
T e n n e s s e e  

C o m e s  O u t  

A h e a d

When you’re struggling to catch up, whether in 
a foot race or in terms of personal income, you’ve 
got to go faster than the leader to get abreast 
of him. Last year Tennessee, a state whose per 
capita income trails the national average, ad
vanced more rapidly. Personal income, the most 
comprehensive indicator of economic growth, 
grew 10 percent in the Volunteer state, com
pared with 8 percent for the nation.

Personal income was not, however, the only 
Tennessee economic indicator to outpace those 
of the nation. The state’s nonagricultural em
ployment growth exceeded the nation’s by an 
even wider margin than personal income. Mean
while, unemployment remained lower in Tennes
see than in the nation.

The number of jobs resulting from investment 
in new and expanded plants in Tennessee ex
ceeded that of each of the other District states, 
according to Georgia Tech’s Industrial Develop
ment Division. Tennessee ran second in the value 
of such investment. Its total growth of nonagri
cultural employment also ran ahead of that of 
other District states, although, as was common in 
the nation, it did not equal 1965’s gain.

Manufacturing Spurred by Chemicals
The most rapid growth of Tennessee employ
ment was experienced in the manufacturing sec

tor, an income source more important in the 
state than in the nation and one whose income 
growth rate in the state is rivaled only by gov
ernment. Gains in manufacturing, Tennessee’s 
largest employer, were not evenly distributed, of 
course. Cities showing particularly strong growth 
were Chattanooga, the Tri-Cities (Kingsport, 
Bristol, and Johnson City), and Memphis (out
side the Sixth District).

From August 1965 to August 1966, Chatta
nooga’s total employment growth led every major 
metropolitan area in the nation but one, yet em
ployment in its major manufacturing industry, 
textile mill products, declined during this period
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and through the remainder of 1966. Textile mill 
employment for the state as a whole also showed 
a December-to-December employment decline. 
But, despite this weakness in textiles, common 
to much of the nation, Chattanooga’s manufactur
ing employment rose more rapidly than did total 
nonagricultural employment.

Employment growth in the nation slowed dur
ing the fall, but the reverse was true in both 
total and manufacturing employment in Chatta
nooga, where the growth of employment in the 
December-to-December period exceeded August- 
to-August growth. Sparking this expansion was 
a large increase in employment in chemicals, a 
rapidly growing sector throughout the state. This 
swift rise of chemical and allied products em
ployment was spurred by the industry’s strong 
performance nationally.

The most important chemical industries in 
Tennessee are basic chemicals, mainly inorganic 
in nature, and fibers, plastics, and rubbers, with 
concentration in cellulosic manmade fibers. 
While overall chemical gains in the nation were 
strong throughout the year, some softness in syn
thetic fibers, which were plagued by over-capac
ity, import competition, and price cutting, was 
evident in the fall. Explosives, though not a major 
industry in the state, are important in some sec
tions and expanded greatly in response to the 
heavy ammunition requirements of the Viet Nam 
War. Both Chattanooga and the Tri-Cities bene
fited from this “boom” in ordnance.

The chemical industry, largest manufacturing 
employer in the Tri-Cities, played an important 
role in the area’s pace-setting growth of employ
ment. As in Chattanooga, total nonagricultural,
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manufacturing, and chemical employment in the 
Tri-Cities area rose even more rapidly in the De- 
cember-to-December period than in the August- 
to-August period. And again like Chattanooga, 
the rate of gain in manufacturing employment 
was greater than that in total employment.

In Knoxville, chemicals, though not so im
portant as in the Tri-Cities, are also the largest 
manufacturing employer. Due perhaps to the in
dustry’s different structure in Knoxville, its rate 
of growth in this city fell well below that of 
Chattanooga and the Tri-Cities. The growth of 
total nonagricultural and manufacturing employ
ment in Knoxville was also below their rates. And 
in contrast to Chattanooga and the Tri-Cities, the 
growth of manufacturing employment in Knox
ville decreased late in the year and its growth 
rate was less than that of total employment, 
which rose.

In the state’s other large interior city, Nash
ville, the picture was the reverse of Knoxville in 
two respects: manufacturing employment led 
total employment growth, and both rates of in
crease fell off as the year progressed. Yet Nash
ville’s most important manufacturing industry, 
printing and publishing, grew more rapidly. Off
setting this strength was a December-to-Decem
ber weakness in other areas of manufacturing and 
trade.

The growth rate of trade jobs declined through
out the state as the year grew older, though 
climbing in Chattanooga, Knoxville, and the Tri- 
Cities. Only in Chattanooga was the rise excep
tionally large, however. For the state, trade 
showed the greatest employment growth outside 
manufacturing. This, along with sales tax figures, 
suggests that Tennessee’s retailers were not ad
versely affected by the widespread slowing of 
the nation’s retail sales growth.

