
Prospects Are Encouraging 

Charlie Carter and Gene D. Sullivan 

With the state's economy registering more signs of strength than 
weakness, Alabamians are looking forward to an improved year. 

Alabama's economy is expect-
ed to continue its improvement 
this year, extending the gains 
evident toward the end of 1985. 
Decline in the trade-weight real 
value of the dollar, low long-
term interest rates, a budget 
surplus in the state treasury, and 
anticipated brisk auto sales 
make the prospects for eco-
nomic strength in 1986 encour-
aging. 

The dollar's value against cur-
rencies of major trading partners 
peaked during the first quarter 
of 1985 and has declined almost 
30 percent since. This decline 
should improve the competitive 
position of Alabama industries 
that rely on exports for a large 
portion of their sales. It has also 
strengthened the ability of the 
state's textile, apparel, and 
chemical industries to compete 
with imports. 

What's more, long-term inter-
est rates have fallen to their 

The authors are respectively, a senior 
economist and a research officer on 
the Research Department's regional 
team. 

lowest level in almost six years, 
leading us to expect strength in 
Alabama's construction indus-
try in 1986. Construction activity 
will also be stimulated by special 
projects in Birmingham, includ-
ing continuing progress on the 
nearly completed 1-459 express-
way around the city, a $60 million 
horse racing track, and expansion 
of the city's Municipal Airport 
The city will have approximately 
9,000 hotel rooms once several 
new projects are completed, 
heightening Birmingham's po-
tential as an important con-
vention city. 

The Saturn plant in middle 
Tennessee is expected to pro-
vide jobs to northern Alabama, 
owing to increased demand for 
steel and other construction 
materials. Cont inued strong 
demand for aerospace products 
and electronics and automobile 
parts should propel Huntsville's 
economy; the Challenger tragedy 
has not delayed space-related 
work in the area 

Automobile market analysts 
anticipate another year of strong 
auto sales that should bolster 

the state's important transpor-
tation equipment industry. More-
over, stock market gains, lower 
home financing rates, and healthy 
income growth should spur 
consumer spending generally. 

State government employ-
ment should continue to grow 
in view of the $284 million 
budget surplus on hand at the 
end of fiscal 1985, a surplus 
likely to strengthen labor market 
conditions in Montgomery. 

To be sure, there are downside 
risks for Alabama in 1986. First 
consumer debt is considered 
worrisomely high in relation to 
disposable income Should that 
debt become too burdensome, 
consumers may reduce their 
retail spending in the months 
ahead. Second, a significant 
upturn in long-term interest 
rates wou ld slow Alabama's 
expansion. Third, there are indi-
cations that an oversupply of 
office space exists in several 
southeastern cities, and could 
eventually extend to Birming-
ham. Even with lower interest 
rates, it may be difficult to main-
tain new office construction in 
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the light of rising vacancies. 
Finally, consumer enthusiasm 
for new automobiles was strong 
in 1985. Should it diminish, 
additional employment growth 
wou ld seem unlikely in the 
state's transportat ion equip-
ment industry. 

In general, however, we ob-
serve more signs of potential 
strength than weakness for Ala-
bama's economy in 1986. Al-
though overall growth is unlikely 
to be as strong as in 1984, 
Alabama's best year during the 
recovery, most barometers sug-
gest this will be a better year 
than 1985. 

Last YeaKs Performance 
Alabama's economy contin-

ued to grow in 1985, but its 

progress was substantially less 
than that of Georgia and Florida 
Unlike those neighbors, Ala-
bama's population growth and 
service industries did not give a 
strong upward push to the state's 
economy. 

Echoing the national econo-
my somewhat, Alabama experi-
enced a slowdown during the 
first half of the year centered in 
manufacturing. Although the 
downturn was rather severe— 
primarily for industries produc-
ing lumber, wood, textiles, ap-
parel, and paper— job losses in 
these industries were more than 
offset by gains in other sectors. 
However, manufacturing em-
ployment was restricted by keen 
competit ion from lower-priced 
imports as well as by loss of mar-
ket share to foreign suppliers. 

