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Monfhlu Review
Textile Activity Joins the Upswing

As the nation enjoys the exhilaration of a general expansion in business 
activity, it seems an appropriate time to see what is happening to an 
industry that provides employment to about one out of every eight 
persons engaged in manufacturing in the District.

This area’s textile industry fortunately was quick to join the 
upswing in business activity that got underway after February of this 
year. This is not surprising since District products are closely tied to 
national markets. Developments in markets for consumer goods are 
likely to affect regional output of cotton, man-made, and wool fabrics 
used by the so-called “needle trades;” hosiery and other knit wear; 
home goods, such as bedspreads, blankets, towels, carpets, and rugs; 
and yarn and thread.

Since many regional textile products, e.g., tire cord and fabric, 
twine, and upholstery, have industrial uses, demand for them is likely 
to be affected by changes in a broad range of other industrial activities.
We cannot determine precisely how the impact of changes in demand 
for textile products is transmitted to the Southeast’s textile industry, 
but we do know that changes since January have combined to bring 
about an upswing in textile activity here.

The Evidence
We can see this, first of all, from looking at the rise in the number of 
manhours worked in the District’s textile industry. As the accompany
ing chart shows, textile employment held steady in February and March 
of this year and then rose gradually through July, the latest month for 
which figures are available. The average work week lengthened in Feb
ruary, indicating a pickup in activity even before employment rose.

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

September 1961



Typically, the work week lengthens as a first response 
to increased demand; additions to the work force usually 
follow as recovery continues. This was the response of 
the textile industry here to recovery from the national 
recession that ended in early 1958, and recovery from 
the recession that ended about last February appears to 
be influencing our textile industry in a similar way. 
Whereas those textile workers employed in January put 
in an average of 37.3 hours each week, a slightly larger 
number in July put in an average of 40.2. As a result 
of increases in employment and a lengthening of the 
work week, total manhours worked rose about 10 percent 
from January to July.

Because cotton is the dominant fiber used in textile 
manufacturing, cotton consumption is a valuable indicator 
of short-run changes in textile activity. Cotton had lost 
ground in textile manufacturing for a number of years 
prior to 1955 because of the increased use of man-made 
fibers. Since that time, however, it has held its own rather 
well, accounting for slightly less than two-thirds of total 
fiber consumption. The amount of cotton consumed can 
thus be used with greater confidence as an indicator of 
current textile activity now than was the case a few 
years ago.

Recently, cotton consumption has turned upward, fol
lowing a decline that started in early 1960 and continued 
throughout the year. From a low point reached in Janu
ary, it had risen 13 percent by July 1961. Despite the 
sharp gain made by mid-year, however, cotton consump
tion still has a substantial distance to go before recover
ing the pre-recession level of early 1960.

Textile mill employment also has a gap to close in 
recovering its pre-recession level, and if previous experi
ence is a guide it may not succeed in doing so. Although 
a slight rise has occurred so far this year, a downward 
trend has been taking place over the years as more effi
cient machinery has come into use. Nationally, a similar 
development has been reflected in the sharply divergent 
trends in textile employment and output between 1947 
and 1960, as shown in the chart below. Even though em
ployment dropped about 29 percent in that thirteen-year 
period, output increased nearly 24 percent. Comparable

output figures for the District are not available, but infor
mation from the periodic Censuses of Manufactures tells 
us that the use of more efficient machinery and a reduc
tion in manpower are taking place here. Thus, between
1947 and 1958 textile employment dropped 13 percent 
while the value added to textile products by the manu
facturing process in the District rose 9 percent. Employ
ment and manhours worked, therefore, are likely to un
derstate substantially the current level of textile activity 
in comparison with that of even a year ago. As the period 
of comparison is extended, of course, the understatement 
increases.

Figures on consumption of electricity by textile mills 
give further evidence of recovery in activity this year, as 
the index plotted in the first chart shows. This index, which 
is being developed by this Bank on an exploratory basis, 
increased 8 percent between January and May after al
lowance for seasonal adjustment. Just as figures on em
ployment and manhours may understate activity, how
ever, the increased use of machinery may cause the 
figures on electricity consumption to overstate it. Further 
experience with both sets of data should eventually enable 
us to draw more accurate inferences with regard to trends 
in textile activity. Whichever indicator is considered, there 
can be no doubt that textile activity has expanded sub
stantially since the first of the year.

