
Alabama: "Heart of 
Dixie" Slackens Beat 
Charlie Carter 

This year Alabama's economic expansion is 
unlikely to match the pace set in 1984. But 
energetic growth in industries related to auto-
mobiles and defense should help counter the 
drag from import-sensitive sectors 

The general pace of the Alabama recovery, which 
quickened in 1984 despite lingering weaknesses 
in services, apparel, agriculture, and textiles, is 
expected to moderate in 1985 as the nation's 
economic growth slows. Alabama's economic 
recovery has been less spectacular than those in 
some other southeastern states because of the 
state's closer link to industries susceptible to 
import competition. Employment and income 
growth will be spurred by increased defense and 
investment goods spending, However, expansion 
of industries that compete with foreign manufactur-
ed goods or that look to export markets is likely to 
be retarded by the high foreign exchange value 
of the dollar and weaker economies abroad. 

On balance, we look for growth of employment 
income, and consumer spending from several 
sources: commercial, industrial, and office con-
struction; production of machinery and equip-
ment; defense-related manufacturing; and state 
and local spending on public works. We believe 

The author is a senior economist on the Research Depart-
ment's regional team. 

these growth areas will marginally overshadow 
lingering weakness in import-sensitive sectors, 
giving rise to a more moderate expansion in the 
state's economy in 1985 than occurred in 1984. 

Alabama's unemployment remains stubbornly 
high. The state's unemployment rate is down 
appreciably from 16 percent at the trough of the 
last recession; however, in spite of two years of 
recovery it remains well above the national rate 
of 7.2 percent (Chart 1). In 1984, employment 
grew by 4.8 percent from the previous year while 
the state's labor force increased by only 1.6 
percent. Yet the state's jobless rate lingered at 
11.2 percent in December. 

Economic conditions improved last year in all 
eight of the state's major metropolitan areas 
(MSAs), yet these improvements varied widely. 
Huntsville, Montgomery, Tuscaloosa and Birming-
ham boasted expansions strong enough to give 
them single-digit unemployment rates by Decem-
ber. On the other hand, Florence, Gadsden, 
Mobile, and Anniston still were suffering with 
double-digit rates (Table 1). 

A favorable mix of automobile parts, high 
technology, defense, and space-related manu-
facturing benefited Huntsville's economy. Em-
ployment grew 7.2 percent from December 
1983 to December 1984. However, the area's 
unemployment rate rose to 9.4 percent, as the 
labor force increased 8.2 percent 

Montgomery enjoyed the state's lowest un-
employment rate at the end of last year and 
continuing strong office and commercial construc-
tion reduced Birmingham's jobless rate. With a 
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large portion of Montgomery s work force associ-
ated with state government and the military, jobs 
grew 3.9 percent last year, lowering unemploy-
ment to 8.9 percent. Commercial, office, and 
highway construction in and around Birmingham 
boosted employment 5 percent last year, cutting 
the jobless rate to 9.4 percent 

Economic conditions in the northern areas of 
the state remained depressed as of late last year. 
Florence, with an economy heavily reliant on 
electrical wiring used in building, suffered the 
highest jobless rate in the state, as rising long-
term interest rates in the first half of last year 
weakened the industries on which it depends. 

The performance of LTV, the largest employer in 
Gadsden and Anniston, has a pronounced impact 
on those cities' economies. Continuing uncer-
tainty over the future of Gadsden's huge steel-
making facility has kept economic conditions 
depressed in the area. As of December, un-
employment rates were 14.6 percent in Gadsden 
and 10.2 percent in Anniston. 

Economic Structure and Performance 
The lurching course of Alabama's economy 

relates to its industrial structure. Compared with 
the national economy, proportionately more of 
Alabama's workers earn a living from cyclically 
sensitive goods production. Nearly a third of the 
state's nonfarm jobs are involved wi th goods 
production in contrast to slightly more than a 
fourth in the nation. Greater reliance on goods 
production is attributable to the more important 

role of manufacturing in Alabama, where factories 
accountforalmost26 percent of all nonfarm jobs 
versus 21 percent for the nation (Table 2). 