Chart 1. Total 
Employment 
(Thousands) 

Source: Alabama Department of Employment 
Security 

Nevertheless, total employ-
ment managed to grow during 
1985 and averaged 2.7 per-
cent above the previous yeaKs 
level (Chart 1 and Table 1). Total 

Table 1 . Alabama's Moderate Recovery 

1984 1985 Absolute Percent 
Indicator (thousands) (thousands) Change Change 

Population 3,989 4,021 32,000 0.8 

Civilian Labor Force 1,794 1,801 7,000 0.4 
Employment 1,594 1,637 43,000 2.7 
Unemployment 200 164 -36,000 -18.0 
Unemployment Rate 11.3 9.1 — — 

Establishment Employment 1,383.6 1,397.4 13,800 1.0 
Goods-Producing 437.2 432.4 -4 ,800 -1.1 

Mining 14.2 15.2 1,000 7.0 
Construction 64.5 67.4 2,900 4.5 
Manufacturing 358.5 349.8 -8 ,700 -2 .4 

Durables 173.5 173.3 - 2 0 0 -0.1 
Nondurables 184.9 176.6 -8 ,300 -4 .5 

Service-Producing 946.4 965.0 18,600 2.0 
Transportation, communication, 

and public utilities 72.1 72.5 400 0.6 
Trade 290.3 294.8 4,500 1.6 
FIRE 62.6 65.6 3,000 4.8 
Services 227.5 232.9 5,400 2.4 
Government 293.9 299.2 5,300 1.8 

Source: Alabama Labor Market News, Department of Industrial Relations Montgomery, Alabama; and News, U.& Department 
of Labor, Bureau of Labor Statistics, Washington D.C. Population data from U.S Bureau of the Census Population is as of 
July 1, while civilian labor force, employment and unemployment are annual changes 
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Chart2. Unemployment 
Rate 
(Seasonally adjusted) 

Source: Alabama Department of Employment 
Security and U.S. Department of Labor, Bu-
reau of Labor Statistics 

nonagricultural emp loymen t 
which excludes farm workers 
and self-employed men and 
women, also edged upward 
during 1985, but only one-third 
as many jobs were added as in 
1984. Several of Alabama's non-
manufacturing sectors grew im-
pressively in 1985—the services, 
government and the finance, 
insurance, and real estate (FIRE) 
sectors, accounting for over half 
of all nonagricultural employ-
ment Together with moderate 
growth in the trade, construc-
tion, transportation, and public 
utilities sectors, these industries 
helped generate enough steam 
to increase total employment 
by over 40,000 workers and to 
reduce Alabama's jobless rate 
throughout the year. The rate 
of unemployment fell to 9.1 
percent in 1985 compared with 
an average of 11.3 percent in 
1984. Alabama's unemploy-
ment rate decline, starting from 
a higher level, was considerably 
larger than the nation's (Chart 
2). 

Population and Labor Force 
Alabama's population growth 

rate slowed in the 1980 to 1985 
period from its rate of increase 

in the 1970s, which was above 
the national average. In the five 
years since the 1980 census, 
the state's population growth 
slowed to only a 0.6 percent 
gain a year, about half the growth 
rate of the previous decade 
Comparable gains for the South-
east and nation in the last five 
years were 1.6 percent and 0.9 
percent respectively. The U.S. 
Bureau of the Census projects 
that population growth will slow 
to a 0.3 percent yearly rate 
through the end of this century. 

Much of the slower popu-
lation growth over the last five 
years has been due to reduced 
in-migration. Although the Hunts-
ville and Mobi le metropolitan 
areas grew briskly in the first 
half of this decade, their gains 
were insufficient to offset slug-
gish increases in Birmingham 
and Montgomery. 

The state's slow population 
expansion is consistent wi th 
sluggish labor force growth. In 
1985 the number of Alabamians 
either employed or seeking 
employment was only 0.4 per-
cent greater than the previous 
year. Not only was this less 
than the annual populat ion 
growth rate during the first half 
of the 1980s, but it was well 
below the comparable rates for 
national and regional labor force 
growth. The fact that Alabama's 
labor force grew only half as 
fast as the population suggests 
an increase in its dependency 
rate; that is, much of the popu-
lation increase was due to a 
broadening of the non-working, 
older, and younger age groups. 

