

This decrease was undoubtedly caused by the rapid 
development of shopping centers and branches of large 
department stores outside the downtown areas. In 1958, 
the Directory of Shopping Centers, published by the Eco
nomic Research Bureau, Inc., of Chicago, listed over 220 
shopping centers in operation or under development in 
District states. Two years later, another edition of the 
same directory listed nearly 500. Florida alone had over 
200 in 1960, nearly as many as were listed for the entire 
area in 1958. “Surely,” the marketing expert would prob
ably say, “this is a splendid example of how shifts in re
tailing follow population movements.”

Another Type of Population Change
So far, we have found that changes in total population 
have been one factor explaining sales changes among 
counties in District states, between metropolitan and non
metropolitan areas, and between central business districts 
and outlying areas of major cities. Changes in total popu-

Banks Follow
In the first article in this issue, we pointed out that in areas 
where large population gains were recorded, total retail 
spending, particularly for convenience-type goods such as 
food and drugs, also rose sharply. The relationship be
tween population change and spending for autos and other 
consumer durable goods in an area is less striking. This is 
partly because families who plan to make a sizable ex
penditure may not be as concerned about the distance 
from their residence to the retail outlet as they are about 
the price, quality, and style of the article to be purchased.

Bankers may be mildly interested in the impact of 
demographic changes on consumer spending. They really 
sit up and take notice, however, when population move
ments and consumer credit are mentioned in the same 
breath. This latter relationship will be reviewed in this 
article, therefore, in an attempt to whet bankers’ interest. 
In addition, we shall also document the effort of bankers 
to follow the movement of population to the suburbs in 
their search for new deposit and credit business. Finally, 
we shall assess the extent to which banks in various geo
graphic areas are financing consumers.

Financial and Demographic Factors 
Stimulate Consumer Borrowing from Banks

At the end of last year, individual instalment debt out
standing at Sixth District member banks amounted to $1 
billion, $900 million more than in late 1946. About 45 
percent of this increase represented consumer debt in
curred for the purchase of automobiles. Instalment cash

lation, it has also been emphasized, explain only a part 
of the change in total retail sales; many other factors are 
usually involved.

Another type of population change has been the shift in 
the age distribution of the total population. That this fac
tor has been present is shown by the changes occurring be
tween 1950 and 1960 in the age distribution of popula
tion in District states. During this decade individuals whose 
ages were 5 to 19 years and 45 years and over increased 
in relative importance, while those of other ages de
creased. Market studies tell us, for example, that families 
headed by older people spend proportionately more than 
younger families on food, clothing, and medical and per
sonal care, but proportionately less on home operations, 
recreation, and automotive supplies.

The alert retailer is very much aware of the impor
tance of directing his sales efforts toward particular age 
groups. He knows, of course, that today’s age composi
tion will not be tomorrow’s, hence his market will be 
constantly changing. This merely compounds the changes 
he faces as a result of the shifts in total population. As 
one highly placed retailer stated before an important mar
keting convocation a few years ago, “In a dynamic econ
omy, the average retailer sometimes makes adjustments 
to market conditions without knowing why he makes 
them; and, many times, failing to make an adjustment at 
all, he is out of business. P h ilip  M. W e b s te r

the Consumer
loans and debt incurred for the purchase of other goods 
and services also rose, as may be seen in the chart.

Consumer instalment debt at banks increased because 
financial factors were favorable to an expansion of credit 
spending for durable goods and because such financing 
proved profitable. Consumers began the postwar period 
loaded with liquid assets and relatively free of short-term 
debts. Since then, continued growth in income has per
mitted consumers to replenish stocks of automobiles, 
household appliances, and furniture and to build up their 
stocks of such “new” commodities as television sets and 
air conditioners. As a result of this spending, a larger 
proportion of consumers are now indebted to banks, and 
because of higher prices and changes in product composi
tion they owe a larger average amount than they did 
fifteen years ago.

Shifts in population also have tended to stimulate ex
pansion in consumer borrowing from banks and other 
lenders. In 1958, more than 9 million of the nation’s 
families changed their place of residence. This gypsy-like 
transiency undoubtedly contributed to credit spending, 
since past data indicate that change of residence is a sig
nificant determinant of the amount spent for consumer 
durable goods. A move from city to suburb may make it 
necessary or convenient for a family to purchase a second 
car. Home repair and maintenance expenditures are fre
quently associated with moving to a different apartment 
or existing house. And in new surroundings, old home 
furnishings often seem inadequate or in short supply.
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The marked increase in the number of families in this 
part of the South, combined with the greater frequency 
with which they incur debt of large amounts, obviously 
must result in bills amounting to millions of dollars. At a 
later point, we will break down the amount of consumer 
debt owed to banks in different locations. Before we do 
this, however, it may be useful to trace population move
ments and deposit growth, since the ability of banks to 
extend consumer credit is related both to the size of their 
immediate market and the resources available to them.