Contrary to the popular perception, however, 
the state's economy is not more dependent on 
heavy industry than is the nation's. Durable 
goods manufacturers account for only 12.4 per-
cent of the state's nonfarm jobs, about the same 
as the nation's, but nondurables are proportionately 
more important to Alabama. Slightly more than 
13 percent of Alabamians are employed in non-
durable manufacturing versus just over8 percent 

Chart 1. Unemployment Rates, United States 
and Alabama 

Source: U.S. Department of Labor, Bureau of Labor Statistics. 
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T a b l e 1 . Employment Gains Exceeded Labor Force Growth in Alabama's MSAs in 1984 
(in thousands) 

December December Absolute Percent 
1983 1984 Change Change 

Alabama 
Labor Force 1,732.8 1,806.2 73.4 4.2 

Employment 1,535.8 1,595.6 59.2 3.9 
Unemployment 210.6 197.0 13.6 6.9 

Rate (percent) 11.4 11.7 
Anniston 

Labor Force 46.5 49.1 2.1 5.6 
Employment 41.3 43.8 2.6 6.2 
Unemployment 5.2 5.3 0.1 1.2 

Rate (percent) 11-3 10.8 
Birmingham 

Labor Force 385.8 397.2 11.4 3.0 
Employment 344.1 359.9 15.8 5.0 
Unemployment 41.7 37.3 -4 .4 -10.6 

Rate (percent) 10.8 9.4 
Florence 

Labor Force 57.9 59.1 1.2 2.1 
Employment 49.3 50.1 0.8 1.6 
Unemployment 8.6 9.1 0.4 5.1 

Rate (percent) 14.9 15.3 
Gadsden 

Labor Force 41.4 43.0 1.7 4.0 
Employment 35.8 36.8 1.0 2.7 
Unemployment 5.6 6.3 0.7 12.6 

Rate (percent) 13.5 14.6 
Huntsville __ 

Labor Force 159.7 172.9 13.2 8.2 
Employment 146.0 156.5 10.6 7.2 
Unemployment 13.7 16.3 2.6 18.8 

Rate (percent) 8.6 9.4 
Mobile 

Labor Force 192.7 203.1 10.5 5.4 
Employment 168.2 178.0 9.8 5.8 
Unemployment 24.5 25.1 0.6 2.6 

Rate (percent) 12.7 12.4 
Montgomery 

Labor Force 128.5 132.8 4.3 3.4 
Employment 116.5 121.0 4.5 3.9 
Unemployment 12.0 11.8 -0 .2 -1 .9 

Rate (percent) 9.3 8.9 
Tuscaloosa 

Labor Force 56.4 59.2 2.8 4.9 
Employment 50.6 53.6 3.0 6.0 
Unemployment 5.8 5.6 -0 .3 -4 .3 

Rate (percent) 10.3 9.4 

Source: Alabama Department of Industrial Relations, Research and Statistics Uni t 
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Table 2. Greater Reliance on Goods Production Makes Alabama's Economy More Volatile 
(Employment in thousands) 
(September 1984) 

United States Alabama 

Sector Employment Percent Employment Percent 

Total Nonfarm Employment 94,671 100.0 1,346.4 100.0 

Goods Producing 24,996 26.4 427.4 31.7 

Manufacturing 19,601 20.7 345.8 25.7 

Durables 11,680 12.3 167.3 12.4 

Nondurables 7,921 8.4 178.5 13.3 

Construction 4,371 4.6 67.2 5.0 

Mining 1,024 1.1 14.4 1.1 

Service Producing 69,675 73.6 919.6 68.3 

Trade 21,956 23.2 285.6 21.2 

Financial 5,682 6.0 62.1 4.6 

Transportation 5,175 5.5 72.0 5.3 

Government 16,033 16.9 281.9 20.9 

Services 20,829 22.0 218.0 16.2 

Source: U. S. Department of Labor, Bureau of Labor Statistics, and Alabama Department of Industrial Relations. 

in the nation. Greater reliance on nondurables in 
Alabama can be traced to textile and apparel 
manufacturing, which are responsible for nearly 
half of nondurable jobs in the state. 

The services sector, considered to be a stable 
source of income and employment, is less im-
portant in Alabama's economy. While services 
account for 22 percent of national employment, 
only 16 percent of Alabama's nonfarm jobs are in 
services. 

