
Mississippi: 
Construction and 
Consumer Spending 
Are Keys to Recovery 

Mississippi's key lumber industry looks forward to a rebound in home building. 
Weaknesses in farming and in the oil and gas industries, however, suggest that 
Mississippi probably will continue to fare worse than the nation in 1983. 

Mississippi's economy seems to be headed toward 
moderate growth in 1983. If the national economy 
picks up briskly dur ing the year, the state could 
achieve strong growth by 1984. The initial recovery 
depends heavily on a rebound in the construction 
industry wh ich appeared to be underway going 
into 1983. That is we lcome news for industries 
such as lumber and other w o o d products, house-
hold appliances, and textiles, wh ich also should 
show improvement w i th a strong recovery in 
home building. Such a recovery, in turn, remains 
largely dependen t on interest rates, w i th lower 
rates tend ing to st imulate consumer demand. 
Wi th a cont inuat ion of the current t rend toward 
lower rates in 1983, a rebound appears in order. 

The apparel industry, impor tant th roughout 
the Magnolia State, should improve as consumers 
once again begin to spend money. The addit ional 
tax cut planned in July could wie ld a stronger 
impact on consumpt ion than 1982's reduct ion 
because it is l ikely to coincide w i th an increase in 

consumer conf idence. This could st imulate ap-
parel and other consumer goods industries. 

Yet, in spite of brighter prospects for housing 
and related industries, a full-scale recovery wi l l 
be slow in coming. Mississippi's economy seems 
likely to resume slow, steady growth beginning 
this spring and perhaps speed up by year-end. 
U n e m p l o y m e n t may remain frustratingly high as 
employers keep product ion closely al igned w i th 
sales; they wil l probably hire more people only 
w h e n a clear need exists. A l though the unem-
p loyment rate was dropp ing at the end of 1982, a 
return to the lower rates c o m m o n in past years is 
not expected this year. 

Industry: Waiting for Recovery 

The manufactur ing industry is Mississippi's 
single most impor tant employer. Al though agri-
culture remains an impor tant segment of the 
state's economy, industr ial ization has long since 
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Char t 1. Sectors of Employment 
in Mississippi 
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replaced farming as the primary c o m p o n e n t 
(Chart 1). Most of Mississippi industry is extremely 
sensitive to changes in interest rates and consumer 
spending. The leading industrial e n t e r p r i s e s -
apparel, lumber, machinery, food, and transpor-
tat ion e q u i p m e n t — t e n d to be affected direct ly 
by significant shifts in interest rates (which affect 
housing and auto sales) and f luctuations in con-
sumer spending (affecting apparel and food 
sales). Although sensitive to changes in economic 
condit ions, the concentrat ion of light industries 
does have advantages as well. For instance, the 
state is resistant to the severe, longer lasting 
recession typical of heavy industries such as 
steel. Also, once consumer conf idence returns 
and interest rates stabilize at lower levels, light 
industry should rebound rather quickly. 

During 1982, however, the full impact of the 
recession weighed heavily on the state. Employ-
ment in Mississippi's factories fell by 17,400 
f rom November 1981 through November 1982. 
N e w incorporations have been t rending down-
ward, indicating little if any new growth. N e w 
manufactur ing facilities in the state fell by 14 

percent in the first eight months of 1982 when 
compared w i th the previous year. M o r e bad 
news is that Mississippi's manufactur ing income 
fell by 3.1 percent in the first half of 1982 f rom 
the last half of 1981. U.S. manufactur ing income 
fell only 0.5 percent du r ing the period, indicat ing 
the strain on Mississippi's manufacturing industries. 

The apparel industry, Mississippi's largest em-
p loyment sector, lost jobs steadily in 1982 as a 
result of weak consumer demand and the loss of 
a growing share of the market t o imports. Apparel 
is highly labor intensive and the fast-changing 
fashion scene has made investment in high-
technology capital e q u i p m e n t nearly prohibi t ive 
so far. Overseas compet i tors, w i th the advantage 
of low-cost labor, could retard growth in the 
state's domest ic apparel sector even after an 
economic upturn. 

