
The Southeast 
in 1982: 

An Overview 

Mov ing into the new year, a national recession 
continues to cast a long shadow across the 
Sunbelt. If that recession seems less foreboding 
in the burgeoning Southeast than across the 
nation, it still spells l ingering t roub le in 1982. 

Prospects look encouraging for the stirrings of 
a modest recovery by late 1982, assuming that 
interest rates cont inue their erratic downward 
course. The recovery gives litt le indicat ion of 
being a vigorous one, but rather a laborious effort 
lacking the exuberance of typical rebounds of 
the past. 

Such a scenario—a slow recovery beginning 
late in the second ha l f—would give the economy 
a running start going into 1983, even if it leaves 
'82 as another year of lackluster performance. 

"Desp i te December 's modest improvement 
in the leading economic indicators," warns Senior 
Vice President Donald L. Koch of the Federal 
Reserve Bank of Atlanta, "ou r region may feel the 
national recession's effects even more sharply in 
1982." 

Just the same, southeastern employers and 
employees alike should benef i t f rom the region's 
or ientat ion toward service industries—less vul-
nerable to cyclical downturns than manufacturing. 
Similarly, they should fare better because the 

region counts a greater share of light manufactur-
ing and less of the more cyclical heavy industry. 

Those cyclically sensitive manufacturers were 
the first to feel the recession that began last 
summer. Further cutbacks are expected early 
this year in manufacturing, keenly dependen t on 
orders f rom customers f rom outside the region. 
Things also could get worse before they get 
better in construct ion, trade and agriculture in 
the Southeast. 

Across those states who l ly or partially w i th in 
the Sixth Federal Reserve Distr ict—Alabama, 
Florida, Georgia, Louisiana, Mississippi and Ten-
nessee—the recession's impact varies dramat-
ically. 

Florida and Georgia showed surprising resistance 
to the national s lowdown both in 1980 and early 
1981, as their relatively service-oriented econ-
omies proved less vulnerable than those of 
states dependen t on manufacturing. Both, how-
ever, began to feel the squeeze late in 1981 and 
could see their growth faltering early in the new 
year. 

Louisiana's blue-chip pet ro leum industry also 
has given it a measure of protect ion against the 
s lowdown, al though the recession has aff l icted 
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fl many of its other industries—hurting the northern 
port ion of the state in particular. 

i Alabama, Mississippi and Tennessee have suf-
fered w i th manufactur ing-or iented economies. 
New plants under construct ion in Alabama and 

, Tennessee could prove helpful in 1982 as could 
a planned Wor ld 's Fair in Knoxville; Mississippi's 
economy can't expect a rebound until construction 
begins to strengthen, reviving the state's lumber 
and w o o d products industries. 

The differing impact among southeastern states is 
mirrored in such statistics as the number of 
jobless on their unemp loymen t rolls. Alabama 
reported a 12.5 percent unemp loyment rate, 
seasonally adjusted, in December, one of the 
highest rates in the nation; Tennessee groaned 
under a 10.4 percent rate, and Mississippi registered 
9.1 percent Even Louisiana carried an 8.9 percent 

M rate, while only 7.7 percent of Florida's workforce 
and just 7.0 percent of Georgia's workers couldn't 
f ind jobs. 

Job growth promises to cont inue flat, or even 
down, because of widespread weakness among 
the District's manufacturing firms. Such weakness 
should keep regional unemployment rates edging 

* up through the first half of 1982. Escalating 
joblessness wou ld be distressing for a region that 
already was unable to create suff icient new 

.-A emp loyment fast enough in recent years to 
absorb the cont inu ing influx of northerners. 

Employment in the publ ic sector is expected 
to weaken as most levels of government impose 
new budgetary restraints. Hir ing by state and 

i « local governments wi l l be unusually sluggish in 
1982 as the weakened economy generates less 
revenues f rom sales and income - taxes. 

. Government hir ing also wi l l be l imi ted by 
reductions in federal spending as the Reagan 
administrat ion campaigns to rein in the federal 
budget and combat the inflation that has infected 

* * the national economy for 15 years. Those cut-
backs also are curtai l ing or e l iminat ing a host of 
social programs, forcing state and local govern-
ments to dec ide whether they want t o pick up 
the slack wi th local funds. ' 

Some weakness can be expected to cont inue 
, vv even in the service industries. That weakness 

manifests itself in persistent sluggishness in busi-
ness travel across the region and slumping tourism 
in some of the region's most popular recreational 
areas, such as Florida. 