The goods-production orientation of Alabama's 
economy makes it more vulnerable to downturns 
in the national economy and to the high exchange 
value of the dollar. Declines in consumer spending 
affect the goods-producing sector more adversely 
than they do the service sector. As orders for 
consumer durables decline, production cutbacks 
and layoffs occur in Alabama to a greater extent 
than nationwide. 

Movements in the dollars value also strike a 
sharper blow to goods-producing establishments, 
which are forced to compete more directly wi th 
low-cost imports than are service-producing firms. 
Wi th its greater reliance on goods production 
particularly textiles and apparel production, Ala-
bama's overall economy is more sensitive to the 
negative effects of the dollars high value. 

At least one favorable long-run result may f low 
from the short-run adversities of the current 
trade imbalance. If the dollar's present strength 
speeds the state's transition away from import-

sensitive industries, Alabama's economy could 
grow more stable in years to come. 

Income, Population, and 
Consumer Spending 

Alabama's ties to national economic growth 
worked to its favor in 1984, but its sensitivity to 
foreign markets was a negative influence. A sharp 
increase nationally in consumer purchases of 
homes and autos sparked the U.S. economic 
recovery in 1983 and 1984, and boosted income 
in Alabama at an above-average pace. Recent 
income gains are quite impressive in light of 
Alabama's belov^average population growth and 
the dramatic slowing of inflation in recent years. 
Along with the recall of workers and expanded 
production in the state's steel, rubber, and other 
heavy manufacturing industries, a new emphasis 
on diversification of the state's economy also has 
helped spur nominal income growth. 

Alabama's population growth was slower than 
that of any state in the region in the 1980-83 
period and, in contrast to the 1970s, population 
increased more slowly than nationally. Net out-
migration of workers trained in the state contri-
buted to the slow population growth. Alabama 
lost 19,000 people from migration in the 1980-
83 period, which is three times the number lost 
in Mississippi, the only other regional state to 
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suffer a migration loss. With continuing economic 
recovery and growth, the state can expect at least to 
retain population as it d id in the 1970s. Along 
with rising pay scales, moderating inflation and 
slower population growth have helped raise the 
state's real income per capita, both absolutely 
and relative to the nation. 

Advances in retail spending are linked closely 
to population and income growth. Strong increases 
in income and employment were sufficient to 
encourage Alabamians to spend more freely in 
1984, after forgoing purchases of homes, auto-
mobiles, and major household appliances for 
several years. Retail sales, as measured by sales 
tax collections, rose 12 percent in the first eight 
months of last year over the same period of 1983. 
In response to strong spending growth, Alabama's 
19,000 retailers increased hiring 4.7 percent, on 
top of a 3 percent rise the previous year (Table 
3). However, Alabama's consumers turned more 
cautious later in the year as the national expansion 
abated. Indeed, yearly increases in sales tax 
collection slowed from close to a 1 5 percent 
annual growth rate in the first quarter to about 11 
percent early in the second half. Yearly employ-
ment increases in the trade sector slowed com-
mensurately. Therefore, unless the state econ-

omy' s growth rate turns more positive in the first 
half of 1985, we doubt that the trade sector wil l 
supply as many new jobs as it did in 1984. 

The 1985 outlook for income growth and, thus, 
for consumer spending in Alabama hinges im-
portantly on outside factors. National recovery is 
important to continued growth, but international 
forces can impose severe limits. 

Industry Analysis 
What follows is an overview of major trends in 

1984 and a review of growth prospects for 1985 
within specific industries in the state The ordering 
of our industry discussion is not arbitrary. Instead 
our industry analysis is arranged beginning with 
the industry considered to have the brightest 
prospects for growth in 1985 to those likely to 
aid least in the economic expansion. We begin 
with a review of 1984's developments and outline 
1985's prospects for the construction industry. 
Our review of construction is fol lowed by an 
analysis of the manufacturing sector. Machinery 
manufacturing, product ion of t ransportat ion 
equipment, and output of materials used for 
national defense wil l serve as engines of growth 
in 1985. Strength in these sectors is expected to 

Table 3. Alabama's Recovery Has Been Weaker Than the Nation's 
(Employment in thousands except absolute changes) 

Alabama u. S. 

