
ALABAMA: 
Will "Heart of Dixie" 

Skip a Beat? 

Hit by an unemployment rate approaching 12 percent last year, Alabama entered 

the new year with personal income and bank deposit growth lower than 

neighboring states. Hopes for improvement rest on several large construction and 

I manufacturing projects planned for 1982. Farmers in the state face an uphill climb 

after two crippling seasons. 

Alabamians face 1982 wi th prospects for improve-
ment f rom an extended per iod of economic 
slack. Pronounced downturns in the state's manu-
facturing and construct ion industries persisting 
for t w o years or longer have left the state w i th 
one of the highest unemp loyment rates in the 
region (12.5 percent as of December, seasonally 
adjusted). 

Depressed agricultural incomes dur ing the 
, past t w o years have compounded the problems 

experienced by the nonfarm economy. 
Al though developments in industry and inter-

national trade have been posit ive factors in the 
state's economy, these favorable influences have 
been insuff icient to offset problems in other 
sectors. Thus, growth rates in personal income 

• and bank deposits have trailed those in neighbor-
ing states, ref lecting the special severity of Ala-
bama's problems. 

It is likely that Alabama's economy will improve in 
1982. Reductions in credit costs, the expansion 
of U. S. Steel's facilities near Birmingham, a new 
beltway around Birmingham, and special govern-
ment initiatives to st imulate construct ion are 
likely to revitalize Alabama's manufactur ing and 
building sectors. Good weather could improve 

agricultural product ion which, if accompanied 
by some recovery in crop and livestock prices, 
wi l l contr ibute to an improved economic picture 
by the end of 1982. 

Employment and Income Sluggish 

Alabama's economy grew tw ice as fast dur ing 
the 1970s as it d id dur ing the 1960s and j ob 
growth became less concentrated in metropolitan 
areas. W i t h the lone except ion of the Huntsvi l le 
SMSA, af fected adversely by the w ind ing d o w n 
of the aerospace industry fo l lowing the 1969 
moon launch and Chrysler Corporation cutbacks, 
emp loymen t growth more than doub led in the 
state's metropol i tan areas dur ing the last decade. 
Since 1976, an increasing share of j ob growth has 
been occurr ing outs ide the state's metropol i tan 
areas, indicat ing that economic activity is be-
coming more decentral ized. 

Recent reading of the pulse of Alabama's 
economy suggests that, after a short bu t severe 
recession in the first half of 1980, Alabamians 
were enter ing another per iod of sluggish econ-
omic activity and rising unemp loyment as 1982 
began. 
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Table 1. Job Growth Slowed in Alabama's SMSAs, 1977-81* 

State/SMSA 1977 1978 1979 1980 1981 
Alabama 54 ,535 76 ,070 22 ,610 - 1 0 , 4 5 4 - 3 0 , 7 6 9 

Annis ton 4 6 0 2 ,134 - 1 2 8 7 3 7 - 8 7 0 
Bi rmingham 11,159 10,545 4 ,329 - 9 , 8 3 9 - 9 , 7 4 6 
Florence 2,598 3 ,535 - 8 3 2 - 1 , 5 1 2 - 1 , 1 5 5 
Gadsden 2 ,254 2,122 - 1 2 1 - 8 7 3 - 1 , 1 2 8 
Huntsvi l le 4,521 6 ,630 2 ,894 - 7 7 4 0 8 
Mobi le 7 ,324 5 ,124 - 2 , 1 0 4 - 1 , 8 2 6 - 4 , 5 3 4 
Mon tgomery 5,046 5 ,563 4 ,236 - 2 , 5 7 2 - 2 , 7 8 4 

•Actual changes in employment from December to August or September of each year. 

Source: Unpublished data from U. S. Department of Labor, Bureau of Labor Statistics, Atlanta, Georgia. 

In the first half of 1980, Alabama's wage and 
salary e m p l o y m e n t dec l ined by 55,000 and its 
u n e m p l o y m e n t rate peaked at just over 10 
percent . N e w appl icat ions for state unemp loy -
men t insurance surged and h o m e const ruc t ion 
s lumped under the we igh t of u n p r e c e d e n t e d 
mortgage interest rates. 

As credi t controls were l i f ted and interest rates 
receded in t he summer of 1980, Alabama's 
economy started mov ing again. Emp loymen t 
reversed the dec l ine exper ienced in t he first half 
of t he year, and the state's u n e m p l o y m e n t rate 
edged d o w n w a r d . From m id -1980 to early 1981, 
A labama employers added 50,000 workers to 

the i r payrolls and the state's u n e m p l o y m e n t rate 
dec l ined to 8.7 percent . Weakness clearly re-
appeared in 1981, however . Wage and salary 
e m p l o y m e n t has dec l i ned by 42 ,000 so far and 
t he state's u n e m p l o y m e n t rate has been rising 
steadily. 

