
MISSISSIPPI: 
Ailing Economy 
Looks for Cure 

After several years of declining population, Mississippi is now attracting more new 

residents. The population growth does not promise to be enough, however, to 

offset anticipated weakness in the state's key lumber, wood products, and 

manufacturing industries. 

Mississippi's economy appears to be headed for 
lackluster growth in the year ahead. The national 
recession is ref lected in the weak per formance 
of the state's manufactur ing sector where em-
p loyment and ou tpu t have been declining. 

In addi t ion, the sharp construct ion downtu rn 
has cut deeply into markets for the state's lumber 
and wood products industries. That picture seems 
unlikely to brighten unti l late 1982, w h e n lower 
credit costs could al low the demand for housing 
to begin reviving. A resumption of manufacturing 
growth should combine wi th strengths in tourism 
and international trade to produce moderate 
economic growth late in the year. Curtai led 
government emp loyment and a t roub led agricul-
tural sector are expected to exert a drag on the 
economy throughout the year. 

Population Rising Again 

Mississippi's populat ion, number ingabou t2 .5 
mil l ion, has begun to increase again fo l lowing 
several decades of l itt le or no growth because of 
rapid out-migration. The exodus of people defi-
nitely has s lowed and new arrivals are now 
offsetting a significant proportion of the departures. 

After losing residents dur ing the 1950s and 
1960s, the populat ion expanded 3 percentage 
points faster than the U. S. rate dur ing the past 
decade. The growth rate has averaged near 1 
percent a year since early 1970 and growth is 
projected to hold near that level. The black 
populat ion has begun increasing again after de-
c l in ingf rom 49 p e r c e n t t o 3 7 percent of the total 
be tween 1940 and 1970. 

The number of people leaving the state is » 
expected to cont inue to dwind le and soon may 
cease altogether. High housing costs are likely to 
persuade many wou ld -be out-migrants to stay 
put whi le the state continues to attract people 
from other regions seeking refuge from congestion, 
high l iving costs, and high taxes. 

Population has been growing most rapidly 
around Mississippi's metropol i tan areas. For in-
stance, whi le the state's populat ion grew 13 
percent over the past decade, the Biloxi-Gulf-
port area grew 20 percent, Jackson expanded by 
22 percent, Pascagoula-Moss Point by 34 percent, 
and the extreme northwestern por t ion of the 
state border ing Memphis , Tennessee grew by 50 
percent. 
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Unemployment Rising 

Total nonagricultural emp loymen t stood near 
832,000 in 1981, representing litt le growth from 
1980's level. Right on the heels of 1980's short 
but severe recession, Mississippians are again 
facing sluggish labor market condi t ions and rising 
unemployment cont inu ing into the new year. 

In 1980, the state's unemp loymen t rate rose 
steadily through the first half of the year, peaking 
at 8.3 percent in July. It then edged downward to 
7.5 percent in December 1980, but economic 
weakness reappeared in 1981. Employment fell 
sharply, and the state's unemployment rate surged 
to 9.5 percent in the fall. The downtu rn was 
concentrated in the construct ion and manu-
facturing sectors. 

Employment growth is expected to resume in 
1982 wi th trade, f inance, and service industries 
accounting for major increases. In addi t ion, a 
large natural gas discovery across the lower half 
of the state should provide an abundance of new 
jobs and higher incomes as future deve lopment 
occurs. Landowners, dr i l l ing companies, equip-
ment manufacturers and those engaged in repair-
ing, servicing, and ma in ta in ingequ ipmentw i l l be 
the primary beneficiaries of the new activity. 

Personal income growth remains sluggish. Total 
personal income in Mississippi reached approxi-
mately $17.7 bi l l ion by mid-1981. Growth has 
proved modest in the past few quarters compared 
wi th the nation's pace. Dur ing the first quarter of 
1981, personal income grew 9 percent over the 
year-ago level, wh i le the nation increased 11 
percent. Income growth improved to 11 percent 
in the second quarter bu t still lagged behind the 
nation's 12 percent year-over-year increase. Mis-
sissippi's growth also has been trailing the South-
east by 3 to 5 percent dur ing the same per iod 
and per capita incomes are still the lowest in the 
region. 

Manufacturing on the Rebound 

With cont inued moderat ion in credit costs, 
manufacturing should show renewed growth 
following its particularly weak performance during 
the past t w o years. 

Manufactur ing consti tutes the largest source 
of income for Mississippians. Prominent manu-
facturing industr ies inc lude apparel, lumber , 
machinery, food, and transportat ion equ ipment . 
Although transportat ion equ ipment employs a 

relatively small share of Mississippi's labor force, 
that industry, domina ted by the huge Ingalls 
Shipbui ld ing Company in Pascagoula, has ac-
counted for most of manufacturing employment's 
instabil i ty in recent years. 