Areas Affected
The improvement has directly affected about 170,000 
textile workers in this District and, of course, has indi
rectly affected an unknown number of people in other 
businesses. The direct effects from changes in the textile 
industry are concentrated to a large extent in the shaded 
areas of Georgia, Alabama, and Tennessee, shown on the 
map. The various degrees of shading are based on available
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textile employment figures in mid-March 1959, as shown 
by old-age, survivors, and disability insurance information 
published by the U. S. Department of Commerce. The 
shaded areas account for about 75 percent of all District 
textile employment at that time, the latest period for which 
such information is available by counties. Of the remain
ing counties, those containing one or more textile establish
ments at the time of the 1958 Census of Manufactures 
are indicated by the small black dots.

Factors at Work
Since the nation serves as the market for our textile 
products, we can look to national figures to discern some 
of the factors behind the expansion in activity here. Un
doubtedly of particular importance have been develop
ments in the apparel market, which accounts for over 40 
percent of textile fiber consumption in this country. From 
January to June, apparel manufacture expanded nearly 
9 percent after allowance for seasonal changes. Other 
important markets that have shown increased activity are 
the manufacture of furniture and rugs and automobiles, 
which would particularly affect the output of tire cord 
and fabric and of upholstery. From a depressed level 
earlier in the year, output of automobiles experienced an

especially sharp rise through June. On a much broader 
scale, the expansion of general manufacturing output has 
surely contributed to the rise in demand for textile prod
ucts. Textile mill operators had, through June, expanded 
their production less than their sales had increased, a 
development that probably indicates they have been re
sponding cautiously to an increase in current demand 
rather than to the mere anticipation of increased sales.

A look at developments in consumer spending indi
cates that such caution is understandable at this time. 
For a sustained rise in apparel manufacture to occur, we 
should look for a pickup in spending at the retail level, 
but in June sales at apparel stores were little changed 
from the first three months of the year. Furniture and 
home furnishings sales have shown some increase since 
February, but the rise has not matched the gain in the 
manufacture of furniture and rugs. Although automobile 
sales have increased sharply since early in the year, the 
question now on the minds of observers is, “Will the 
next few months bring still further gains?” Consumer 
spending at retail outlets has had a slight upward trend 
this year, but it may have to do even better to maintain 
the upward trend of textile activity.

Ph ilip M. W ebster

Beginnings of Recovery in Alabama
Happily, the title of this article suggests that Alabama’s 
recent economic slump can now be discussed in the past 
tense. Last summer’s highs in output and employment 
have been about regained. For Alabama, as for the na
tion, the 1960-61 recession turned out to be the mildest 
of the postwar period. From the peak level recorded in 
July 1960 to March of this year, Alabama’s nonagricul- 
tural employment declined, after seasonal adjustment, 2.5 
percent, compared to a peak-to-trough drop of 3.8 per
cent during the 1957-58 recession. A look at the forces 
that shaped the saucer-like recession of 1960-61 may 
throw light on Alabama’s present economic stance and 
indicate where the state is headed.

Sources of Decline
Alabama’s economy weakened somewhat in late 1959 as 
a result of the steel strike. After recovering rapidly from 
the strike effects, activity inched up slowly and by mid
summer had about regained its earlier peak. Declining 
steel orders threatened to hold down the economy during 
that half-year, but strength in other sectors was more than 
offsetting. The beginning of the recession in Alabama even 
trailed that of the nation by about two months.

Declines in iron and steel production were an impor
tant element in Alabama’s recession. During the recession 
period, employment reductions in Alabama’s steel mills 
and iron foundries may have accounted for as much as 
one-fourth of the decline in total nonfarm employment. 
Reduced steel orders, moreover, accounted for declines 
in coal and iron mining activity.

The national recession reached Alabama’s economy in

other manufacturing industries, too. Slight-to-moderate 
employment declines in late 1960 and early this year were 
observed in fabricated metals, chemicals, processed foods, 
woven cotton fabrics, furniture and other wood products, 
and cement. Superimposed on these employment declines 
were substantial lay-offs of workers in ship repair. This 
particular weakness, however, was associated with factors 
unrelated to the national recession and has been evident 
over a longer period.

Reductions in output and employment normally reduce 
income and spending. No wonder, then, that personal in
come declined shortly after output and employment had 
passed their peaks and that consumers cut back on their 
purchases of expensive durable commodities, such as 
houses, furniture, and autos. The dollar volume of resi
dential contract awards was 18 percent lower in the last 
six months of 1960 than in the second half of 1959, and 
furniture store sales fell 14 percent; auto sales weakened 
early this year. Seasonally adjusted bank debits— a rough 
measure of the rate of spending by all groups in the 
economy—began to show a declining tendency in the 
fourth quarter of last year.

Sources of Relative Stability
The comparative mildness of the recession in Alabama 
can partly be attributed to the factors that made for a 
modest national recession. In particular, since goods pro
duced in the state compete in national markets, a fairly 
quick turnaround in demand for manufactured goods 
at the national level tended to arrest the decline in Ala
bama’s manufacturing.
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