Autumn Growth Slower
In spite of the faster growth of total employment 
in some of its major cities in the December-to- 
December period than in the August-to-August 
period, the record of the state as a whole more 
closely mirrored the national trend, i.e., it ex
perienced a slowdown in employment growth as 
the year progressed. A more moderate rate of 
growth was seen in total nonagricultural, total 
manufacturing, and durable and nondurable 
goods manufacturing employment.

The rise of construction employment in Ten
nessee compared favorably with the national 
level, which was affected by a slump in resi
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dential construction. During this period the na
tion experienced an absolute decline in con
struction employment. In Tennessee a reduction 
of activity in residential construction showed up 
clearly in the various construction contract and 
building permit series and in the figures on real 
estate mortgage loans, as the accustomed flow 
of mortgage money fell off sharply. However, 
Tennessee savings and loan institutions experi
enced the smallest contraction of savings flows 
of any District state, and, not surprisingly, cut 
back less on mortgage lending.

Although the number of residential construc
tion contracts declined from the previous year’s 
total by 14 percent, nonresidential construction 
contracts showed a whopping 26-percent gain 
and total construction contracts rose 9 percent. 
While residential construction contracts managed 
to actually post a small gain in Chattanooga, they 
fell off by 30 percent or more in the two cities 
which in 1965 accounted for a quarter of the 
state’s residential construction—Knoxville and 
Nashville.

Growth Pattern Important
The manufacturing-dominated pattern of em
ployment growth last year was encouraging for 
a state striving to catch up with national per
sonal income, for manufacturing pays relatively 
well. The vigorous growth of employment in dur
able goods manufacturing throughout the year 
was particularly helpful. Durables’ December-to- 
December growth rate at 13.3 percent dwarfed the 
6.6-percent rise of nondurable goods and the 6.8- 
percent gain for total nonagricultural employ
ment. And though durables’ August-to-August 
gain was higher than the December increase, the 
slowing late in 1966 was slight. In Tennessee, this 
sector is less important than in the nation and 
pays, on average, slightly higher wages than the 
much larger nondurable goods sector. Because 
the nation’s distribution of jobs is weighted more 
heavily in the faster growing durables than Ten
nessee’s, the Volunteer state faced a handicap in 
outpacing the nation last year.

Agriculture Near Record
In 1966 cash receipts from farm marketings fell 
short of the 1965 record level by less than one 
percent. This development reflects diverse trends 
in the two major sources of farm income: crop 
and livestock sales.

In 1966 crop sales dropped to the lowest level 
in six years, caused mainly by a sharp reduc

tion in cotton production and prices. Meanwhile, 
for the year, sales from livestock, which ac
counted for 59 percent of Tennessee’s cash re
ceipts, were the highest on record. Large market
ings and high prices for cattle, broilers, and hogs 
pushed receipts up in the first half of the year. 
In the last half, prices for these commodities 
moderated. However, milk and egg prices gained 
significantly.

Although production expenditures rose further 
and cash receipts are down slightly, Tennessee 
farmers will probably report net farm incomes 
near 1965 levels. Somewhat higher government 
payments in the form of price supports and 
acreage diversion payments in the cotton pro
gram will be the balancing factor.

Outlook
Although we are all interested in how we ar
rived at our destination, we are more concerned 
about where we are going. One of the best indi
cators of this, however, is how we got where we 
are. Tennessee’s record indicates that if she is 
to hold her own in 1967, she must beat the na
tion’s overall record. This is the harsh demand 
of a vital, growing economy. One must run faster 
just to stay in the same place. To pass all the 
hurdles, one must advance more rapidly. And 
although its prospects now look bright, we will 
have to wait and see if the Volunteer state this 
year manages to fulfill this requirement.

C arole E. S cott

This is one of a series in which economic develop
m ents in each of the S ix th  D istric t sta tes are d is
cussed. Copies of A  R e v i e w  o f  A l a b a m a ’s  E c o n o m y ,  
1960-1966; A  R e v i e w  o f  G e o r g i a ’s  E c o n o m y ,  1960- 
1967; and A  R e v i e w  o f  T e n n e s s e e ’s  E c o n o m y ,  1960-
1967, are now available upon request to the Research  
D epartm ent, F ederal R eserve Bank of A tlan ta , A t
lanta, Georgia 30303.

B a n k  A n n o u n c e m e n t s

The Sea Island Bank, Statesboro, Georgia, a nonmem
ber bank, began to rem it at par on April 13 fo r checks 
drawn on it when received from the Federal Reserve 
Bank.

On April 27, The Trust Company of Georgia Bank of 
Sandy Springs, Sandy Springs, Georgia, opened for 
business as a nonmember bank and began to rem it at 
par. W illiam  L. Henning is president, and S. Jack Hall, 
vice president and cashier. Capital is $200,000; sur
plus and other capital funds, $300,000.
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