
W h a t  K i n d  o f  Y e a r ?  
T h e  S o u t h e a s t  in  1 9 6 8
Records set by the national economy are by 
now taken as a matter of course. However, when 
records are broken in an area that has a lower 
per capita income than the national average, it 
is news one does not tire of hearing. And when, 
because of such a lag, “catching up” becomes 
an important objective, fresh evidence that the 
region is growing faster than the rest of the 
country is doubly welcome.

These statements are highly descriptive of 
what happened to the economy of the Southeast 
during 1968. All sorts of new records were set— 
in employment, in income, as well as in construc
tion. Moreover, the rate of gain in personal in
come in the Sixth District was more rapid than 
in the rest of the nation. Personal incomes in the 
District were up about 10 percent from 1967, 
according to this Bank’s estimates, based on the 
first ten months’ data.

Although these figures showed again that the 
Southeast is one of the faster growing areas of the 
country, one should not exaggerate the magni
tude of last year’s growth. In no individual Dis
trict state did the growth rate in 1968 differ 
sharply from the 9-percent gain in the national 
average. According to preliminary estimates, in
come was up 12 percent in Florida, 11 percent 
in Georgia, 10 percent in Mississippi, 9 percent 
in Louisiana, and 8 percent in Alabama and 
Tennessee from the year before.

With the Southeast’s economic structure look
ing increasingly like the nation’s, it is not sur
prising that the movement of the District econo
my throughout the year also followed closely 
that of the nation. As in other parts of the coun
try, business activity here was a little less ebul
lient toward the latter part of 1968 than earlier 
in the year. Aside from national income, two 
prominent District indicators that slowed down 
in autumn were employment and bank debits
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(a measure of checkbook spending).
The response to the imposition of the tax 

surcharge around mid-year and to the slowed 
growth of Federal spending was very much 
milder, however, than predicted nationally and 
implicitly for the Southeast as well. When the 
tax increase went into effect, many observers 
had forecast a substantial slowdown in second 
half 1968; some went so far as to say that a 
recession in early 1969 was a distinct possibility. 
Yet, to the surprise of even those who were 
bullish about the outlook in the Southeast, that 
region’s economy continued to expand with little 
let-up. Economic activity in the closing months 
of 1968, in fact, remained sufficiently strong to 
cause many economic gains for 1968 as a whole 
to exceed those of 1967. Certainly, this was true 
for the best regional economic yardstick available 
—personal income.
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During 1968, rates of personal income gains did 
not differ too much from state to state.
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♦Based on first ten months from year ago.

Income expansion in most states slowed during 
the latter part of the year.
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Lessons Learned
What lessons can we leam from this experience? 
One lesson that 1968 taught Southerners was 
not to exaggerate the likely short-run impact on 
the economy of changes in governmental policies. 
We might note that the forces that have stimu
lated Southern economic growth over the long 
term have been largely private, with much of the 
push coming from manufacturers and distributors 
who were attracted to the Southeast. This de
velopment, of course, continued during 1968.

A less obvious but very important private 
contributor to what happened in the economy 
last year was the consumer. Nationally, he more 
or less shrugged off the tax increase by curtail
ing his saving more than his spending. South
erners acted in the same way. Thus, the private 
sector and, above all, the consumer affected last 
year’s economic results even more than usual. 
Without help from the consumer, 1968 still might 
have been a fairly good year, but because of 
his role it was a very good one.

Success Qualified
Can we, therefore, conclude that it was an un
qualified success? We think not. Indeed, 1968 
was disappointing in a way. Why? What can be 
wrong when the economy enjoys one of its 
biggest expansions in history? Inflation.

What happened to consumer prices in Atlanta 
is probably typical of the Southeast as a whole. 
In Atlanta, consumer prices were up more than
4 percent from 1967. As a result much of last

year’s dollar gains was “fictional.”
Why this happened is no mystery. Wage in

creases in many instances exceeded gains in pro
ductivity. With effective demand growing faster 
than goods and services could be produced, these 
costs and others were frequently passed on to 
consumers. At the same time, skilled labor was 
extremely scarce. For that matter, workers of 
almost every description were in short supply, 
as unemployment was at the lowest rate in over 
15 years. Although slightly higher in the Dis
trict than in the nation, the percentage of unem
ployed hovered at or below the 4-percent “full” 
employment level almost all year. Thus, inflation 
and labor shortages were two important develop
ments the Southeast shared with the nation.

Of sorts, this was a repetition of what hap
pened in 1966. Then, too, inflationary pressures 
and labor shortages were quite common.

In one other important respect, though, 1968 
was different from 1966—at least in degree. 
Credit, which the Southeast typically imports on 
balance, seemed more ample than in 1966. This 
was especially true for funds available from non
banking institutions for financing residential con
struction. Loanable funds from banks, too, were 
not in short supply last year, as banks enjoyed 
rapid deposit gains. However, there were excep
tions, partly because of special local circum
stances. The other articles of this issue discuss 
these and other significant developments that 
made last year both “great” and “disappointing.”

H arry B randt
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