The state's manufacturing promises to show 
higher-than-average growth rates by the end of 
1982 fo l lowing its weak performance in 1980-
81. Lower interest rates and the new tax law 
author iz ing liberal tax credits for Mississippi's 
many aging factories should boost the state's 
typical slow-growing, mature industries. For ex-
ample, 20 percent of expendi tures made in 
rehabil i tat ing structures 40 years of age or o lder 
can be credi ted against taxes—15 percent for 30-
year-old structures. Prior legislation l imi ted tax 
credits to 10 percent These liberalizations should 
be particularly beneficial t o lumber and wood 
products, apparel and food manufacturers. 

The manufactur ing sector has l ingered in the 
doldrums since 1978, w i th emp loymen t d o w n 
nearly 6 percent be tween 1978 and 1980. Ap-
parel, Mississippi's largest manufacturing industry 
w i th 239 plants scattered throughout the state, 
has shown litt le expansion in an era of generally 
weak consumer spending. Employment has con-
t inued on a moderately decl in ing t rend through-
out 1980 and 1981. Average weekly hours worked 
remain at low levels and week ly wages of apparel 
workers remain the lowest of the major industrial 
categories. 
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Industries l inked to housing and automobi les, 
and therefore sensitive to high interest rates, 
remain depressed. Lumber and w o o d products, 
the state's th i rd largest employer, has been 
stymied by slumping housing sales. Manufacturers 
of bui ld ing products have cut back operat ions 
due to slack demand. Industries t ied to the 
automobile—such as plants making vehicle parts— 
aren't expected to show much growth unt i l early 
1983. Mississippi plants turn out wiring harnesses 
for ignit ion systems, tires, and batteries. The 
General Motors wir ing harness plant inCl in ton 
already has reduced product ion levels due to 
s lumping new car sales. 

Prospects for the manufacture of transportation 
equipment, the second largest industrial category 
w i th over 20,000 employees, appear gloomy. 
The state's largest single employer, Ingalls Ship-
building Company in Pascagoula, has been scaling 
down and diversifying its operation. Employment, 
wh ich peaked at nearly 25,000 several years ago, 
now stands at about 12,300, reflecting the decline 
in the Defense Department 's orders for ships 
fo l low ing the Vietnam War. Ingalls' prospects for 
additional defense-related contracts are encourag-
ing, however, in light of the administrat ion's 
spending plans. The sporadic nature of mil i tary 
contracts has caused wide employment fluctuations 
in the past. Stability is being enhanced by the 
product ion of rail cars and oil derricks for the 
booming petro leum industry. 

Despite cutbacks in many federal expenditures, 
funding for defense-related projects across the 
state appears secure. The $450 million Mississippi 
Army Ammun i t i on Plant in Bay St. Louis, one of 
the largest projects in the state, is nearing com-
plet ion. It is be ingf inanced by publ ic money and 
wi l l employ about 1,500 workers. 

Another area of posit ive growth has been the 
food and k indred products category. Expansions 
in rice, poultry, and fish production have supported 
sustained growth in the state since 1960, a t rend 
unl ikely to change. The food industry constitutes 
the state's fourth largest manufactur ing category 
and is dispersed throughout its counties. 

Industrial Bonds Threatened 

A congressional proposal to el iminate the tax-
exempt status of industrial revenue bonds could 
dampen prospects for new industrial develop-
ment in Mississippi, where the revenue-bond 
approach was pioneered in 1936. In the last five 
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years, appropr iat ions of both federal and state 
funds have fostered industrial park deve lopment 
in the state. Mississippi is considered to have one 
of the most pro-business climates in the nat ion 
and cont inues to issue bonds to individual indus-
tries for j ob creation. If that exempt ion ends, the 
credit costs of the state's many small companies 
wou ld rise significantly. 

Strength in retail sales and burgeoning tourist 
activity has compensated for decl in ing air travel s 

t o maintain strength in the service sector. 
Service industries emp loy about 15 percent of 

Mississippi's work force and contr ibute about 9 
percent of the gross state output . Growth led by 
strong tour ism is pro jected to cont inue relatively 
strong in the year ahead. 

Mississippi's tour ism industry has escaped se- > 
vere setbacks despite the national economic 
recession. The state has received a steady stream 
ofvisi tors over the past fewyears. Dur ing the first 
three quarters of 1981, Mississippi's we lcome 
centers registered 15 percent more visitors than 
in the comparable per iod of 1980. Because of 
the high price of gasoline and nat ionwide econ-
omic stress, tourists in neighbor ing states are 
foregoing more expensive distant trips, spending 
their vacations in the nearby southeastern region 
instead. 