C o m p a r e d to the nat ion's personal i ncome 
growth, these past f e w quarters have f o u n d 
A labama sluggish. Total personal i n c o m e in Ala-
bama reached $31.4 b i l l ion by the e n d of the 
second quarter of 1981. Dur ing that first half of 
1981, i ncome grew abou t 11 percent f rom the 
first half of 1980, whereas the nat ion's to ta l 
personal i ncome grew 12 percent . A labama has 
also been trai l ing t he Southeast in personal 
i ncome growth. 

A Vulnerable Economy 

Alabama's economy is heavily weighted toward 
expor t ing goods to o ther regions. C o m p a r e d to 
the nat ion, a higher p ropo r t i on of Alabama's 
work force is e m p l o y e d in manufac tur ing and a 
lower p ropor t i on in t rade and services. This 
disproportionate concentration in goods-producing 
industr ies i l lustrates the external d e p e n d e n c e of 
the state's economy. The larger p ropo r t i on of 
durab le goods suggests that Alabama's e c o n o m y 
is l inked more closely to national and international 
economic deve lopments than that of most o ther 
states. Moreover , durab le goods industr ies are 
more cyclically vu lnerab le than o ther industr ies. 
Consequent ly , nat ional recessions have a more 
p ro found impact on t he state's economy. 

Chart 1. Unemployment Rates 
United States and Alabama 
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The impor tance of heavy industry to the state 
is f requent ly exaggerated, however. Wh i le Bir-
mingham's economy is heavily dependen t on 
foundries, the state in general is less concentrated 
in durables manufacturing than the nation. Three-
fourths of America's manufacturing workers engage 
in durables manufactur ing, but only two-f i f ths of 
Alabama's work force is so concentrated. This is 
important because the length of t ime required to 
adjust inventories for unexpected change in 
demand is considerably shorter. 

What 's more, a growing propor t ion of the 
state's durable goods industry is of the high-
technology variety. In 1977, some 17 percent of 
Alabama's durables emp loymen t was high-tech-
nology; in 1981, that share had risen to 20 
percent The U. S. share of durable manufacturing 
that is high-technology held at roughly 38 percent 
in both years. Primary and fabricated metals 
decl ined in importance f rom 19 percent to 17 
percent of U. S. manufactur ing employment . The 
proport ion of such workers in Birmingham's 
durable goods industry fell even more, f rom 41 
percent in 1977 to 36 percent in 1980. 

Manufacturing: Growth Ahead? 

Following a year of decl ining manufactur ing 
employment in 1981, Alabama's economy appears 
headed for modest j ob growth in 1982. Manu-
facturing hours worked and hourly earnings have 
been increasing for most of the state's industries 
throughout 1981. High-technology industries are 
showing strength. Engineering deve lopment of 
the MX missile strategic defense system has 
generated new business through subcontracts to 
many Alabama companies, most prov id ing elec-
tronic components. 

Al though basic steel product ion has been cut 
due to foreign compet i t ion, Alabama's out look 
br ightened as work began on U. S. Steel's $650 
million seamless pipe mill in Fairfield. The decision 
means a dramatic turnaround for the Fairfield 
works, wh ich had lost $378 mi l l ion in the last 
three years. The new mil l is expected to employ 
1,000 additional workers when it begins operation 
in 1984. Fairfield works, selected partly because 
of its prox imi ty to the "o i l country" products 
market, wi l l p roduce 3.5 mi l l ion tons of raw steel 
annually. 

Alabama accepted bids of almost $450 mi l l ion 
in March 1981 f rom petro leum firms seekingthe 
right to dril l for oi l and gas in Mob i l e Bay. Five 
companies filed applications to drill 32 exploratory 

wells in the newly leased area. If dri l l ing proves 
successful and product ion follows, Alabama wi l l 
receive f rom 25 to 28 percent of the value of the 
product in royalty payments plus taxes. 

Industries l inked to housing cont inue weak, 
and future prospects don' t look good unless 
mortgage interest rates fall substantially. Hours 
worked in the lumber and w o o d industries have 
not tu rned up. To cope wi th slack demand, these 
firms have been forced to d ivers i fy—producing 
wooden cartons and boxes—or they have cut 
back operations. 

Of the nondurable industries, the text i le and 
apparel group showed litt le change throughout 
1981. A large apparel manufacturer announced a 
50 percent expansion of its Gadsden plant, 
indicat ing some opt imism. The Gadsden plant 
wi l l be one of the largest in the country. 