Income and Consumer 
Spending 

Personal income, which often 
trails the nation's growth, ex-
panded 4.5 percent in the third 
quarter of 1985 from the prior 

year. That was well below the 
year-to-year increase of 11.9 
percent posted the previous 
year. Yet the state's income 
growth was in line with third 
quarter 1985 gains of 5 percent 
for the Southeast and the nation. 
In 1986, income in the state will 
continue to be boosted most 
by steadily rising income from 
the government mining, con-
struction, and services sectors 
(Table 2). Personal income gains 
from service-producing indus-
tries such as retail trade, FIRE, 
and government have exceeded 
the state's all-industry income 
growth throughout the current 
economic expansion. Since the 
trough of the 1982 recession, 
manufacturing income has also 
shown some growth. Manufac-
turings contribution to personal 
income and employment growth, 
however, has declined steadily 
since 1984, owing principally to 
the nondurable manufacturing 
industries' continued difficulty 
in compet ing wi th low-cost 
imports. 

Consumer spending has held 
up remarkably well in spite of 
sluggish population, employ-
ment and income growth. Fol-
lowing a good year in 1984, 
retail sales in Alabama's major 
metropolitan areas continued 
to grow faster than in the nation 
during 1985. Department stores 
in Birmingham sold nearly one-
fifth more during the fall of 
1985 than they did in the fall of 
1984. Sales are projected to 
continue growing in 1986, al-
beit at a somewhat slower pace. 

New car and truck sales in 
the state mirrored the encour-
aging performance elsewhere 
in the region through last fall. 
Sales of cars and trucks were up 
10 percent and 21 percent re-
spectively, f rom year-earlier 
levels, while combined car and 
truck sales increases for both 
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Table 2. Personal Income Growth in 1985, Third Quarter Data 
(Millions of dollars seasonally adjusted at annual rates) 

Percent Change 
Title 1984 1985 1983-84 1984-85 

Total Personal Income 40,431 42,241 9.9 4.5 
Net Earnings by Place of Residence 27,125 28,586 10.6 5.4 
Dividends Interest, and Rents 6,547 6,509 15.2 -0 .6 
Transfer Payments 6,759 7,146 2.9 5.7 

Earnings by Industry 28.492 30,151 10.5 5.8 
Farm 725 412 84.0* -43.2 
Nonfarm 27,767 29,735 9.3 7.1 

Goods-Producing 9,625 10,319 9.4 7.2 
Mining 494 573 17.3 16.0 
Construction 1,364 1,650 3.1 21.0 
Manufacturing 7,767 8,096 10.2 4.2 

Durables 4,116 4,300 14.8 4.5 
Nondurables 3,651 3,796 5.3 4.0 

Service Producing 18,142 19,420 9.2 7.0 
Transportation, Communication, 

and Public Utilities 2,234 2,245 9.3 0.5 
Wholesale Trade 1,677 1,782 12.9 6.3 
Retail Trade 2,562 2,700 10.1 5.4 
FIRE 1,345 1,436 12.1 6.8 
Services 4,391 4,974 10.4 13.3 
Government 5,933 6,283 6.5 5.9 

•Unusual growth in 1984 largely reflects disruptions from the government's Payment-in-Kind program in 1983. 

Source U.S. Department of Commerce, Bureau of Economic Analysis, Regional Economic Information System. "Quarterly 
Personal Income by Major Source and Earnings by Industry," January 1986. 

the Southeast and the nation 
averaged above 10 percent. 
Dealers are optimistic about 
the sales outlook for 1986. 

Manufacturing: 
The Weak Link 

The outlook for Alabama's 
economy in 1986 depends sig-
nificantly on the performance 
of manufacturing. With 350,000 
employees representing per-
sonal income of $8.1 billion in 
1985, manufacturing industries 
were responsible for one-fifth 
of the state's jobs, 18 percent 
of total personal income, and 
35 percent of income from wages 

and salaries. The weaker dollar 
should check the inf low of 
numerous imported products 
and stimulate apparel and textile 
industries. Prospects for Ala-
bama's auto parts and related 
durable goods manufacturers 
depend heavily on the demand 
for automobiles in 1986. If auto 
sales are strong, as dealers expect 
employment is likely to grow. 