Mississippi's Gulf Coast is a popular vacation 
spot. Such sights as the National Mi l i tary Park in 
Vicksburg, the Mississippi River and the antebellum 
homes throughout the state also attract visitors. 
The state also benefits as visitors f rom other parts 
of the country pass through on their way to N e w 
Orleans and Florida. 

The national recession has dampened airtravel in 
Mississippi, as indicated by decl in ing deplane-
ments in the state's major airports. A l though the » 
decl ine has s lowed over the past few quarters, no 
rebound is expected soon. 

During the first eight months of 1981, the 
number of passengers arriving in Jackson was 16 
percent under the year-ago level, whi le the 
Gulfport /Bi loxi airport suffered a 6 percent de-
cline. Cont inued sluggishness in air traffic is I 
expected dur ing the coming year and should 
improve only when the national economy picks 
up. 

Government emp loyment appears certain to 
decline in 1982. About 22 percent of Mississippi's 
work force is employed by some phase of govern-
ment. The growth of government emp loymen t 
was unusually rapid dur ing 1978 and 1979, but 
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employment leveled in 1980. Since early 1981, 
numbers of employees have d ropped sharply. 
Addit ional economy measures, at the federal 
level in particular, wi l l result in substantial ad-
dit ional reduct ions in numbers of workers in a 
variety of government programs. 

Agriculture Depressed 

Income was depressed by low prices and dry 
' weather in 1981 and low prices wi l l linger in the 

1982 season. 
Soybeans and cot ton generate about 50 per-

cent of Mississippi's $2.5 bi l l ion in farm cash 
receipts. Relatively high prices for these and 
other crops at the beginning of the season 
induced farmers to expand planted acreages. 
Production increased and crop income d id rise 
from 1980's drought- reduced level but fell far 
short of farmers' p roduct ion costs. I n fact, for the 
state's major crops, estimated total costs (exclud-
ing land) of $1.67 bi l l ion exceeded pro jected 
total returns by $460 mil l ion. 

The cow-calf industry, cont r ibut ing 15 percent 
of the state's farm income, proved especially 
weak in 1981. The calf crop decl ined by 2 
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percent f rom 1980's level and prices t u m b l e d 16 
percent Cattlemen found themselves hard pressed 
to purchase winter feed for their cattle herds 
since 1981's returns were so poor. Some herd 
l iquidat ion seems l ikely unless economic condi-
tions improve quickly. 

Broiler product ion, Mississippi's fourth ranking 
enterprise, accounts for 14 percent of to ta l farm 
income. Both product ion and prices were higher 
in 1981 than in 1980, significantly raising incomes 
of producers. A l though feed costs were sharply 
higher as wel l , a bumper harvest of feed grain 
crops should hold d o w n feed prices in the year 
ahead. Thus, broiler product ion may be the 
brightest spot in 1982's agriculture picture. 

Crop farmers hope for the return of normal 
rainfall in 1982, restoring crop yields to more 
desirable levels. Rising costs should slow in 
1982. W i t h some improvement in international 
demand for farm commodi t ies, prices could rise 
f rom 1981 's depressed levels. Even so, prof i table 
product ion in 1982 appears to be a di f f icul t goal 
and Mississippi farmers may have to postpone 
for yet another year repayment of their accumulated 
debt. 

The Financials'Bind 

Fewer institut ions are operat ing but f inancial 
assets should cont inue growing in the new year. 

Mississippi counted 182 insured commercia l 
banks in 1970, but the number had d ropped to 
176 by the end of the first half of 1981. 

By contrast, total deposits have grown w i th 
relative speed. In fact, Mississippi exper ienced 
the th i rd fastest rate of deposi t growth in the 
District states dur ing the first nine months of 
1981. Most of the increase can be at t r ibuted to 
growth in t ime deposits; demand and savings 
deposits both decl ined sharply dur ing the same 
period. Because of lagging economic activity, 
deposi t growth is not expected to pick up dur ing 
1982, except in those areas where oil and gas 
explorat ion and deve lopment are occurring. The 
income reduct ion in agriculture is showing itself 
in a w ide range of agriculturally related activit ies 
across the state. 

Between 1970 and 1980, Mississippi's loan-to-
deposit ratio increased f rom 49 percent to 62 
percent However, the trend was reversed during 
1980 when total loans grew more slowly than 
deposits and the ratio s l ipped to 58 percent. 
Cont inued reduct ions are likely in the months 
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ahead, ref lect ing t he expec ted s low g rowth rate 
in total loans th roughou t the state. 