Population and Bank Deposits 
Expand Sharply in the Suburbs

During the past decade, population within metropolitan 
areas but outside the central cities of District states 
increased 65 percent, according to U. S. Bureau of Census 
data, compared with gains of 28 percent inside the central 
cities and 6 percent outside the metropolitan areas. These 
variations in population growth are due to the movement 
of people from farm to city and from city to suburb. Ex
pansion in industry, trade, and finance in and around major 
cities in this part of the South created job opportunities. 
These opportunities, in turn, attracted unskilled and semi
skilled workers from low-income rural areas as well as 
skilled technicians and others from outside District states.

As the central cities grew and became more congested, 
many families whose financial status permitted moved to 
the suburbs. Following close behind the moving van were 
the bankers, eager to establish facilities and begin business.

Split-level homes are now frequently located on sites 
that a few years ago may have been cow pastures. Not far 
away are modern banks, also recently established. Many 
of these are equipped with drive-in windows to better 
service consumers on wheels, and all contain bankers who 
are ready and willing to accept deposits and extend credit. 
It’s no wonder that banks within metropolitan areas but 
outside central cities have increased their deposits almost 
200 percent in the past ten years. This figure would prob
ably be even larger if the data for all the branches of 
central city banks were available for classification accord
ing to location.

Despite the relatively small rise in population outside 
metropolitan areas, deposit growth there expanded at a 
surprisingly high rate. This may in part reflect a faster rate 
of expansion in the per capita income of residents of non
metropolitan areas than of those of metropolitan centers. 
It may also reflect a more intensive use of credit by con
sumers and businessmen in nonmetropolitan areas and by 
the remaining farmers, who are on the average larger 
operators.

Consumer Lending and Bank Resources 
Heavily Concentrated in the Cities

One might have expected the expenditures for automobiles, 
furniture, lawnmowers, and durable goods of many types 
made by the rapidly growing number of suburbanites to 
result in a sharp growth in consumer debt at banks out
side the central cities but within metropolitan areas. While 
credit demands may have risen rapidly, the proportion of 
individual instalment debt held by banks in this group at 
the end of 1960 accounted for only 7 percent of the indi-

Grow th and shifts in population , along w ith expansion  in 
incom es, have contributed significantly to the rise  in out
standing instalm ent loans to ind ivid uals held by District 
m em ber banks.

The exp ansion  in population in District states from 1950 to 
1960 has been accom panied by a sharp  grow th in total de
posits a t m em ber b anks, p a rticu la rly  those in a re a s  outside  
the central city.

Percent Change in Population Percent Change in Deposits 
Metro. Area Metro. Area

Central
City

Outside
Central

City

Outside
Metro.

Area
Central

City

Outside
Central

City

Outside
Metro.

Area

Alabama +  28 +  12 — 3 +  53 +  82 +  66
Florida +47 +  143 +  56 +  97 +  178 +  181
Georgia +  35 + 37 — 1 +  61 +  198 +  46
Louisiana +  17 + 76 +  12 +  41 +  380 +  66
Mississippi +47 — 3 — 2 +  131 0 +  70
Tennessee +  10 +  37 —  1 +  59 +  175 +  70
District +  28 +  65 ~  6 +  66 +  193 +  87

D espite the sharp  growth in population and deposits in the 
suburbs, the deposits of m em ber b anks located in the central 
cities of District states w ere  much la rg er re la tiv e  to popu
lation than they w ere  in other a re a s  a t  the end of 1960.

Metropolitan Area 
Central Outside Outside 
City Central City Metro. Area_ _ _ _ _ _ _

Percentage Distribution

At the end of 1960, the ratio  of in d ivid ual instalm ent debt 
to total deposits of m em ber banks va ried  only  slig htly  by 
location of bank.

Metropolitan Area 
Central Outside Outside

Type of Loan City Central City Metro. Area

Commercial and Industrial 19.6 15.4 14.6
Individual Instalment 9.0 9.2 10.1
Individual Single Payment 5.2 3.3 4.4
Real Estate 5.2 10.0 10.6
Financial Institutions 4.3 1.7 0.9
Purchase or Carrying Securities 1.9 1.2 0.4
Farmers 0.5 0.4 2.2
All Other 1.9 0.4 0.9

Total Loans 47.6 41.6 44.1
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vidual debt at all District member banks. Banks in the 
central cities, on the other hand, accounted for about two- 
thirds of individual instalment debt, and those outside 
metropolitan areas held the remainder.