And it could take some t imely divine intervention 
to help District farmers, struggling under a heavy 

V debt burden after back-to-back years of drought 
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and disappoint ing prices. In Georgia's hard-hit 
rural areas, for example, a record 5,600 farmers 
have fallen behind on payments for their federal 
agriculture loans. 

Construction's Plight 

Even a modest recovery w o u l d be we lcome to 
such battered sectors as construct ion and the 
automot ive industry. 

Homebui lders and other construct ion-related 
firms should begin a gradual turnaround by late 
1982, if the trend toward lower inflation rates 
persists. That downt rend , wh ich began last fall, 
could st imulate economic activi ty in the new 
year, to the extent that it translates into lower 
mortgage rates. 

The arrival of 1982 saw the three-year-old 
s lump in residential construct ion spreading to 
other construct ion categories in a plunge that has 
sent shock waves r ippl ing through the economy. 
Sawmills, lumber yards, cement companies and 
construct ion workers appear l ikely to f ind work 
hard to come by in the first half of 1982. 

The residential componen t probably ranks as 
the most impor tant sector of the construct ion 
industry, as wel l as the most volati le. As of 
November , for instance, the value of residential 
construct ion contracts const i tu ted 50 percent of 
the Southeast's total construct ion contract value 
and 42 percent of the nation's total. 

Homebuilding's slump has affected firms ranging 
f rom electrical and mechanical suppliers that 
literally prov ide the nuts and bolts for new 
buildings to the carpet and light f ixture manu-
facturers that help transform a house into a 
home. Contractors and suppliers have been 
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forced to make cutbacks idling plumbers, carpen-
ters and electricians. 

Even construction's "nonbu i ld ing" c a t e g o r y -
publ ic projects such as highways, bridges and 
dams plus private installations inc luding power 
plants—has faded as local and state governments 
jo ined commercia l businesses in t ighten ingthe i r 
budget belts a notch or two. 

Al though the Southeast's historically solvent 
cities and states should fare better than the 
nat ion—whose nonbui ld ing has p l ummeted 34 
percent in just t w o years—they are unl ikely to 
launch many job-creat ing new projects this year. 

The construction industry's woes are dramatized 
by Florida, where a builders' association executive 
says 30 to 40 percent of the state's construct ion 
workers are out of work, and in Georgia, where 
an Atlanta builder's 85-house inventory recently 
was sold at publ ic auct ion. 

Some lumber mills have been forced to close, 
bad news for a state such as Mississippi where 
the lumber and w o o d industry ranks as the th i rd 
largest manufactur ing employer. That industry 
also has been hard hit in Alabama, where the 
average week ly hours worked by its employees 
has s lumped f rom the previous year's levels—a 
statistic that translates, in human terms, into 
fewer dollars for workers' families to spend on 
goods and services. 

Used home sales also have s lumped in the 
high-interest envi ronment, squeezing firms de-
pendent on sales activity. In Atlanta alone, for 
instance, 77 percent more real estate companies 
closed in the year end ing June 1981 than in the 

previous year. Construct ion-related businesses 
in other District cities are exper iencing similar 
pressure. 

Some realtors and builders have responded 
wi th a mult i tude of "creative financing" techniques, 
most involving seller-held second mortgages. In 
metropolitan Atlanta, where single-family housing 
starts were off by 50 percent in November f rom 
the same month a year earlier, t w o developers 
even of fered buyers the opt ion of paying off their 
mortgages in five years—with no interest at all, 
but a hefty downpayment . 

Across the Southeast, construction's down tu rn 
and the stagnation of used home sales are 
ref lected in depressed mortgage lendingact iv i ty, 
a distressing trend for savings and loan associations 
that already are borrowing heavily f rom Federal 
Home Loan banks. Financial pressures triggered 
an increased number of thri f t mergers in 1981. It 
seems certain that the insti tut ional w e d d i n g s -
some of them urged on by a regulator's s h o t g u n -
wi l l cont inue in the new year. 

Auto Industry Bogged Down 

The auto industry remains mired in recession 
like a M o d e l T i n a mudhole , w i th l itt le prospect 
of significant growth unti l 1983. 