November November Absolute Percent Percent 
Industry 1983 1984 Change Change Change 
Total Nonfarm Employment 1,336.6 1,356.0 19,400 1.5 4.9 

Goods Producing 422.9 424.2 1,300 0.3 5.5 
Manufacturing 346.3 345.3 - 1 0 0 - 0 . 3 4.0 

Durables 162.6 166.6 3,700 2.2 5.6 
Nondurables 183.7 178.7 - 5 , 0 0 0 - 2 . 8 1.6 

Construction 63.0 64.7 1,700 2.6 12.6 
Mining 13.6 14.2 600 4.4 5.1 

Service Producing 913.7 931.8 18,100 1.9 4.7 
Trade 278.0 289.2 11,200 3.9 6.0 

Wholesale 70.8 72.3 1,500 2.1 5.7 
Retail 207.2 216.9 9,700 4.7 6.1 

Finance and Banking 59.6 62.3 2,700 4.5 3.3 
Transportation 70.9 71.8 900 1.3 5.0 
Government 286.6 290.2 3,600 1.3 2.8 
Services 218.6 218.3 - 3 0 0 - 0 . 2 5.1 

Source: U. S. Department of Labor, Bureau of Labor Statistics, and the Federal Reserve Bank of At lanta 
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overshadow anticipated weaknesses in apparel, 
textiles, and basic steelmaking. While we expect 
banking and finance, services and tourism, and 
the public sector to grow in 1985, such growth is 
anticipated to be less robust than in construction 
and overall manufacturing. Our industry-b>Mr> 
dustry analysis concludes with mining, agriculture, 
and international trade. These three industries 
are expected to retard growth in 1985. The 
article concludes with a summary of important 
developments in 1984 and offers an outlook for 
the state's economy in 1985. 

Construction 
Alabama's construction industry enjoyed 

strong growth last year. Although the residential 
sector was sluggish in comparison with its 
exceptional growth in 1983, construction of 
offices, industrial buildings, and stores was 
vigorous. Falling long-term interest rates in 
1983, low vacancy rates in office buildings, and 
strong growth of retail spending were funda-
mental factors behind the increased building 
activity. Employment in building trades, gener-
ally reflecting construction activity, rose more 
than 3 percent in 1984 (Table 3). The number 
of permits issued to build office and industrial 
structures in the state rose threefold. Whi le 
industrial construction was strongest last year, 
major construction planned for office buildings, 
shopping malls, and a new horse race track in 
Birmingham will create jobs in 1985. 

Large increases in the dollar value of com-
mercial, office, and retail permits also attest to 
the strong growth of construction. For the nine 
months ending last September, $74 million in 
permits was authorized for office construction 
throughout the state—more than double the 
$36.5 million in the same period of 1983 
(Chart 2). Building contractors also received 
$166 million in permits to build manufacturing 
plants and warehouses in the state during the 
first nine months. In the comparable 1983 
period, industrial permits came to only $14 
million. Last year's sharp increase in retail trade 
and employment encouraged merchants to 
add space as well. Through September, $107 
million in permits was issued to build retail 
stores in the state—up 48 percent from the 
$72.5 million issued during the like period in 
1983. 

Residential construction, although down 
slightly from 1983, continued to be healthy in 
Alabama last year. Permits were authorized for 
construction of 6,242 single-family homes and 
5,655 multifamily units from January through 
September, respectively a 2 percent increase 
and a 3.6 percent decline over the same period 
in 1983. However, 1984's overall decline in 
residential construction should be considered 
in light of prior activity: in 1983, singl^family 
and multifamily building permits rose 69 percent 
and 85 percent, respectively, from depressed 
1982 levels. 

While it would be difficult for the state's 
construction sector to match the torrid growth of 
the last two years, we are optimistic that this 
sector will expand in 1985. Our optimism is 
based largely on recent declines in long-term 
interest rates, which are likely to encourage 
additional developments, as well as on the 
future impact of the many contracts awarded 
in 1984. F. W. Dodge counted 770 major 
construction contracts in Alabama in 1984 with 
a combined value of almost $3 billion. The lag 
between the time those projects are announced 
and the expected completion date bodes well 
for construction activity this year. Construction 
on the I-459 artery around Birmingham will be 
continuing in 1985. The $135 million Riverchase 
Galleria complex, new headquarters buildings 
for the SouthTrust Corporation and Alabama 
Power Company, the horse race track, and the 

Chart 2. Value of Construction Permits for Stores, 
Off ices and Industrial Buildings in Alabama 
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Chart 3. Alabama Durables Employment 

Source: State of Alabama, Department of Industrial Relations. 