A bright spot in the state for 1983 should be 
those industries related to housing construction. 
Businessmen in Mississippi's impor tant lumber 
and w o o d industry are more opt imist ic than they 
have been in the past year and a half. Falling 
mortgage interest rates have fueled expectat ions 
for a prof i table spring season if housing starts 
surge. Lumber and w o o d producers and bui ld ing 
material suppliers are led by such names as 
Masonite Corporation, Georgia-Pacific, and Wey-
hauser Company, each having numerous locations 
in small communi t ies in the state. Whi le these 
are the large employers, numerous smaller op-
erations are located in virtually every county. The 
pervasiveness of this industry accounts for its 
strong impact on the state's economy. 

Two other impor tant sectors should benef i t 
f rom a consumer- led recovery. Mississippi plants 
produce many household appliances, a sector 
sure to expand dur ing a housing recovery. Auto 
parts manufacturers should also come out of 
their s lump as car sales accelerate. Al though no 
one industry is displaying notable strength as 
1983 begins, the food industry has shown more 
resilience than others. Food product ion, the 
state's four th largest emp loyment category, adds 
a measure of stability to the state's j ob picture. 

The sharp plunge in the energy sector is 
disturbing. Energy-related industries provided 
one of the few areas of Mississippi's strength 
early in 1982. Dri l l ing activity has p l u m m e t e d 
f rom near-record levels as a wor ld oil glut has 
forced prices down. Although prices are expected 
to stabilize and perhaps increase in 1983, several 
independent drillers and producers of dri l l ing 
equ ipment have already folded. 
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»Defense spending seems sure to cont inue as 
an impor tant factor in the Mississippi economy. 
Ingalls Shipyard in Pascagoula has been awarded 
some large contracts that wi l l help offset the 
slump in oil rig manufacturing, a relatively new 
activity undertaken by the facil i ty in an a t tempt 
to diversify operations. Cont inued flights of the 
Space Shuttle wi l l also keep workers in Bay St. 
Louis busy at the Rockwell International plant 
where the shuttle's engines are tested. 

Construction: Essential to Recovery 

• 

i Perhaps the key to an economic recovery in 
1983 lies w i th a resurgence of construct ion 
activity, especially residential construct ion. After 
a slow start in 1982, the residential sector should 
show modest gains this year. Wh i le the first half 

- of 1982 was extremely weak, a slow improve-
ment occurred dur ing the latter months of the 
year. Building permits (single- and mult i family) 
and construct ion contracts began to improve 

S during late spring and advanced slowly through 
the rest of 1982 as mortgage rates decl ined. The 
state's residential sector, though improved since 

* 1981, remains weak. 

3
All residential construct ion indicators are low 

compared to earlier peaks of the last 10 years. For 
p example, the number of single-family bu i ld ing 

permits issued in N o v e m b e r 1 9 8 2 — 3 1 4 units on 
a three-month moving average, seasonally adjusted 
basis—was only 37 percent of the 1972 peak, 49 
percent of the 1977 high, and just 58 percent of 

j even the 1980 "min i -peak." As the overall Missis-
sippi economy strengthens, housing sales and 

> other residential indicators should cont inue their 
modest improvement . 

Even realtors and savings and loan officers are 
J optimistic. Dur ing the final months of last year, 
^ mortgage rates fell be low the " t e e n s " — i n No-

vember, FHA/VA rates had decl ined to 12 per-
il . cent. The flurry of activi ty that began in the fall is 

expected to help support home sales dur ing the 
upcoming spring and summer. Though the loan 

, activity of savings and loans in Mississippi is the 
weakest of any state in the region, loan officials 

:<\ have reason for hope. Total loans closed by 
thrifts increased by 24 percent f rom $8.9 mi l l ion 
in October to $11 million in November. Mississippi 
was the first state in the region to reverse the 
decline in total loans closed. Thrift officers expect 
pent-up demand and a cont inu ing decl ine in 
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mortgage rates to nourish the increased loan 
activi ty in 1983. 

Nonresident ia l construct ion, in many aspects, 
is weaker than the residential component . In real 
terms, nonresidential contract construct ion in 
Mississippi is lower compared to 1974-75 re-
cession levels than is residential contract con-
struction. Late 1982's nonresidential contracts, 
measured in square feet, s lumped 24 percent 
be low 1974's trough, whereas residential units 
contracted were slightly above the low point set 
in 1975. Al though o f f i ceand industrial bui ld ingis 
expected to pick up dur ing 1983, growth wil l be 
slow and wil l trail that of housing. 