Manufacturing employment 
contracted in Alabama in 1985, 
with large declines occurring in 
textiles and apparel industries, 
which account for around 5 
percent of total employment 
The number of Alabamians hold-
ing textile jobs was down by 
about 3,000 from the average 

employment level in 1984, but 
employment remained rather 
stable from April onward. Em-
ployment in Alabama's textile 
industry has been declining 
since the 1974 to 1975 reces-
sion and is currently only three-
fourths of its 1974 peak. The 
labor-intensive apparel sector, 
the state's largest single manu-
facturing industry with 3 per-
cent of total employment, lost 
9,000 jobs from the year-earlier 
level before it bottomed out in 
March. Since then, employment 
has pulled back to within 6,000 
of its 1984 level. The strong 
dollar, which made foreign tex-
tile and apparel goods compar-
atively cheap, was especially 
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hard on these import-sensitive 
industries. 

The chemical industry is also 
extremely depressed. Through-
out 1985, employment held rel-
atively close to its 1983 and 
1984 levels, which were 6,000 
jobs below the 1979 peak. For 
chemical manufacturing, it ap-
pears that economic expansion 
since 1983 has only slowed the 
industry's decline, not sparked 
renewed growth. 

The lone bright spot among 
nondurable industries was the 
food processing sector, in which 
employment grew more than 4 
percent in 1985, exceeding 
1984's growth rate. An expan-
sion in broiler production and 
processing in response to profit-
able conditions in that industry 
contributed significantly. 

Durable goods employment, 
accounting for one-tenth of total 
employment, weakened in 1985 
after growing briskly the previ-
ous year. The state's natural en-
dowments of iron ore and coal 
give it a competitive edge in 
iron and steel production and 
the high cost of shipping raw 
steel has also given it an advan-
tage in fabricating metals. Pri-
mary metals employment, which 
provides a living for around 
26,000 Alabamians, t rended 
downward moderately in 1985 
and stands 8,000 employees 
below its peak in 1979. No 
signs of a revival materialized 
as the year progressed. The rela-
tively high cost of U.S. labor 
and the lack of capital to mod-
ernize aging facilities has made 
it almost impossible for this 
basic industry to compete with 
more efficient plants overseas. 

Employment in metal fabrica-
tion has increased sharply since 
the 1981 to 1982 downturn, 
but as with primary metals, it 
stagnated in 1985. The difficulty 
that U.S. Steel has encountered 
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in reopening its Fairfield facility, 
uncertainty over the fate of the 
LTV facility in Gadsden, and 
continuing problems with Rey-
nolds Metals in Florence cur-
tailed employment growth in 
the fabricated metals sector 
during 1985. 

Alabama's rich resource of 
softwood also makes the har-
vesting and processing of lumber 
and wood products an impor-
tant industry. The livelihood of 
nearly 49,000 Alabamians— 
about 3 percent of all work-
ers—comes from forest products 
including paper. The lumber 
and wood sector has been sig-
nificantly affected by the in-
creased volume of Canadian 
imports. By the last quarter of 
1985, employment had dropped 
under its level a year earlier by 
about 2,000 jobs, and lumber 
prices had fallen enough that 
some Alabama mills operated 
below the break-even level. The 
price paid for sawed t imber fell 
to $148 per thousand board 
feet in late 1985 from $168 in 
1984, and pulpwood declined 
from $27 to $24 per cord. Indus-
try contacts report that Canadian 
imports have captured 30 per-
cent of the local market The 
dollar's cont inu ing strength 
against the Canadian dollar, in 
contrast to its decline against 
other currencies, means that 
lumber imports are unlikely to 
weaken soon. Thus, Alabama's 
lumber industry will continue 
to experience heavy competitive 
pressures during 1986. 

Not all of manufacturing is in 
the doldrums, however. A bright 
spot among durable goods in-
dustries has been transporta-
tion equipment manufacturing, 
which employs around 28,000 
workers (Chart 3). Employment 
rose by 7 percent in 1985 fol-
lowing a 16 percent rise in 1984. 
Alabama plants supplying tires, 

Chart 3. Transportat ion 
Equipment Employment 
(Thousands) 

Source: Alabama Department of Employment 
Security 

carburetors, and other parts 
used in assembling automobiles 
have been prospering thanks 
to strong auto sales. Uniroyal 
Tire Company announced a $10 
million expansion of its Opelika 
plant, which is expected to add 
300 jobs to Lee County in early 
1986. Machinery manufacturing 
employment also increased 
briskly during the recovery and 
expansion, exceeding 41,000 
workers dur ing the first half of 
the year. By the end of the year, 
however, e m p l o y m e n t had 
dropped back from this peak 
by about 1,000 workers. 