In Montgomery , the state's fastest growing 
city, industrial growth is expected to cont inue at 
a strong rate. Once the 232-mi le Tennessee-
Tombigbee Waterway is comple ted in 1986, it 
wi l l enable barges to travel f rom Mob i l e to the 
Great Lakes, adding to Alabama's attractiveness 
for plant location. 

Construction Weakens 

Nowhere has the economy's weakness been 
more visible than in construct ion. After losing 
and then regaining 9,300 jobs dur ing the 1980 
recession, construct ion emp loymen t decl ined 
by an even larger number (13,000) in 1981. 
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The state's construct ion industry is larger pro-
port ionately than for the nation in general and is 
skewed more toward residential than commer-
cial building. Construct ion employs 56 of every 
1,000 workers in the state, compared to 46 of 
1,000 employed nationally. Half the value of 
their work goes into residential building compared 
to 43 percent for the Uni ted States. 

Under the weight of high mortgage rates and 
an ail ing economy, both single-and mul t i fami ly 
construction fell sharply in 1981 .The small rise in 
mortgage lending through most of 1981 indicates 
that a slower pace of new home construct ion is 
p lanned for 1982. Mortgage lending by the 
state's S&Ls has been slowing for five straight 
years, and new loans nearly dr ied up in 1981. 

Commercia l activity has also plunged. In 1979, 
for instance, contracts were signed to bui ld 27 
million square feet of space. In 1981, the planned 
square footage was in the vicinity of 12 mil l ion. 
Prospects for commercial construct ion in 1982 
wi l l be bolstered by U.S. Steel's expansion near 
Birmingham. In addit ion, activity along the Ten-
nessee-Tombigbee Waterway project wi l l add 
more construct ion jobs to the western por t ion of 
the state. 

The state wi l l use the $449 mil l ion in oi l lease 
funds, w i th accumulated interest, to purchase 
20-year U. S. Treasury securities. These securities 
wou ld be pledged as collateral to issue general 
obl igat ion bonds and the proceeds placed in the 
state's 318 banks to earn addit ional interest over 
a five-year period. 

The money wou ld be drawn down to f inance 
construction of roads and bridges, school facilities, 
improve the state's docks, provide f inancing to 
bui ld low- and midd le- income housing, and to 
bui ld prison and mental health facilities. By Gov. 
Fob James' calculations, such projects wou ld 
create 6,000 new construct ion jobs. 

Banking's Troubles 

Performance of the state's financial institutions, 
particularly its savings and loan associations, 
mirrors the depressed state of its economy. 
Deposit growth, net inflows into savings and loan 
associations, and mortgage loan commi tments 
were all d o w n sharply in 1981 when compared 
to recent years. Deposits in the state's 318 
commercial banks grew by only 8 percent in 
1981, compared to a 10 percent rise in neighbor-
ing states. Mortgage loan commi tments decl ined 
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by $100 mi l l ion over the first nine months of 
1981, compared to an $81 mi l l ion increase the 
preceding year. Moreover , Alabamians swi tched 
f rom regular savings accounts at thr i f t inst i tut ions 
to higher-yielding money market instruments. 
Net inflows, inc luding interest credit at savings 
and loan associations, fell by almost $3 mi l l ion 
last year, compared to a net gain of $157 mi l l ion 
in 1980. Expected weakness in the state's econ-
omy wi l l be ref lected in slow deposi t growths 
dur ing the first half of 1982 at least. 

Farmers' Challenge 

Alabama farmers face the 1982 season a bit 
unsteadily fo l lowing t w o consecutive cr ippl ing 
seasons. Severe drought damaged most of their 
crops in 1980, even whi le overproduct ion of 
l ivestock depressed prices and brought huge 
losses. Unfortunately, 1981 proved to be a dis-
appo in tment , too. Feed costs rose dramatically, 
e l iminat ing much of the gain expected f rom 
higher l ivestock prices and product ion. O n the 
whole, crop returns fell substantially short of 
costs as well. 

Alabama's l ivestock and poul try industries, 
const i tut ing close to three-f i f ths of t he state's 
farm cash receipts, also y ie lded disappoint ing 
returns in 1981. Gains from expanded pro-
duction and a moderate increase in broiler prices, 
wh ich const i tute one-f i f th of farm income in the 
state, were checked by a sharp rise in feed costs. 
The cattle industry, another major contr ibutor to 
farm income, realized a slight gain in product ion, 
but a precipitous decl ine in prices and a surge in 
feed costs erased any income gains. Egg and hog 
prices managed to advance but feed costs accele-
rated even more. 

Whi le the l ivestock and poul try condi t ions 
looked bleak, crop product ion proved even 
worse. In hopes of compensat ing for their 1980 
losses, farmers expanded plantings of most crops. 
Unfortunately, the dreaded combinat ion of bad , 
weather and decreasing prices caused farmers to 
lose out once again. By harvest t ime, prices of 
major crops had fallen 20 percent or more from 
1980's average level. 