The nonbu i ld ing sector seems unl ikely to sup-
port much construct ion activity. State and local 
government budgets are at austerity levels. Even 
the Tennessee-Tombigbee Waterway project will 
be w ind ing down considerably dur ing 1983. Last 
year, the waterway employed about 3,000 people, 
most of them construct ion workers. W i t h the 
project more than 80 percent complete, the 
work force most likely wi l l be reduced by at least 
50 percent by midyear. Though t h e " T e n n - T o m " 
Waterway is not scheduled to be comple te ly 
f inished unti l September 1985, almost all wi l l be 
navigable by the first part of 1984. 

Agriculture: Record Cotton Yields 

Whi le agriculture employs just 8 percent of the 
state's w o r k f o r c e today compared t o 4 3 percent 
in 1950, sales of farm products cont r ibute in 
excess of $2 billion annually to the state's economy. 
These products are the raw material base for 
much of Mississippi's important food and f iber 
manufactur ing sectors. Clearly, when agriculture 
is suffering financially, much of Mississippi's 
economy also feels the pain. 

The dominant feature of Mississippi's agriculture 
in 1983 may well be the financial distress afflicting 
the state's farmers. In fiscal 1982, the state 
accounted for half the total foreclosures and 
liquidations reported among debtors of the Farmers 
Home Administration across the six District states. 
Farm debt in Mississippi exceeds $3 bi l l ion and 
interest payments on that deb t in 1982 cut 
deeply into net farm income. In recent years, farm 
income has also been depressed by rising costs, 
drought, and, in 1982, severely depressed prices. 

Since 1980, net farm income has averaged 
only about half the levels set in 1978 and 1979 
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Chart 2. Mississippi Net Farm Income 
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(Chart.?). In 1982 ideal growing condi t ions led to 
record crops dur ing a per iod of slack demand. As 
a result, prices of most commodi t ies have fallen. 
Two crops, cotton and soybeans, earn 45 percent 
of total cash farm receipts and greatly affect the 
state's farm economy. Prices of both crops were 
much lower than in 1981, but excellent yields 
last year may have moved some farmers from red 
ink to black. Even so, the majori ty of producers 
lost money in spite of better-than-average pro-
duct ion. 

There was some good news for agriculture last 
year, al though its pr imary impact may occur in 
the future. Construction began on the state's first 
ethanol plant, expected to produce 500,000 
gallons for automot ive use annually. The ethanol 
wil l be disti l led f rom grain sorghum and corn, 
creating a new source of demand for those 
commodit ies. In addit ion, grain sorghum (also 
known as milo) became the state's newest export 
crop as a shipload left Pascagoula for Portugal last 
fall. Further shipments are anticipated in the 
future. The potent ial export market, the low costs 
of product ion and other positive features could 
bring substantial increases in acreage. 

In spite of farm financial problems, the out look 
for 1983 appears more promising than the last 
three years. More acreage will be idled in response 
to government programs whi le the shift toward 
d o u b l e c r o p p i n g wil l gain momentum. As a result, 
wheat plantings, which increased approximately 
70 percent in 1982, will remain near that level in 

1983. Whea t also has the advantage of being a 
low-cost crop. Cot ton growers may wel l f ind a 
greater demand as the economy picks up and 
the text i le industry increases product ion. The 
lumber industry, wh ich suffered a drastic slow-
d o w n in 1982, was beginning to show signs of 
recovery going into the new year. It is in posit ion 
to show strong recovery wi th cont inued improve-
ment in construct ion. Expectations are running 
high among l u m b e r m e n for a good year in 1983. 

Public Sector 

State and local budget officials in the Magnol ia 
State are concerned w i th the same problems as 
their counterparts in neighboring states. Revenues 
f rom sales and income taxes are expected to fall 
short of projections, requir ing action on the part 
of the state government. Early in 1982, the 
National Governors Association projected that 
Mississippi w o u l d end its 1983 fiscal year w i th a 
$25 mil l ion deficit. Revenues were trail ing pro-
ject ions by as much as $11 mil l ion in the first four 
months of the 1983 fiscal year. This makes 
condit ions especially severe for Mississippi since 
it was only a year earlier that Governor Winters 
ordered a $76 mi l l ion budget cut. State law 
prohibits operating deficits in excess of 2 percent 
of projections. Public sector e m p l o y m e n t has 
decl ined for three years in a row, in sharp 
contrast to past recessions. 