Nonmanufacturing 
Industries: A Major 
Source of Growth 

Alabama's principal areas of 
employment growth in 1985 
were its nonmanufacturing sec-
tors, which account for about 
three-fourths of its salaried jobs. 
Although growth in nonmanu-
facturing slacked off some dur-
ing the second half of the year, 
total employment grew by about 
23,000 from 1984's average 
level. Most of the increase 
came from the government, 
trade, and service sectors, which 
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together account for nearly 80 
percent of nonmanufacturing 
employment 

The Public Sector 

The 300,000 employees of 
federal, state, and local govern-
ments in Alabama make the 
public sector the largest non-
manufacturing employer. While 
the federal government reduced 
employment last year, hiring at 
state and local levels left Ala-
bama with almost 5,300 more 
public servants in 1985 than 
the year before. In order to 
improve the educational system, 
state and local education agen-
cies hired 2,900 additional peo-
ple. Also, the number of full-
time and hourly employees in 
state government reached its 
highest level ever at the close 
of fiscal 1985. 

The prospects for public sec-
tor growth in 1986 appear bright 
with the primary impetus at the 
state government level. State 
coffers are expected to end the 
third straight year with extra 
funds. A $5 million surplus is 
projected for fiscal 1986, fol-
lowing a surplus of $274 million 

in 1984 and $292 million in 
fiscal 1985 (Table 3). On the 
local level, however, skyrocket-
ing premiums for liability insur-
ance have prompted a scramble 
to raise revenues. Because prop-
erty taxes were raised signifi-
cantly two years ago, prospects 
for growth at the local level 
may be slim. The federal gov-
ernment is not likely to expand 
next year either, due to contin-
uing problems with its deficit 

Trade Sector 
Running a close second to 

Alabama's government employ-
ment is its trade sector, which 
includes about 295,000 employ-
ees in wholesale and retail trade 
Trade employment was growing 
briskly early in the year, but it 
reached a plateau during the 
second half. Job growth for the 
year averaged less than 2 per-
cent or about 4,500 employees 
above 1984's average level. 

Alabama's sluggish population 
growth is probably a factor in 
the slowdown in trade employ-
ment expansion. The slowing 
growth in personal income from 
1984 levels and uncertainty 

about the future course of over-
all economic growth may also 
have reduced the impetus for 
expansion in trade As the econ-
omy moves forward at a some-
what brisker pace in 1986, with 
an expectation for increasing 
job growth, Alabama's trade 
sector employment should also 
pick up as the year progresses. 

Services and Tourism 
Services, including tourism, 

the third most important non-
manufacturing sector, continue 
to be a major source of strength 
for Alabama's economy. Service 
companies added 5,400 new 
jobs to the state's payrolls in 
1985, bringing to 233,000 the 
number of Alabamians who look 
to these industries for their liveli-
hood (Chart 4). While wage 
rates are lower than in manufac-
turing, this sector offers stable 
employment for workers dis-
placed from the state's textile, 
apparel, lumber, and agriculture 
industries. 

Tourist activity was not espe-
cially strong last year as com-
pared with 1984, when the Lou-
isiana World's Fair boosted the 

Chart 4. Services 
Employment 
(Thousands) 

Source: Alabama Department of Employment 
Security 

Table 3. Alabama's Fiscal Condition and Outlook, 1984 to 1986 
(Millions of dollars) 

Fiscal Fiscal Fiscal 
1984 1985 1986* 

Beginning Balance 11 274 292 

Plus Revenues and 
Adjustments 2,227 2,417 2,440 

Equals: Total Resources 
Available 2,238 2,691 2,732 

Less: Expenditures and 
Transfers 1,964 2,399 2,727 

Equals: Surplus 274 292 5 
"projected 

Source: Fiscal Survey of the States, 1985, National Governor's Association and National 
Association of State Budget Officers 
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number of travelers passing 
through and visiting the state's 
attractions. Air travel was up 
sharply statewide, but trends 
were uneven from month to 
month and from city to city. 
Birmingham, home of Alabama's 
busiest airport, and Huntsville 
enjoyed the strongest improve-
ment, while Mobile and Mont-
gomery received varying levels 
of passengers during the year. 
The number of automobile visi-
tors fell from fair-related levels 
in 1984. Lodgings experienced 
more improvement than any 
other type of travel business in 
the state; hotel and motel tax 
receipts through December 
were 10.2 percent ahead of 
1984, but even this increase 
was far short of the gains experi-
enced in 1984. Many state at-
tractions showed intermittent 
periods of growth and decline, 
although there was fairly wide-
spread strengthening in the third 
quarter. 