Auto sales continue to lag, with dealers' incentives 
no longer able to overcome the resistance of 
hesitant purchasers. That has meant cutbacks for 
auto assembly plants across the Southeast, w i th 
both Ford Mo to r Company and General Motors 
idl ing many operat ions temporar i ly going into 
January. W h e n those assembly lines grind to a 
halt, of course, it also means layoffs for ancil lary 
firms that supply the industry w i th everything 
f rom tires to fanbelts. 

The auto s lump has impacted not only such 
evident targets as vehicle parts plants but less 
obvious vict ims such as text i le firms that manu-
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facture seat fabrics or auto carpeting. Similarly, 
texti le manufacturers have felt r ipple effects 
f rom the housing s lowdown and faltering sales of 
furniture and other big-t icket consumer goods. 

Southeastern textile leaders hope that a cooling 
inflation rate and p lanned tax cuts wi l l bring their 
industry a turnaround later in 1982. If that 
activity delays the industry's recovery this year, 
it'll be bad news for the Southeast in general. The 
texti le and apparel industries remain bread-and-
butter employers in communi t ies across the 
District, even though their emp loymen t has 
decl ined gradually since the recession of 1973-
1975 triggered a movement toward greaterauto-
mation. 

Texti le and apparel manufacturers also f ind 
themselves competing against a deluge of imports. 
Impor ted text i le goods c l imbed 17 percent in 
the first 10 months of 1981, as the dollar's 
renewed strength overseas made foreign mer-
chandise more compet i t ive on American depart-
ment store shelves. 

Stimulant for Consumers? 

On the other hand, if interest rates resume 
their zig-zag decl ine it could give a boost not only 
to texti le and apparel firms and automakers but 
to other manufacturers. Reduced f inancing char-
ges should induce consumers to step up their 
purchases of new cars, furniture, and appliances. 
Purchasers also wi l l be encouraged by addit ional 
income tax reduct ions and Social Security cost-
of-living adjustments that are expected to increase 
spendable income by midyear. 

Consumer spending remains a major quest ion 
mark. Retailers expect the first few months of 
1982 to be di f f icul t because of rising unemploy-
ment rolls and the desire of consumers to save 
their earnings, a penchant encouraged by such 
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new savings vehicles as the Individual Retirement 
Account that became effect ive w i th the new 
year. 

The holiday shopping season added to retailers' 
concerns. Shopkeepers reported a modest surge 
of last-minute buying, w i th home v ideo games 
and computers moving off the shelves quickly. 
Yet some major retailers assessed the hol iday 
season as the worst since recession-year 1974. 

Sales were particularly d isappoint ing in v iew of 
the binge of d iscount ing retailers served up early 
in the season to lure shoppers. Premature price-
cut t ing threatened to reduce any profits that 
retailers were able to muster. Inflation, though 
waning, cont inues to hurt retailers and their 
customers alike. A l though retail sales generally 
were exceeding the 1980 vo lume before the 
holidays arrived, inf lat ion was negating any real 
growth for shopkeepers. 

If retailers have been hurt, so have the trans-
portat ion industries, w i th employees of some 
airl ine and t rucking firms agreeing to wage con-
cessions to help keep their employers alive. 

Airlines, major employers in the Southeast, 
f ind themselves in a crunch as business and 
pleasure travel cont inues in atai lspin. That s lump 
is evident in the below-average number of pas-
sengers being carried into and out of airports 
across the Southeast. 

Truck lines similarly have fel t the pinch. Their 
corporate customers have wh i t t led inventories, 
in the case of retailers, or curtai led product ion, in 
the case of manufacturers. Trucking executives 
report some di f f icul ty assessing the recession's 
impact, since it co inc ided w i th deregulatory 
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legislation that opened their tradit ional markets 
to a host of new competi tors. 

W i th that l itany of troubles, prospects aren't 
sanguine for jobhunters. Toward yearend, the 
unemp loyment rate was edging upward, w i th 
the national rate reaching a six-year high of 8.9 
percent in December . That rate represented 10 
mil l ion jobless men and women, the highest 
number since 1939. 