Like other states, Mississippi is explor ing ways 
of raising revenue. Early last year, the state wen t 
to monthly, as opposed to quarterly, report ing of 
sales tax revenue. Second, it fo l lowed other 
states by raising the gasoline tax. Third, the 
proposed 3 percent increase in the severance 
tax on natural gas is likely to be re int roduced this 
year. The funds w o u l d f inance statewide kinder-
garten programs to help raise educational achieve 
ment. 

As the recession lingers, it seems doubt fu l that 
several special a t tempts to raise revenue wil l 
succeed in avoiding addit ional cutbacks in state 
emp loyment and spending in 1983. 

Trade: Potential for Growth 
Partially in response to weak markets for com-

modities, trade flows through Mississippi ports in 
1982 were disappointing. Both exports and im-
ports s lowed substantially f rom the previous 
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(yeaKs lackluster performance. This year should 
see modest improvement as economic recoveries 
in the Uni ted States and industr ial ized countries 
of Western Europe gain m o m e n t u m . 

Pascagoula's t w o harbors account for about 90 
percent of Mississippi's international trade volume, 
but the state's o ther major port, Gulfport, is an 
important entry point for t ropical fruits f rom 
Central America. The s lump in trade f lowing 
through Mississippi's ports ranged f rom 20 to 30 
percent in 1982. It was l inked to economic 
weakness abroad wh ich has slowed fertil izer, 
grain, and w o o d and paper products exports. 
Further, the wor ld oil glut has curtailed oil imports 
at Chevron's oil complex on Pascagoula's Bayou 
Casotte harbor. 

Trade in Mississippi, and elsewhere, has been 
affected by changing exchange rates. The dollar 
has strengthened greatly relative to many foreign 

1 currencies, making U.S. products more expensive 
for overseas buyers. Even where American com-
modities such as corn have experienced significant 
domestic price declines, the dol lars increasing 
value has kept the price to foreign buyers at a 
higher level. At ports that handle large amounts 
of farm commodi t ies such as Pascagoula, the 
result is a decl ine in activity. 

The improvement in Mississippi's trade fore-
seen for 1983 hinges on several factors. Trade 
growth wi th Central America and the Caribbean 
will be spurred by the Caribbean Basin Initiative. 
Congress has approved a $350 mil l ion foreign 
aid package and is considering trade concessions 
for products f rom the area. The open ing of a new 
cold storage facil i ty at Pascagoula last August 

* opened up the potent ial for increased poultry 
exports. Chevron's expanded refinery facilities, 
possibly open ing late in 1983, wi l l provide ad-
ditional demand for oil imports. 

Another sign of the s lowdown in commercia l 

I activity af fect ing both Mississippi and the nation 
has been the sharp drop in traffic along the 
Mississippi River dur ing 1982. Numerous barges 
are idle and those in operat ion f requent ly have 
trouble f ind ing cargoes for a roundtr ip between 
ports. There are reports of some failures occurring 

(among carriers w i th others near closure. Some 
observers contend the decl ine in business is the 

( worst since the Great Depression. 

Tourism: Priming for 1984 

While tour ism is less impor tant in Mississippi 
than in most Sixth District states, it still accounts 
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for about 30,000 jobs, or3.6 percent of the state's 
nonfarm employment . Because many tourist 
jobs are unski l led or entry-level positions, the 
contr ibut ion to personal income is small. Yet 
tourist expenditures amount to nearly 10 percent 
of the state's retail sales tax collections. Expen-
ditures are concentrated in the Jackson area and 
the Gulf Coast, wh ich has hosted the Miss USA 
pageant for several years. 

Mississippi's tourist industry enjoyed a better 
summer in 1982 than states such as Louisiana 
and Florida that rely on "dest ina t ion" travel by 
out-of-state and foreign visitors. For example, 
despite a near doub l ing of fees, visitor days at 
U.S. Forest Service recreation sites in Mississippi 
rose slightly f rom 1981's level. Yet recreational 
usage of major lakes and state and national parks 
decl ined. Revenues f rom the lodgings tax fell 2.6 
percent in September compared to September 
1981. The county room tax in the Gulf Coast 
area, however, was 25-30 percent ahead of last 
year, according to a local Convent ion and Visitors 
Bureau spokesman. Air travel was also off except 
at Gulfport-Biloxi, wh ich had nearly 25 percent 
more arrivals this past November than in 1981. 

The out look for Mississippi's tourist industry 
appears promising, al though significant improve-
ment isn't l ikely unt i l 1984. Industry representa-
tives are opt imist ic about the upcoming N e w 
Orleans Wor ld 's Fair. An economic impact study 
estimates that the 1984 exposi t ion wi l l br ing 
more than a mi l l ion new visitors to (or through) 
Mississippi and wil l generate more than $120 
mil l ion in tourist expenditures. 