Dur ing the first half of 1981, total savings in 
Mississippi 's S&Ls increased by less than half t he 
a m o u n t repor ted for t he same per iod a year 
earlier. The mortgage loans ou ts tand ing at S&Ls 
have shown almost no growth since t he e n d of 
1980. Act iv i ty should begin reviv ing w i t h expect -
ed reduct ions in f inancing charges. 

In t he meant ime, all f inancial inst i tut ions wi l l 
con t inue to be squeezed by increased interest 
payments on deposits accompanied by the slowing 
growth rate in interest i ncome f rom loans. If 
lenders can avoid new depos i t losses in 1982, 
they should be in a good pos i t ion to a c c o m m o -
date the growth in loan d e m a n d that is expec ted 
dur ing the latter part of t he year. 

Construction: Heading Up? 

Const ruc t ion act iv i ty in Mississippi is at low 
ebb bu t seems l ikely to gain strength this year. 
High interest rates have p roved to be severely 
depressing, especially on residential construction. 
The sensit ivi ty of resident ial act iv i ty to interest 
rates makes it considerably more cycl ical than 
either nonresidential construction or nonbui ld ing 
construct ion. The 13,109 residential units con-
t rac ted in Oc tobe r 1981 (12 -mon th cumula t i ve 
rate) was we l l be l ow the average level for 1980 
and was on ly half t he n u m b e r of contracts issued 
during 1979's peak. Mississippi's residential con-
st ruct ion act iv i ty lags signif icant ly beh ind the 
average for o ther states in the region, part ly 
ref lect ing t he state's below-average popu la t i on 
growth. 

Nonresidential construction, in terms of square 
footage, has dec l ined abou t as steeply as resi-
dent ia l bui ld ing. Measured in square feet, non-
residential const ruct ion contracts for Oc tobe r 
1981 (12 -mon th cumula t i ve basis) was less than 
4.0 percent above the decade low establ ished in 
September 1976. Because of the high interest 
rate env i ronment , nonres ident ia l const ruct ion 
promises to remain w e a k in 1982 as wel l . 

Nonbui ld ing construction (roads, runways, dams, 
etc.) has proven relat ively stable in Mississippi 
over t he past decade. W i t h t he except ion of t w o 
unusual ly large contracts, g rowth in value has 
been slow bu t relat ively steady w i t h on ly modest 
cycl ical decl ines. Barring add i t iona l state and 
local budgetary cutbacks for pub l ic construct ion, 
t he value of nonbu i l d i ng const ruct ion seems 

Chart 3. Mississippi Construction 
Employment 

l ikely to con t i nue that pat tern in 1982. 
Since its recent peak of abou t 50,000 workers 

in August 1979, const ruc t ion e m p l o y m e n t had 
dec l ined to 40 ,000 workers by July 1981. This 
compares w i t h a decade low of 35 ,700 workers 
in February 1975. Emp loymen t is expec ted to 
begin to rise w i t h t he recovery of const ruc t ion 
dur ing 1982. 

International Trade Slows 

Trade f lows s lowed in 1981 bu t modes t im-
p rovemen t is expec ted dur ing 1982. 

In 1980, t he Port of Pascagoula m o v e d 28.3 
mi l l ion tons of cargo th rough its t w o harbors to 
account for 90 percent of Mississippi 's inter-
nat ional t rade vo lume. The Chevron oi l c o m p l e x 
at the harbor on Bayou Casotte accounts for 
three- four ths of the port 's t rade v o l u m e and over 
four-f i f ths of the impo r t vo lume. 

Bulk agricultural p roduc ts—corn , soybeans, 
wheat , and r ice—account for most of t he non-
pe t ro leum c o m m o d i t y exports f rom Pascagoula, 
a l though p l ywood , paper products and fert i l izers 
also are impor tan t exports; rubber remains an 
impor tan t n o n p e t r o l e u m impor t . The most im-
por tant goods w h i c h f l ow th rough t he state's 
o ther major seaport at Gu l fpor t are t rop ica l fruits 
f rom Central Amer ica and expo r ted l umber pro-
ducts headed for Europe and Latin Amer ica. 
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Available data suggest that in 1981 the vo lume 
of both exports and imports through Mississippi 
was d o w n f rom 1980. Principal causes include 
reduced demand for oil and the strong foreign 
exchange value of the dollar that has raised 
prices of U. S. goods in international markets 
while important trading partners were experienc-
ing recession. 

This year should see modest improvement in 
total t rade f lows in response to the expected 
moderate economic recoveries in the industrial-
ized countries of Western Europe and the United 
States. 

—Gene D. Sullivan 
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