W i t h energy costs and the recession curtai l ing 
expansion plans for such industries as chemicals, 
it appears unl ikely that industrial deve lopment 
and investment this year can equal the near-
record levels posted in 1980 and 1981 by several 
District states. In fact, latest reports show no 
significant expansion in investment in 1981 f rom 
the previous year's levels. 

However , Distr ict manufactur ing industr ies 
should be given a shot in the arm by the Reagan 
administrat ion's tax cuts affect ing business f ixed 
investment—part icular ly in industries that can 
benef i t f rom the l iberal ized tax credit for rehabil-
i tat ion of aged factories. 

Those cuts should provide a windfa l l for the 
District, wh ich depends heavily on its slow-
growing nondurable manufactur ing industries to 
provide paychecks for its burgeoning population. 
Textile, apparel and food processing account for 
more than 30 percent of the six states' manu-
facturing jobs, wh i le those categories provide 
only 18.5 percent of the nation's manufactur ing 
employment . 

If the administrat ion's tax program can help 
breathe new life into such industries, its focus on 
reversing 15 years of inf lat ion offers hope of 
st imulat ing industries that had been hesitant to 
invest in modern izat ion or expansion. Last year's 
annual average CPI dec l ined to 10.3 percent, 
comfortably be low the 13.5 percent that bedev-
i led the economy in 1980 and the 11.3 percent 
inf lat ion of 1979. 

The batt le against inf lat ion wi l l cont inue in 
1982, possibly at a D-Day tempo. The adminis-
trat ion has expressed determinat ion to cont inue 
paring government spending to keep inflat ion 
from running amok again. And the Federal Reserve 
has refused to fuel inf lat ion by pump ing cash 
into the economy at a faster rate. 

If the administrat ion's tax reforms and war on 
inflat ion hold promise for the District in 1982, so 
does an emphasis on mil itary spending that 
should aid the District's defense contractors. 

Some firms already have w o n substantial de-
fense contracts whi le others are gearing up to 
meet the likely demand. In Florida, for instance, 
such firms as Mart in Marietta, Honeywel l and 
Harris are gearing up for an expansion in the new 
year. 

Georgia also could benefit , since defense con-
stitutes its largest sector and many federal programs 
throughout the Southeast are adminstered f rom 
the Atlanta area. 

Mississippi also should be a winner in the 
mil i tary contract ing game, w i th greater defense 
expendi tures through Ingalls Shipbui ld ing in Pas-
cagoula, the state's largest industrial employer. 

If 1982 looks encouraging for defense contractors, 
it should also prove prof i table for the District's 
mushrooming electrical equ ipment and supplies 
sector. High technology firms of all kinds, in fact, 
are prospering whi le more tradit ional employers 
bemoan the economy. 

" In contrast to the lackluster or negative growth" 
for many of Georgia's largest employers, as a 
Federal Reserve Bank of At lanta study po in ted 
out, " t he high technology and communicat ions 
industries are growing at a rapid pace." The 
Atlanta Fed ci ted such firms as Scientif ic-Atlanta 
and Cox Broadcasting, both staffing up to meet 
increased demand. 

Another bright spot in the District's economy 
that shows no sign of letup is the oi l and gas 
exploration industry and its equipment suppliers. 
The removal of price controls on pet ro leum is 
st imulat ing record dri l l ing activity. Firms that 
make and repairo i l f ie ld equ ipment and offshore 
platforms should cont inue to expand through 
1982. 
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That oil boom should continue to fuel Louisiana's 
economy in the new year, as oi l and natural gas 
explorat ion cont inues to provide a windfal l for 
that state's government. Neighbor ing Alabama 
last year accepted almost $450 mi l l ion wor th of 
bids f rom pet ro leum firms seeking to dril l in 
Mob i le Bay, the fattest bids ever for a Gulf Coast 
state. 

Another plus for the region is the Tennessee-
Tombigbee inland waterway, wh ich promises to 
put hundreds of workers on the j ob this year. 
When comple ted in 1986, it wi l l enable barges 
to travel f rom Mob i le , Alabama to the Great 
Lakes, adding to Alabama's attractiveness for 
plant sites. 

Big plant projects spell big paychecks in indi-
vidual communi t ies around the District, even 
though the region's industrial development totals 
don' t promise to be spectacular. 