Labor Force 

The Census Bureau's latest survey (July 1, 
1981) est imated Mississippi's populat ion to be 
2,531,000. Between Apri l , 1980 and July, 1981, 
the, populat ion grew on ly 0.4 percent, a dec ided 
decl ine f rom the annual average rate of 1.4 
percent dur ing the 1970s. Employment of the 
state's labor force of slightly over one mil l ion 
decl ined dur ing 1982, despi te a slight rise dur ing 
the spring. U n e m p l o y m e n t grew rapidly to reach 
12.7 percent of the labor force in November 
(Chart 3), second only to Alabama in the District 
and wel l above the nation's rate of 10.8 percent. 

Of the three standard metropol i tan statistical 
areas in Mississippi, Pascagoula-Moss Point suf-
fered the highest u n e m p l o y m e n t rate (1 5.5 per-
cent in November) . Jackson had the lowest rate 
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Chart 3. Mississippi Unemployment Rate 
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Finance 
Growth in commercia l bank deposits in Missis 

sippi has been only average, increasing at ai 
annual rate of 11 percent to $10.5 bi l l ion durin: 
the first 11 months of 1982. Vigorous growth if 
bank deposits is unlikely until economic condition 
improve. Loans have grown at an 8 percent rate fo 
for the same t ime period, reaching $6.6 bil l ion 
This represents substantially higher growth thar 
in recent years. In 1979-80, for instance, the 
growth rate was a mere 2 percent. A loan-deposi 
ratio of 63 percent leaves room for a fur the 
increase in loan activity, and the prospect o 
lower interest rates and a stronger economy ir 
1983 should increase loan demand. In addi t ion 
the cost of funds to financial institutions shoulc 
be lower than in 1982, al though the new deregu-
lated accounts wil l certainly l imit the gains in this 
area Profits are likely to improve for most lenders, 
although loan delinquencies probably will remain 
above normal for much of the year. 

(8.3 percent in November) , w i th the help of 
government employment that helped stabilize its 
labor market. 

Mississippi's three largest nonmanufactur ing 
emp loyment sectors are government (22.8 per-
cent), trade (19.9 percent), and services (14.7 
percent). Government accounts for a larger pro-
port ion of jobs in Mississippi than in the Uni ted 
States, whi le services and trade account for a 
smaller share than in the nation. This distr ibut ion 
bodes ill for the state's employment since govern-
ment emp loyment appears to be waning, whi le 
trade and services promise to be primary sources 
of j ob growth. 

Moreover, even these " g r o w t h " sectors are 
faring worse in Mississippi than in the District or 
the nation. Of the six nonmanufactur ing sectors, 
four—transportat ion, communication, and public 
utilities; trade; finance, insurance, and real estate; 
and serv ices—held steady or decl ined less than 
1.5 percent over the previous year. Government 
emp loyment decreased by 2-4 percent, and 
construct ion emp loyment d ropped more than 
10 percent dur ing the summer. 

In a recent survey of large southeastern em-
ployers, most Mississippi respondents were pes-
simistic about the out look for emp loyment in the 
months ahead. Responses were almost evenly 
div ided between those who expected no change 
and those w h o expected further layoffs. 

6 4 

Income 
Total personal income in Mississippi grew by 

6.5 percent in the fiscal year ending last June, 
compared to 13.5 percent a year earlier. Weak 
income growth reflects the sensitivity of Missis-
sippi's economy to the recession, particularly the 
key lumber, w o o d products, and manufactur ing 
industries. The economic weakness is also reflected 
in retail activity. Novembers sales tax collections, a 
proxy for retail sales, trai led 2.3 percent behind 
November 1981. 

On balance, the ou t look for personal income 
and retail sales growth in Mississippi in 1983 is 
d immer than for some other states in the South-
east and the nation. As the national economy 
improves, Mississippi's economy wil l also begin 
to recover, but apparent ly at a slower pace. 

Energy 

Though a source of economic strength in the 
short run, Mississippi's energy resources may 
represent a prob lem for the future. Dur ing the 
last t w o decades energy consumpt ion in the i 
state grew five t imes faster than the state's 1 

populat ion. Increasing energy demand was built 
largely around two resources, oil and natural gas. H 
In recent years nearly half the state's energy (48 , 
percent) was suppl ied by pet ro leum whi le gas 
met 33 percent of demand. Coal, a resource > 
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plentiful in the Uni ted States, composes only 9 
percent of the state's energy needs. 