Chart 4. Alabama Nondurables Employment 

Source: State of Alabama, Department of Industrial Relat ions 

renovation of hotels in Birmingham are among 
the major projects also expected to fuel con-
struction in the state. 

Manufacturing 
The outlook for Alabama's manufacturing 

industries is t ied more closely to economic 
conditions outside the state than are those of most 
southeastern states. The state's relatively high 
concentration in manufacturing makes it especially 
sensitive both to cyclical forces in the national 
economy and to foreign competition. A decline 
in the value of the dollar would benefit the steel, 
apparel, and textile industries, while renewed 
economic growth would bolster the state's durable 
goods producers. 

Manufacturing employment growth was slug-
gish in Alabama for the first nine months of 
1984. Durable goods industries added workers, 
owing to exceptional performance in transpor-
tation equipment and machinery production, 
but sharp declines in textiles and apparel 
reduced nondurables employment. 

Durable manufacturing was Alabama's second 
largest provider of jobs last year, behind retail 
trade. By November, firms in this industry 
counted 3,700 more people on their payrolls 
than in September of 1983 (Chart 3). The primary 
metals and metal fabrication industry has enjoyed 
a recent upturn in employment (nearly 5 percent 

64 

from September a year earlier), but the number 
of jobs remains well below its 1979 peak. 

Alabama's durable manufacturing is not limited 
to the making and fabricat ion of steel, but 
includes industries that manufacture defense 
mater ia ls and a u t o m o b i l e parts. Na t i on -
ally, 1984 was an excellent year for the defense 
products industry, from which several large 
firms in the Huntsville area profited significantly. 
Automobi le industries also experienced a 
prosperous year, with surging new-car sales 
keeping plants in Alabama, which produces 
more tires than any other state, operating at 
capacity. Employment in transportation equip-
ment also grew 11 percent last year. 

While 1985's auto sales are unlikely to exceed 
1984's levels, they are expected to remain 
strong. Defense industries also are expected to 
do well if the Reagan Administration carries 
through with planned defense spending. Over-
all, auto-related and defense-connected firms 
will contribute heavily to growth in Alabama's 
durable goods industry in 1985. 

Manufacturers of machinery and equipment 
experienced forceful upward momentum in 
1984 due to the nation's economic expansion 
and strong tax incentives that encouraged heavy 
plant and equipment spending. Employment 
in the industry rose by 2,800 last year and 
accounted for 45 percent of all new jobs in 
durable goods manufacturing. Investment 
spending is likely to provide support to the 
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economy in 1985, though gains will not be as 
strong as in 1984. Some reduction in tax benefits 
goes into effect at the start of the year. Uncer-
tainty about proposed tax changes also may 
affect new investment spending. We therefore 
expect equipment spending to expand further 
this year, supporting employment and income 
growth in Alabama's machinery and equipment 
industries. 

In contrast to the strong performance by 
durable manufacturers, Alabama's nondurable 
manufacturers lost 5,000 jobs last year (Chart 
4). Most of these declines occurred in textile 
and apparel industries, the largest within the 
nondurables sector. Textile and apparel employ-
ment slumped nearly 7 percent as the rise of 
the dollar brought on a large drop in export 
demand as well as a strong jump in imports. 

Banking and Finance 
The state's financial services, insurance, and 

real estate firms boosted employment sharply 
last year after cutting back in 1983. Nearly two-
thirds of the job growth in this industry took 
place within real estate firms, which reflects 
the marked growth of office, commercial, and 
industrial construction. Prospects for another 
good year for Alabama construction generate 
expectations for continued job growth in this 
sector. 