In Fairfield, Alabama for instance, U.S. Steel 
plans a $650 mi l l ion seamless pipe facil ity that 
will add 1,000 workers. And in Smyrna, Tennessee, 
Nissan Moto r Company already has put 500 to 
work bui ld ing a Datsun truck factory expected to 
employ five t imes that number on its assembly 
lines by 1984. Japan, like other prospering foreign 
nations, remains enthusiastic over plant locations in 
the Southeast despite presently costly f inancing 
rates. 

Tourism: A Mixed Bag 

Tennessee also wi l l host the Knoxvil le Wor ld 's 
Fair, which promises to lure at least 11 mil l ion 
visitors. Those visitors wi l l spend their money not 
only in Tennessee but in the stores and attractions 
of neighboring states as well. If the dreams of its 
advocates come true, that fair wi l l offset the 
depressing impact of a national s lowdown and 
sti l l - int imidating gasoline prices. 

Those high pump prices and the recession 
could actually bring southeastern attractions more 
short-haul visitors from neighboring states. Tourists 
already are opt ing to visit destinations closer to 
home, rather than ventur ing off t o distant lands 
as they have in the past. Some states are hurrying 
to capitalize on that t rend. Louisiana, tout ing 
itself as "A Dream State," recently posted bill-
boards in nearby states beckoning potent ial 
vacationers. 

The closer-to-home t rend could prove to be a 
bad dream for Florida, wh ich tradit ional ly has 

we l comed tourists f rom around the country and 
around the wor ld. W i th M iami taking its lumps in 
the national press, which repeatedly has publicized 
drug and cr ime problems, another no-growth 
year seems l ikely for Florida tourism. 

Tourism , so important in attract ing outs ide 
money to the Sunshine State, could get a boost 
when a monumenta l new attract ion throws open 
its gates in October . That Central Florida extra-
vaganza is Disney World's $800 million EPCOT— 
the Experimental Prototype Commun i t y of To-
morrow, designed as a showcase of futurist ic 
technology. 

Its upward momentum and an economy based 
on service industries also should help Florida 
weather 1982 w i th strength - even if it won ' t be 
able to breeze through as painlessly as it shrugged 
off the 1980 s lowdown. 

A depressed housing market and high interest 
rates threaten to stem the f low of northerners 
into the state dur ing the year. 

Overbu i ld ing of mul t i fami ly projects in south 
Florida also could prove a drag on the state's 
economy. 

In neighbor ing Georgia, the At lanta area is 
worry ing over thfe prospects for overbui ld ing as 
several commercia l off ice towers rise downown . 
Unless the national economy picks up, some 
developers fear, the new construction—blueprinted 
when the market was booming - cou ld produce 
a glut of vacant space in 1982. 

Other states have problems of their own. 
Mississippi and Tennessee, for example, both 

count a higher-than-national propor t ion of their 
workers in goods-producing industries, making 
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t hem vulnerable to recession. Both face sluggish 
j o b growth, w i th unemp loyment rising through 
the first several months of the year before the 
recovery can be expected. 

Although Mississippi should benefit from esca-
lating defense expenditures, any gains appear 
likely to be overshadowed by weakness in the 
state's construction and manufacturing industries. 
Tennessee's economy, historically more volati le 
than that of o ther states, also seems likely to be 
hard hit for several more months. 

Financial Institutions Merging 

A compet i t ive new operat ing envi ronment , 
marked by loosened regulatory reins and new 
challengers, promises to cont inue paring the 
number of southeastern deposi tory institut ions 
in 1982. Relaxed merger laws, and increased 
financial pressure on weaker institut ions to go to 
the altar w i t h stronger partners, are st imulat ing 
the consol idat ion trend. Aggressive bank hold ing 
companies also are contr ibut ing to the rash of 
mergers. The S&L industry has been a ho tbed of 
merger proposals. In Georgia alone, a recent 
count of the state's 96 S&Ls showed 24 institutions 
were approved to consol idate into half that 
number. 

As of last June, 2,094 commercia l banks were 
doing business in the Sixth District, a decl ine of 
11 from December 31, 1980. 

Both banks and S&Ls must contend w i th unex-
pected new compet i t ion f rom firms tradit ional ly 

outside the financial services marketplace. Those 
include the mutual funds and securities houses 
that bankers say have been divert ing mil l ions of 
dollars in savings f rom tradit ional deposi tory 
institutions. Money market mutual funds alone 
have grown i n t oa$185 bi l l ion industry in only six 
years. 