The sharp rise in cost of both oil and natural gas 
has already impacted ut i l i ty rates. The potent ial 
for future cost increases together w i th the de-
pendency on the t w o fuels bodes ill for util it ies 
and consumers. One power company is ambi-
tiously diversifying to add coal and nuclear power 
to its future generation capacity. The economic 
feasibility of such changes may be in doubt , 
however, because of falling electricity sales, 
excess plant capacity, and financial constraints. 

The future role of oil and natural gas in the 
state's economy remains clouded. The higher 
prices of the late 1970s d id spur oil explorat ion. 
In 1981, oil companies dri l led 758 w e l l s — 5 4 
percent of those in areas known to be productive. 
Sixty-four percent of all wells dril led, however, 
turned out to be unproduct ive or " d r y holes," 
illustrating the costliness of explorat ion. Of the 
wells that proved product ive, nearly two-thirds 
were oil rather than gas wells. 

During the last t w o years, Mississippians have 
benefitted from strong drilling activity that spurred 
business employment and tax revenues through-
out the state. In 1982 an average of 11,600 
people were involved in the extract ion of oil and 
gas in the state, a net increase of 3,600 new jobs 

created by this sector since 1979. In addit ion, 
severance tax col lections accounted for one-
tenth of the state's tax revenues generated in 
fiscal 1982, a 34 percent increase f rom the 
previous year. 

just the same, the oil and gas industry fell upon 
hard t imes in 1982. Crude oil and natural gas 
product ion decl ined dur ing thef i rs t ten months of 
the year by 5.2 and 5.7 percent, respectively, 
from 1981 levels. Growth in severance tax revenues 
slowed dramatically in the latter months, cl imbing 
only 3 p e r c e n t d u r i n g t h e ju l y -Decemberper iod . 
A potential increase in the severance tax has 
dampened enthusiasm for new drilling. Prospective 
tax increases and lower oil prices have reduced 
the number of active rigs in operat ion in Missis-
sippi t o approximately half the number reported 
in November 1981. 

The prospects for 1983 remain mixed. Whi le 
an economic recovery should spur demand for 
energy resources, growth is l ikely to be only 
moderate and gradual as well . The negative 
factors may be suff iciently strong, however, to 
keep the industry in the doldrums. The possibility 
for decontrol of shallow gas prices, the uncertainty 
surrounding oil prices, and industry concerns 
about the future tax burden are l ikely to prevent 
a robust turnaround in energy product ion. 

ECONOMIC C O N D I T I O N S IN MISSISSIPPI BY REGIONS 

Northeast Miss iss ipp i 

The economy of the northeast region is based on a 
diversity of manufacturing activity, government employ-
ment and agriculture. The Tupelo area is so well 
diversified in types of industry that it closely mirrors 
the nation. The area's unemployment is near the 
nation's rate of 10.8 and significantly below Missis-
sippi's 12.7 percent rate. 

Major industries in the area manufacture electric 
motors, compressors, industrial conveyor belts and 
clothing, including blue jeans and military uniforms. 
The economic decline has affected most industrial 
activity, but apparel manufacturers have fared better 
than other types of industry. The construction of a 
nuclear powered electricity generating plant has pro-
vided employment for about 2,000. Work on the 
Tennessee-Tombigbee Waterway has been a stimulus 
to the area, but construction is winding down as the 
project nears completion. 

The Columbus area depends heavily on Columbus 
Air Force Base, with its annual payroll of $50 million, 
and two nearby educational institutions These govern-
ment-supported facilities have added stability to the 
area despite the recession. Area manufacturers of 
furniture, tires, wall and floor coverings, bathroom 
equipment, and electrical gear have all experienced 
decided downturns in business and resulting layoffs. 
One bright spot has been a plant manufacturing 
disposable hospital fabrics that has continued to 
operate at full capacity right through the recession. 

The region's agriculture is primarily soybean pro-
duction. Yields are low compared with other regions of 

the state, and low prices have severely depressed 
incomes for the farm sector. 

Prospects for recovery hinge largely on a rebound in 
construction, automobile manufacturing and agriculture. 
The industrial recovery is expected to begin by mid-
1983, but is likely to be rather slow. Agricultural 
conditions may not brighten significantly until demand 
for farm products strengthens in 1984. 

