
Sixth Federal Reserve District:

C a p ita l  S p e n d in g  fo r 

P o llu tio n  A b a te m e n t

b y  W i l l i a m  D .  T o a l

Since the Clean A ir and Clean Water Acts were enacted in 1970, the U.S. 

economy has directed a substantial portion of its resources toward cleaning 

up the environment. Business and industry must spend money to adjust 

production processes or add new equipment to control and remove pollutants, 

channeling resources into new areas. This leaves fewer resources available 

for previous types of production. A reallocation of economic resources 
translates into higher prices for some products and/or reduced production.

By 1975, U.S. manufacturers put 9.3 percent of their capital spending into 

reducing air, water, and solid waste pollution. This amounted to nearly $4.5 

billion, five times more than that spent in the late 1960's.
Until now, no information has been available to document regional patterns 

of pollution abatement spending. However, a government report was recently 

published, giving state-by-state manufacturers' capital spending for pollution 

control for 1973.’ Some of the results are surprising. We might expect the M id
west, with its relatively heavy industrialization, to spend most heavily on pollution 

abatement; surprisingly, though, it is the Southeast which has generally put a 

larger-than-national fraction of its capital outlays into pollution control.

If 1973 is typical of recent years, the South and the West spend the most on 

pollution abatement relative to total capital spending by manufacturers (see map). 

The chart spells out the experience of Sixth Federal Reserve District manu

facturers. All states except Tennessee channeled larger-than-national shares 

of capital spending into pollution control. The District states' total was 10.1 

percent of capital spending ($332.6 million) for pollution abatement, 

compared with 8.9 percent for the entire nation.

’ Pollution Abatement Costs and Expenditures, 1973, U.S. Bureau ot the Census, Current Industrial Reports, 
Series MA-200(73}-2, Washington, D .C ., 1976.
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Manufacturers’ Pollution Abatement Capital Expenditures 

as a Percentage of Total Capital Expenditures, by State (1973)

W hy more intense pollution abatement spending 

in the Sixth District? Industry mix certainly had some 

influence. Nationally, four manufacturing industries 

spent over 10 percent of capital investment on 
pollution abatement in 1973. Of these, only primary 

metals is less important in the District than nation
ally; the other three industries— paper, petroleum, 

and chemicals— are all relatively more important 
in the Southeast's manufacturing sector.

Even among other industries, Sixth District 

manufacturers were allocating a greater chunk of 
total capital spending to pollution abatement than 

was true nationally (see Table). Paper and primary 

metals were particularly big spenders on pollution 

abatement; in the District, these industries spent 

significantly more than in the nation. At the same 

time, District furniture, fabricated metals, trans

portation equipment, and nonelectrical machinery 

industries put relatively much more of their capital 

outlays into pollution control than their national 

counterparts.
Among District states, capital spending on

Pollution Abatement Capital Expenditures as a Percentage of Total 
Manufacturing Capital Expenditures (1973)

5 10 15 Percent 
1 1 1

ALABAMA „,V ^ '

FLORIDA M MM EIZ__________ Z j  11.8

GEORGIA IIH H H H H H H  93

LOUISIANA [I____________________] ......

MISSISSIPPI 11,2

I TENNESSEE B H m iB B  5.8

H  SIXTH DISTRICT
STATES 1 10.1

I B

U.S. H H H H H H I1 89
H

Source: U .S . Dept, of Commerce
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Ala.

POLLUTION ABATEMENT CAPITAL EXPENDITURES AS 
A PERCENT OF TOTAL CAPITAL EXPENDITURES

(1973)

F la . Ga. La. M iss. Tenn.
D istrict
States U. S .

Total Manufacturing 14.9 11.8 9.3 10.2 11.2 5.8 10.1 8.9

Food Processing 3.0 14.2 6.7 7.9 15.8 5.1 8.8 8.2

Textiles 6.3 — 1.8 — 10.4 5.1 3.3 2.7

Apparel — — — — — — — —

Lumber 10.6 1.6 5.1 8.5 1.8 17.0 6.4 6.6

Furniture — — 5.7 — 4.5 18.6 12.9 5.7

Paper 28.2 47.0 28.7 — — 17.5 31.0 22.2

Printing — — — — 3.1 8.9 7.6 0.7

Chem icals 14.2 16.2 10.8 10.7 27.3 4.6 10.5 12.4

Petroleum N.A. 12.5 25.0 16.2 — — 17.5 29.1

Rubber 0.8 — 3.0 — — 1.1 1.3 1.9

Stone, Clay, 
and G lass — 12.8 4.5 8.9 17.0 2.9 8.4 10.8

Prim ary Metals 42.2 1.0 10.1 — — — 34.5 21.4

Fabricated Metals 5.8 1.0 3.5 — 18.1 11.4 8.0 3.7

Nonelectrical
Machinery 1.7 1.0 1.5 — 2.4 36.1 21.6 2.4

Electrica l Machinery 2.1 1.0 1.8 1.3 — 8.9 6.1 2.6

Transportation
Equipment 11.4 1.0 5.5 — — 9.6 8.7 4.0

Instrum ents — N.A. — — — — — 1.9

N. A. —  Not Available 
Source: U .S . Dept, of Commerce

pollution abatement varied according to industry. 

Pollution abatement spending amounted to 42 per

cent of capital spending in Alabama's large primary 

metals industry, 47 percent of Florida's paper indus

try spending, and 36 percent of Tennessee's non

electrical machinery industry spending (see Table).

Capital expenditures on pollution abatement 

are not the only costs involved in cleaning up the 

environment. Day-to-day operating costs are also 

increased. For Sixth District states, this came to 
$241 million in 1973, or about three-quarters 

of the capital outlays on pollution abatement.

Also, some plants and facilities have been com

pletely closed down because they do not meet 

antipollution standards. Therefore, the total costs 

cf maintaining cleaner air and water standards are 

certainly understated here. However, the larger 

percentage of total capital spending Sixth Federal 

Reserve District manufacturers put into pollution 

abatement suggests that the reallocations and 

redirection of resources in the effort to clean up 

the environment were strikingly more acute in the 

region's manufacturing sector (particularly in 

certain industries) than they were nationally.
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