Insurance firms and retailers also are woo ing 
bank and S&L customers by of fer ing new savings 
instruments or acquir ing firms already equ ipped 
to compete in the financial services market. 
District deposi tory inst i tut ions are f ight ing back 
w i th such new instruments as the All-Savers 
certificate, introduced October 1, which provides 
investors w i th an attractive tax exempt ion, and 
the interest-paying N O W checking account (for 
Negot iable Orders of Wi thdrawal) of fered for 
the past year. Removal of the " cap "on 2 1/2 year 
Small Saver certificates also should generate 
business for S&Ls in the new year. 

S&Ls cont inue to bor row heavily f rom Federal 
Home Loan Banks as they struggle to retain 
deposits. Thrifts in the region, as across the 
nation, achieved an increase in net deposits in 
August and September fo l lowing record deposit 
losses in July. 

For the first 10 months of 1981, total S&L 
deposits in the District states grew by about $3 
bil l ion. 

Commerc ia l bank deposits appear to be grow-
ing faster in the Sixth District than in the nat ion as 
a whole, w i th every state except Florida and 
Tennessee boasting annual deposi t growth rates 
in commercial banks exceeding national averages. 

Farmers Fighting Back 

Southeastern farmers enter the new year reeling 
under a heavy burden of deb t and high 
interest costs after back-to-back years of drought 
and d isappoint ing prices. An early January 
freeze dealt another surprise b low to Florida's 
citrus industry, still recuperat ing f rom a similar 
co ld wave early in 1981. 

Even though farmers around the District 
fared better generally last year than in 1980, 
they w o u n d up w i th losses that were particu-
larly bitter because the out look had appeared 
so hopefu l at the beginning of the year. 

For farmers' fortunes to improve in 1982, 
favorable weather—long on rain and short on 
further damaging freezes—must al low t hem 
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•4 Savings deposits in the District are decl in ing at 
J an annual rate of 15 percent, however, whi le 
^ demand deposits are decl in ing by 16 percent 

each year. The declines in both savings deposits 
1 and demand deposits are more precipi tous than 

the Uni ted States as a whole. 
The introduction of N O W accounts apparently 

? 1 contr ibuted to the decl ine in demand deposits, 
judging f rom the statistics. Time deposits and 
N O W accounts increased substantially dur ing 
the year. 

Commercia l bank loans increased by about 10 
percent in the District dur ing the year ended 

J June 30, a decrease f rom the historic gain in gross 
loans. Those bank loans increased an average of 

I 11 percent over th6 1976-1980 period. 

t 
International Trade and Finance 

The emergence of coal as an energy source 
should enhance the Southeast's status as a gateway 

~r for international trade in the new year, whi le a 
new vehicle known as the IBF should give the 

'** District's international trade a boost. 
Coal recently has emerged as a fast-growing 

U.S. export, and coal exports f rom Louisiana, 
j Alabama and Georgia could wel l become a major 

trade event of 1982. The expected comple t ion 
of the Tennessee-Tombigbee Waterway in the 
latter half of the decade and, longer term, the 
possible deepening of channels at the Ports of 
New Orleans and Mob i l e cou ld al low coal ex-
ports to Europe and Japan to soar. 

& -d 

Even w i thou t such capital improvements, coal 
imports in 1982 and beyond promise to grow 
rapidly. 

Grain and soybean exports, on the other hand, 
may not expand as rapidly in 1982 as in recent 
years because of increased harvests elsewhere in 
the wor ld and the strong exchange value of the 
dollar. Florida exports tapered off ominous ly late 
last year, even out of Miami , wh ich has grown 
enormously as an exporter of a variety of products 
south of the border. 

The strategic location of southeast seaports 
and airports to fast-growing Latin, Asian and 
African markets has cont r ibuted to the region's 
rapid growth in international trade, as has its 
above-average rate of general economic growth. 

Over the decade of the 1970s, Sixth District 
seaports and airports significantly increased their 
share of total U.S. t rade—from 10 percent in 
1970 to 1 5 percent in 1980. The District's inter-
national f inancial act ivi ty has been equally stun-
ning w i th 18 more Edge Act corporat ions or 
foreign bank agencies added in the first 10 
months of last year alone. M i a m i and Atlanta 
have been centers of that growth, expected to 
cont inue in the new year. 