Interstate banking has not been pursued 
aggressively in Alabama, as the state's largest 
banks remain divided on the issue. Late last 
year, AmSouth Bank Corporation ended its 
cross-investment agreements with Atlanta-based 
Trust Company of Georgia and South Carolina 
National Corporation. However, James Gaskell, 
president of the Alabama Bankers Association, 
predicts that an interstate banking law will be 
passed in the state within the next five years. 
He believes that Alabama wil l be the next to 
last southern state (fol lowed only by Missis-
sippi) to allow interstate banking. Alabama 
banks generally are optimistic about 1985, how-
ever, believing positive developments in a number 
of parts of Alabama's economy wil l overcome 
other negatives. 

Services and Tourism 
The out look for services and tourism is not 

strong unless Alabama's population trends re-
verse. Alabama's service sector employment has 
declined in each of the past two years. A closer 
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examination of industries within Alabama's ser-
vice sector reveals the source of the weakness. 
While employment in personal and business 
services, hotels, and other lodging places and 
amusement and recreation services grew by 
3,000 last year, the number of hospital workers 
declined by 3,300 between November 1983 
and December 1984. The Alabama Hospital 
Association attributed the reduction to declines in 
the number of patients which, in turn, were 
undoubtedly linked to the state's slow population 
growth and to increases in the number of out-
patient clinics compet ing against full-service 
hospitals. 

Tourism is a moderately important service 
industry, although Alabama is not widely recog-
nized as a tourist state. However, the state took 
advantage of its proximity to the 1984 World's 
Fair held in New Orleans. The Alabama Bureau of 
Tourism and Travel spent $800 thousand to lure 
fair-bound travelers to stop and shop at state 
attractions. 

Although fair attendance was deeply disap-
pointing to its New Orleans organizers, prelimi-
nary reports from tourism officials in Alabama 
suggest that the state reaped a substantial eco-
nomic harvest. Lodging places and major tourist 
attractions as far away as Birmingham and Mont-
gomery showed registrations and attendance up 
substantially over the previous year. From October 
1983 to October 1984, collections of lodging 
taxes charged to people staying in hotels and 
motels around the state increased 19.3 percent 
over the same period in 1983. 

While the state's proximity to the fair was 
largely responsible for the strength of its tourism, 
other activities also boosted the industry. The 
1984 Professional Golf Association (PGA) tourna-
ment, played in Shelby County during August, 
brought many first-time visitors to the state. 
September 1984 marked the opening of Victory-
land, Alabama's third parimutuel greyhound track, 
in rural Macon County. Track attendance re-
portedly has exceeded expectations. 

Horse racing should fortify Alabama's service 
sector in 1985. Although the new track in Birming-
ham will not begin operating until 1986, con-
struction of the track and horse farms should be a 
boon to the area's economy this year. Except for 
the new track, however, the state's tourism 
industry wil l be without major attractions com-
parable to last year's World's Fair and PGA. 
Therefore, we expect tourism to be less of an 
engine of growth for Alabama's economy in 
1985. 
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Public Sector 
The state of Alabama had a full-time equivalent 

payroll of 62,000 in October 1983 and appropri-
ated $2.3 bill ion in expenditures for the fiscal 
year ending in June. School boards, munici-
palities, and county governments around the 
state had an October 1983 payroll of 129,000 
and will probably spend three times the state's 
total. Public-sector divisions regarding spending 
and taxes, therefore, can profoundly affect the 
overall economy of Alabama in 1985. 

Employment growth in Alabama's publ ic 
sector has been sluggish in recent years (Chart 
5). The number of full-time equivalent employ-
ees remains below the level of five years ago 
and has declined in relation to the number of 
residents in the state (Table 5). The decline in 
government employment has occurred mainly 
at the local level. In October 1980, there were 
nearly 134,000 local employees, but by October 
1982 the number had declined to 129,000 and 
declined further in 1983. Further declines could 
make it difficult for the state to provide quality 
public services. 