Farmers face still higher product ion costs and 
receding commod i t y prices in 1982. Already 
carrying a heavy debt load, they now must 
increase that load even further to produce 1982's 
crops. Even if the weather proves favorable and 
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product ion good, indicated prices practically 
exclude any possibil i ty of paying off very much 
accumulated indebtedness. To increase returns 
in 1982, prices wi l l have to rise sharply f rom 1981 
and farmers wi l l need to make every effort to 
achieve max imum product iv i ty. 

International Trade: 
Outlook's Bright 

The Port of Mob i l e is ideal for water transpor-
tat ion of heavy products f rom Alabama's steel 
factories. A large propor t ion of Birmingham's 
steel ou tpu t goes through the port. Interstate 65 
provides direct access from Birmingham to Mobile. 
This is also an indicator of how closely l inked the 
state's economy is to the wor ld economy. 

The value of foreign trade passing through the 
Port of Mob i l e increased 32 percent per year 
during the last decade. In 1980, exports tota led 
$1.2 bi l l ion whi le imports were $700 mil l ion. 
Available data for 1981 suggest a repeat of 1980, 
wi th soybeans and coal shipments again record-
ing strong export growth. 

Imports are dominated by crude pet ro leum 
and ores. Soybeans provide the single most 
important commodity exported through the port, 
al though rice, corn, and other agricultural com-
modit ies are expor ted heavily. W o o d pulp and 
ores are other major nonfuel crude materials 
exports; coal exports, already large, are growing 
rapidly. Basic manufactures and machinery are 
other exports. 

Al though shipments f rom farms and manu-
facturing plants in various states f low through the 
port, a significant por t ion of Mobi le 's exports are 
produced in Alabama. Altogether, about 10 per-
cent of Alabama's manufacturing output is export-
related. 

The recent oil boom in Mex ico has brought 
addit ional prosperity to Alabama's economy by 
spurring the state's manufactured exports. Ac-
cording to the U. S. Depar tment of Commerce, 
Alabama expects to export nearly $100 mi l l ion 
wor th of products to Mex ico dur ing 1981. Major 
exports t o Mex ico are coal, coke, agricultural 
products and diverse manufactured products 
such as automot ive parts and m in ingequ ipment . 
In turn, Mex ico is selling Alabama its oil and 
natural gas. This trade is expected to grow in 
1982. The state is t ry ing to expand further the 
value of manufactured exports to other countries 
by organizing trade missions and other export-
promot ion programs. 

Long-term international trade prospects for 
Alabama coal are also promising. The ant ic ipated 
increase of coal expor ts—both steam and coking 
coal from the state's vast reserves and Appalachian 
coal that can be t ransported upon comple t ion of 
the Tennessee-Tombigbee Waterway in 1986— 
wi l l have a t remendous impact on the state. The 
navigation channel wi l l connect 16,000 miles of 
inland waterway w i th the Port of Mobi le . The 
port has commi t t ed more than $125 mi l l ion in 
publ ic and private investments to improve its 
facilities for the ant ic ipated traffic. 

Alabama banks, active in international banking, 
have also cont r ibuted by serving the trade-
f inancing needs of local customers involved in 
foreign trade. Some state banks have had active 
international departments since the 1920s be-
cause of foreign trade activity at the Port of 
Mobi le . Currently, Alabama has six commercia l 
banks involved in international banking. Pro-
spects for business growth are promising due to 
the cont inued expansion of the Port of Mob i l e 
and the deve lopment of new markets for manu-
factured goods. 

Tourists Are Coming 

The Alabama tour ism industry appears to be 
gaining despite the national recession. Al though 
Alabama's l ivel ihood doesn't depend on its tour-
ists, the state has received a steady stream of 
visitors in recent years. In the first three quarters 
of 1981, fully 48 percent more visitors registered 
at Alabama's f ive we lcome centers than in the 
same 1980 period. Because of high gasoline 
prices and natiQnwide economic stress, tourists 
in neighboring states are spending their vacations in 
the Southeast instead of travel ing farther. Wh i le 
Alabama is not usually considered a tourist state, 
it is on the route to popular tourist attractions in 
neighbor ing Gulf Coast states. A few annual 
activities in the state attract visitors, and tourist 
growth is expected to cont inue. 

However, the recession's impact on air travel is 
indicated by decl in ing deplanements at state 
airports compared w i th 1980 totals. Birmingham 
air passenger traffic, ref lecting 60 percent of the 
state's total, was d o w n five percent for the year. 
Deplanements dropped 15 percent in Montgom-
ery and 11 percent in Huntsvi l le. 

—Charlie Carter 
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