By November , the number of international ly 
active banking entit ies in the District had soared 
to 35 international ly active commercia l banks, 
46 Edge Act corporat ions and 39 agencies of 
foreign banks. 

The vo lume of such activity is ref lected in the 
fact that bankingent i t ies in the District increased 

to increase their ou tpu t and prices must 
advance f rom 1981 's depressed levels. Hope-
fully, posit ive returns can al low producers to 
begin paying down their growing indebtedness 
in the year ahead. W i t h o u t that, the region 
could see financial failures mul t ip ly as farmers 
labor under their burden. 

The Farmers Home Administrat ion, lender 
of last resort for farmers, already is carrying a 
heavy loan port fol io resulting f rom a series of 
painful setbacks since 1977, when some states 
exper ienced severe drought. Spokesmen for 
Georgia's state FmHA office, for instance, 
report that many of their farm borrowers 
currently are behind schedule on their pay-

ments. Voluntary liquidations and bankruptcies 
have been rising in Georgia as farmers decided 
they cou ldn ' t recover under current f inancial 
prospects. Technically, a rising t ide of fore-
closures could occur; however, FmHA officials 
say they hope to l imit foreclosures to cases 
where f inancial problems have been aggra-
vated by mismanagement or by a borrower's 
voluntary failure to live up to agreements 
reached w i th the agency. 

The litany of bad news for southeastern 
farmers also represents bad news for the 
District, since agriculture remains one of its 
most vital industries. Annual farm cash receipts 
represent about 8 percent of the region's total 
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their lending to foreigners by almost 50 percent 
in the year ending in June. For that same period, 
the national gain was a more modest 32 percent. 

An important new development in international 
f inance is the new financial inst i tut ion known as 
the Internat ional Banking Facility, or IBF, wh ich 
banking entit ies were author ized to open as of 
December 3,1981. Wi th such a facility, domestic 
banks can borrow funds from foreign investors— 

which then are free from the reserve requirements 
that cover domest ic deposi ts—and can lend to 
foreigners at world interest rates. Over 3 5 entities in 
the region, most of them in Florida, have announc-
ed they are open ing the IBFs. 

A significant vo lume of international f inancial 
transactions formerly booked in offshore branches 
of U.S. and foreign banks are likely to cont inue 
coming " h o m e " to mainland offices in the new 
year. 

—Donald E. Bedwell 

personal income. That proportion varies widely 
among the states, however, reachingas high as 
17 percent in Mississippi and as low as 6 
percent in Florida. 

What's gone wrong? Besides Florida's freezes, 
some District states have suffered through as 
many as four years of unusually dry weather 
out of the past five. Ironically, despi te the 
dec imated local product ion, bount i fu l crops 
in other parts of the country have depressed 
prices, helping to whitt le regional farm income 
wel l be low est imated costs. 

The year just ended dramatized the problems 
that have been bedeviling southeastern farmers. 
Going into 1981, farmers were heartened by 
high product ion estimates for all crops. Yet 
prices on major crops fell dramatically, carrying 
w i th t hem the farmers' hopes for a product ive 
and profitable year. Soybeans, a representative 
crop accounting for 16 percent of the District's 
farm cash receipts, p l ummeted more than 20 
percent Cotton and corn prices suffered com-
parable setbacks. 

Even w i th the def lat ion of farm prices, 
income estimates for the 1981 harvest season 
remain high compared w i t h dismal 1980 be-
cause of the increase in output . Just the same, 
agriculture's t rue picture remains bleak when 
comparisons are made between total production 
costs and total returns. 

The cattle industry, the Southeast's second 
largest farm income earner, proved to be 
another losing enterprise in 1981. Even w i t h 
an appreciable expansion of the calf crop, 
catt lemen's returns sk idded sharply lower 
because of a major decl ine in prices and rising 
feed costs. 

Fortunately for the Southeast, other livestock 
sectors fared somewhat better. Producers of 
broilers, hogs, eggs and mi lk—account ing for 
one-four th of farm income—increased pro-
duct ion slightly and received substantially 
higher prices in 1981. Unhappi ly for those 
farmers, though, rapidly escalating feed costs 
offset most of the income gains. 
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