The state government has a fairly ambitious 
budget for fiscal 1985. State expenditures are 
projected to increase by 19 percent, to $2.3 
billion, for fiscal 1985. But the state began its 
1984-85 fiscal year last July with a $136 million 
surplus, and so total resources are expected to 
match expenditures, leaving the state govern-

Table 4. Fiscal Status of Alabama's State Budget, 
1983-1985 
(in millions of dollars) 

Fiscal Fiscal Fiscal 
1983 1984 1985 

Beginning Balance 24 11 136 
Plus Revenues and Adjustments 1,922 2,072 2,179 
Equals: Total Resources Available 1,946 2,083 2,315 
Less; Expenditures and Transfers 1,935 1,946 2,315 
Equals: Surplus (Deficit) 11 136 0 

Source: Estimates and projections are from the National Governors 
Association and the National Association of State Budget Officers, 
Fiscal Survey of the States. 

ment budget in balance at the end of its 1985 
fiscal year (see Table 4). 

The expected large increase in tax revenue 
apparently is being used to rebuild the state's 
work force. State and local government person-
nel stood near 225.1 thousand in November 
1984. This level was 2,600 higher than in the 
previous year. 

Many municipalities will continue to spend 
heavily on public works. The dollar value of 
permits for such public projects as water and 
sewage treatment plants, bridges, public utilities, 
and public office buildings more than doubled 
in 1984, with much of the actual construction 
to begin in 1985. Revenue for these projects 
derives primarily from state and local bond 
issues and from federal distribution of revenue 
from the nickel-a-gallon excise tax on gasoline 
imposed in April 1983. 

Mining 
Slightly over 14,000 Alabamians earn a living 

from the state's rich mineral deposits. While 
industries extracting coal, iron ore, and lime-
stone have long been important to Alabama's 
economy, more recent additions include oil 
and natural gas in the southwestern region of 
the state. Alabama's mining industry added 
1,600 new jobs in 1984, replacing over half the 
1,000 jobs lost in 1983. However, we expect 
the state's mining sectors will contribute fewer 
new jobs in 1985, because much of the 1984 
growth involved supplying coal to U.S. Steel's re-
cently reopened Fairfield plant Some of the growth 
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Table 5. Full-Time Equivalent Employment of State 
and Local Government Workers in Alabama 

Year 

Number 

Year Total State Local 

1983 191,567 62,151 129,416 
1982 189,780 61,244 128,536 
1981 189,422 60,272 129,150 
1980 196,225 62,530 133,695 
1979 191,670 60,147 131,523 
1978 187,394 62,039 1 25,355 
1977 177,199 58,955 118,244 
1976 166,564 54,664 111,900 

Source: U.S. Department of Commerce, Bureau of the Census, Public 
Employment in 1976-83. 

also reflected stockpiling of coal by apprehensive 
utilities in midsummer before a coal miners' 
labor contract expired. Alabama Power Com-
pany is estimated to have far more coal than is 
necessary to meet its customers' electricity 
needs. Hence, job growth in mining should be 
less robust in 1985. 

Agriculture 
For a variety of reasons including financial 

losses, better employment alternatives, and 
advancing age, Alabamians are leaving the 
farm. The state's farm population has shrunk to 
2.3 percent of its total population, down from 
nearly 5 percent as recently as 1970. The 
primary problem—not unique to Alabama—is 
that the state is a marginal production area for 
many crops grown nationally at higher yields 
and lower production costs. Wi th low product 
prices resulting from strong international com-
petition in major export markets, farmers are 
hard-pressed to keep marginal operations in 
the black. 

Even so, Alabama crop farmers experienced 
a reasonably favorable year in 1984. Yields of 
almost all important crops improved over 1983 
and, despite a general weakening in commodity 
prices, farmers were able to recover their pro-
duction costs with some money to spare. 

What might Alabama crop farmers expect in 
1985? Prices of soybeans, the state's leading 

commodity, remained weak in the fourth quarter 
of 1984 and little on the horizon indicates 
strong prices in 1985. Soybean yields in 1984 
were good but not exceptional; the crop level 
was exceeded in three of the last five years, and 
so production in 1985 may well equal or 
surpass the 1984 level. Unless export markets 
improve, soybean farmers are not likely to find 
further improvement in profits this year; indeed, 
they could find it more difficult to break even. 

Poultry production is the most important 
farm income-producing enterprise in the state. 
Alabama's farmers raise 13 percent of the 
nation's broilers, exceeded only by Georgia 
and Arkansas. Total cash receipts from broiler 
sales fluctuate around the half bill ion dollar 
level. During the first three quarters of 1984, 
broiler production topped the same period in 
1983 by almost 20 million pounds which, along 
with higher prices, sharply increased broiler 
income. 