Nor thwest Miss iss ipp i 

Agricultural activity dominates the economy of the 
fertile Mississippi River Delta region along the north-
west side of the state. Cotton, soybeans, and wheat, 
the majorfarm crops, have experienced weak demand 
for the abundant supplies produced in 1982. Many 
farmers carry heavy debts from the past 10 years. 

Bankruptcies and farm business failures are already 
numerous and may increase. Likewise, many nonfarm 
businesses servicing farm-related activity have failed 
and others are struggling to survive. Products manu-
factured in the Clarksdale and Greenwood a r e a s -
including vehicle tires, conveyor rollers for heavy 
industry, door openers, automobile parts, blue jeans, 
picture frames, and p ianos—have been seriously 
affected by the downturn. A distribution center for 
automobile parts and a wholesale hardware business 
have helped keep the region afloat. 

Some cotton farmers suffered an additional blow at 
the end of 1982 when a merchant to whom they had 
contracted to sell their crops suffered bankruptcy 
Checks received in payment for delivered cotton 
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bounced and the cotton was held by the merchant's 
creditor as security for loans. Additional farm failures 
were expected to result from farmers' apparent losses 
as the year ended. 

Sou thwes t Miss iss ipp i 

The U.S. Army Corps of Engineers is a mainstay for 
the economy of southwest Mississippi and especially 
for the Vicksburg area where 9,000 employees are 
located. Although the Corps reduced some operations 
in connection with national budgetary cutbacks, its 
activity was a major source of strength for the Vicks-
burg area during 1982. Agriculture also remains an 
important component of the Vicksburg trade area, 
and, just as elsewhere in the state, farmers are ex-
periencing grave hardship. Families that have been 
solid components of the farming community for two 
and three generations are reported to be suffering 
financially. A few investors have been able to purchase 
excellent land at bargain prices because of the scarcity 
of potential buyers for land forced onto the market. 

The Natchez area has a more diversified economy 
than the Vicksburg area Paper manufacturing, oil 
drilling and tire manufacturing are important local 
business activit ies A plant specializing in radial truck 
tires is reported to be doing well through the recession. 
While oil drilling dropped into a severe slump early in 
the year and several new entrants failed, renewed 
activity in deep well drilling was noted in the closing 
weeks of 1982. 

Recession seemed to hit the pulpwood industry sur-
rounding Natchez in late spring. Conditions are ex-
pected to gradually worsen early in 1983 since re-
covery in pulpwood demand is expected to lag well 
behind recovery in other segments of the economy. 

A nuclear generating plant underconstruct ion north 
of Natchez has been stimulating economic activity 
and has increased activity at Natchez's river port. A 

warehouse company is constructing a port facility 
expected to serve as a central distribution point for all 
nuclear energy facilities in the region. 

Southeas t Miss iss ipp i 

Academic institutions, a large medical facility, as 
well as ship manufacturing and tourism along the 
coast are major contributors to southeast Mississippi's 
economic activity. All of these lent a stabilizing influence 
during 1982. In addition, new paper mills under con-
struction are expected to employ up to 2,000 workers 
by midsummer. As a result the recession showed little 
evidence in the Hatt iesburg area until last fall. A plant 
manufacturing turpentine and explosives recently laid 
off 30 percent of its work force, and the construction 
industry has also idled many workers. 

The Laurel area, heavily dependent upon oil and gas 
exploration, has been severely depressed since the 
second quarter of 1982. Lumber and other building 
materials industries have also been in the doldrums 
because of construction inactivity. 

A pickup is anticipated with renewed oil and gas 
exploration, which was showing signs of recovery in 
some areas late in 1982. The housing industry is also 
anticipated to improve and enliven lumber manu-
facturing when interest rates reach lower levels Mort-
gage rates had dropped little in southeast Mississippi 
by December. Car sales were beginning to pick up at 
year-end in response to heavy promotional activity of 
dealers. 

On the whole, the economy of southeast Mississippi 
is expected to begin showing recovery by spring. New 
construction should lead the way but increasing oil 
and gas activity and a bulge in consumer spending for 
cars, furniture, appliances and clothes should provide 
noticeable strength to the local economy by the 
second half of 1983. 

— G e n e D. Sullivan 
and W. Gene Wilson 

6 6 
FEBRUARY 1983, E C O N O M I C REVIEW 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1983