There are several reasons why suburban banks hold 
such a small share of consumer debt. Expenditures for 
durable goods are frequently financed by instalment credit. 
Suburban consumers, however, who purchase close to 
home may still wind up in debt to a bank in the central 
city, since the merchant may have financing arrangements 
with a “big city” bank. Distance, in any event, may be 
less of a consideration to a borrower than the availability 
of credit on terms that suit his budget. Many potential bor
rowers, moreover, may be employed in the central city, 
thus making it more convenient for them to obtain credit 
there.

The main reason why banks in suburban areas hold 
such a small share of consumer debt is because their 
resources are limited. Although the total deposits of banks 
in metropolitan areas outside central cities increased at a 
greater rate than those of banks in other locations, there 
should be no mistake about where financial resources are 
concentrated. They are in the city. At the end of 1960, 
the central city areas in this part of the South accounted 
for about two-thirds of all bank deposits, but contained 
only one-fourth of the total population. In areas outside 
the central city and outside metropolitan districts, popula
tion was much larger relative to deposits, as the chart shows.

The imbalance between bank deposits and population 
within area groupings does not, of course, impede the 
flow of bank lending. The major financial functions of

banks in central cities are to service customers in the 
hinterlands of the metropolitan areas and to shift funds to 
other parts of the country, if there is a demand for them 
and funds are available.

Member Banks in All Areas Lend 
Heavily to Consumers

Banks in the central cities of District states not only hold 
the bulk of deposits, but they have indicated a willingness 
to allocate a large share of their loans to consumers. At 
the end of 1960, the ratio of individual instalment debt to 
total deposits at member banks in central cities was only 
slightly lower than the proportion at banks in other geo
graphic areas, as the table shows. The proportions of 
most categories of nonconsumer debt to deposits, however, 
were higher at banks in central cities than at banks in the 
other two groups. Despite strong demands for funds from 
many sources, banks in central cities continued to supply 
consumers with large amounts of credit. As a result, the 
ratio of their total loans to total deposits exceeded the 
ratios at banks outside central cities and outside metro
politan areas.

During the postwar period, the credit demands of con
sumers absorbed an increasingly large share of bank re
sources. This is particularly true if residential mortgage 
financing and loans to other financial institutions and retail 
outlets who supply consumers are included with short- 
and intermediate-term consumer debt. Judging from their 
past records, banks will continue in the future to respond 
to the changing credit needs of a growing and shifting 
population. A l f r e d  P. J o h n s o n

Consumer Finance Companies: Specialists in Cash Lending
Today’s consumer is better supplied with houses, auto
mobiles, and most major types of durable goods than he 
has been for many years. This change in the consumer’s 
position has encouraged him to seek products of better 
quality or at lower prices and has made his pattern of ex
penditures somewhat uncertain. In this environment of 
plenty, however, there is one commodity for which the 
consumer’s need is almost insatiable. Namely, money to 
spend. That such a situation prevails is most satisfying to 
consumer finance companies, because their main stock in 
trade is cash.

Origins of Consumer Finance Companies
Consumer finance companies, or small loan companies 
as they are sometimes called, grew out of developments 
in the post-Civil War period. At that time, the country 
emerged from its primarily agricultural state and began to 
transform itself into the urban-industrialized nation that 
now exists. During the 1880’s and 1890’s, the number of 
industrial workers increased enormously, as did their de
pendence on the weekly pay check. With wages low and 
employment irregular, families frequently found them
selves in need of cash, but with no place to turn. Gone 
was the relative security of the small town or village,

with its partially self-sufficient homes and neighborly cus
tom of mutual aid in emergencies. In its place was an 
impersonal city, where families frequently did not know 
their neighbors. Families, moreover, could not borrow 
from legitimate lenders because none were in business to 
make small cash loans to consumers.

Because the need to borrow was great, families who 
temporarily sought funds were driven into the hands of 
“loan sharks.” The exorbitant loan charges by such lend
ers and their exploitation of borrowers aroused the public, 
and in the early part of this century resulted in small loan 
legislation. The purpose of this legislation originally was, 
and is today, to enable borrowers to obtain the credit 
they need and to protect them against excessive charges 
and illegal collection practices.

Small Loan Laws of District States
All District states presently have a small loan law or its 
equivalent in the books. In accordance with this law, com
panies that extend small loans must be licensed by the 
state. The granting of a license presumably depends upon 
how well the public interest will be served. What are the 
fitness, character, and experience of the applicant? Will 
an additional lender be a convenience or advantage to the
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