Poultry producers can adjust production rather 
quickly in response to changing market condi-
tions. The early months of 1985 are likely to 
find broiler prices strengthening, as a reduction 
in pork and beef supplies is probable. In 
addition, feed costs should be lower, on average, 
than in 1984. Consequently, the supply of 
poultry probably will increase as farmers react 
to improved profits. During the latter part of 
1985, however, broiler prices may well weaken 
as supply outruns demand. 

The cattle industry is another important agri-
cultural sector, typically earning 15-20 percent 
of total farm cash receipts. Beef production 
declined last year as cattle producers endured 
prevailing mediocre prices. The decline in cattle 
inventories is expected to persist, with the 
supply of beef dropping slightly. Some price 
strengthening should occur, but it is doubtful 
that individual farmers wil l make more money 
from cattle in 1985 than they did in 1984. 

International 
Adverse effects of the high value of the dollar 

are evident from lingering weakness in Alabama's 
textiles, apparel, forest products, and agricul-
ture industries. However, declining exports 
and increasing imports through the Port of 
Mobi le are even more obvious signs of the 
exchange rate's unfavorable effects on Alabama 
industries (Chart 6). From January through Sep-
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Chart 6. Mobile Customs District, 
Exports and Imports 

Source: U.S Department of Commerce, Highlights ol U.S. 
Export and Import Trade. 

tember, $832 mill ion in goods was exported 
through the Port of Mobile, 19 percent (or $191 
million) less than the $1.02 bill ion exported in 
the same period in 1983. Imports, on the other 
hand, totaled $2.59 billion from January through 
September, representing a 9 percent increase 
from the January-September period in 1983. 
The excess of imports over exports therefore 
rose from $1.4 billion in the 1983 period to 
$1.8 billion in the nine-month period ending in 
September. 

Alabama's major export commodity is coal, 
although soybeans and petrochemicals are 
becoming more important Long-term prospects 
are bright for coal exports out of Mobile, which 
recently upgraded its coal handling capabilities 
by completing the McDuff ie Coal Terminal. 
This terminal now can process 23 million tons 
of coal exports annually. In addition to this new 
facility for handling more coal shipments, Mobile 
should benefit in 1985 with the completion of 
the Tennessee-Tombigbee Waterway, an impor-
tant alternative for transporting coal and other 
commodities out of distant mine sites in Tennes-
see and Kentucky. 

The short-term out look for coal exports 
however, still hinges on the outlook for the 
strong dollar, making Alabama's coal more 
expensive to overseas customers. The prime 
buyer of coal exported out of Mobi le is Japan, 
which wil l continue to rely on the state's high-
quality coal in steel manufacturing and electric 
power generation. In recent years, Japan has 
been designing and building ambitious port 
development projects to accommodate its in-
creasing demands as the world's largest coal 
importer. Mobi le should continue to benefit 
from a steady growth in trade from this important 
market. 

Imports likely wil l fuel much of the port's 
future growth, offsetting weak export shipments 
of agricultural, chemical, and forest products. 
An expanding domestic economy and a strong 
dollar probably would result in another good 
year for import shipments. As market conditions 
improve, grain and soybean shipments into 
Mobi le also should benefit from the opening of 
the "Tenn-Tom" Waterway. 

Conclusion and Out look 
Whether Alabama's economic recovery ex-

pands at the brisk pace of 1984 or returns to 
the moderate pace of 1983 depends on the 
third-year strength of the national expansion, 
economic growth abroad, and the outlook for 
the foreign exchange value of the dollar. A 
strong national expansion in 1984, particularly 
in the first half, more than offset the repercussions 
from the continuing strength of the dollar, 
enabling Alabama's economy to grow as well. 
In 1985, however, a more moderate expansion 
is expected at the national level. It could prove 
difficult for Alabama's government sector, along 
with the construction, manufacturing, and tour-
ism industries, to boost income and emp loy 
ment enough to offset another year of lackluster 
conditions in the state's agriculture, mining, 
textiles, and apparel industries. Therefore, we 
expect the state's economic expansion to slow 
from its 1984 pace, perhaps returning to the 
sluggish performance of 1983. 
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