The outlook for Alabama's 
tourism industry in 1986 is 
somewhat brighter. Improve-
ment in the economy should 
leave consumers wi th more 
money to spend on travel. Ala-
bama has built several attrac-
tions to enhance tourist activity, 
and is planning more. The horse 
racing track in Birmingham, 
which promises to draw out-of-
state visitors, is expected to 
open in the spring of 1987. A 
new Shakespeare Festival com-
plex in Montgomery—reputedly 
one of the 10 largest theater 
complexes in the nat ion—wi l l 
probably appeal to both in-
state and out-of-state visitors. 
By June 1985 advance ticket 
sales had surpassed previous 
records established when the 
complex was based in Anniston. 
The recently opened dog track 
is also likely to continue to be 

an economic boon to central 
Alabama in the coming year. 

Business, government, and 
convention travel to Birming-
ham, Huntsville, and Montgom-
ery should continue to strength-
en the demand for lodgings 
and help to absorb rooms added 
recently or now under construc-
tion. Future growth will be as-
sured by the completion of an 
$18 million, 250-room conven-
tion hotel in downtown Bir-
mingham which, along wi th 
other hotels under construction, 
will raise the total number of 
rooms available from slightly 
less than 7,000 to just over 
9,000. Expansion of the Birming-
ham municipal airport should 
also enhance the city's attrac-
tiveness. 

Construction 

The construction industry, 
which represents 4 percent of 
total employment, proved to 
be another significant source of 
job growth in Alabama, adding 
about 2,900 jobs to the 1984 
average. Alabama's builders 
were issued permits for 17,906 
new housing units in 1985, up 
17 percent from 1984's level. 
Single-family detached dwell-
ings continued to be the most 
popular form of home ownership 
in the state. Over half of the 
building permits issued last year 
were for single-family detached 
units, making last year's volume 
21 percent higher than in 1984. 
By contrast multifamily permits, 
which had been slightly stronger 
than singlefamily in 1984, rose 
by only 7 percent in 1985. 

Alabama office construction 
experienced moderately strong 
expansion in 1985, repeating 
1984 trends. The state has been 
riding the same commercial 
construction wave as the rest of 

the country, but the overbuild-
ing apparent in Miami and At-
lanta does not seem to have 
occurred in many Alabama cities. 
Recognizing the state's econom-
ic limitations, especially after 
the last recession, developers 
tempered their building plans 
so that the vacancy rate for 
Class A office space in down-
town Birmingham was less than 
2 percent last fall. 

Office construction is likely 
to continue expanding in 1986 
if the economy grows according 
to expectations. Although the 
state's major office market in 
Birmingham is small by national 
standards, and therefore likely 
to be among the first abandoned 
by speculative national or region-
al builders when the economy 
cools off, there are no signs that 
builders are backing away. Even 
with stronger economic growth, 
however, Alabama seems unlike 
ly to become a hot spot for 
commercial space demand. FIRE 
employment growth, a rough 
predictor of office demand, has 
paralleled that of the United 
States, suggesting that the state 
probably will not draw devel-
opers from elsewhere in the 
country. 

Stronger growth in 1986 would 
also encourage construction and 
occupancy of retail space. A 
pickup in employment should 
expand household discretion-
ary income, which in turn would 
create potential for retail expan-
sion. 

The housing industry entered 
the new year with long-term 
mortgage rates in the 10.5 to 
11.5 percent range, (the lowest 
in five years), with unemploy-
ment declining sharply from a 
year ago and with home prices 
increasing only modestly. This 
augurs relatively well for home 
buying prospects. In 1984, fully 
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27,000 new households were 
formed statewide, more than in 
1982 and 1983 combined. In 
spite of continuing good sales 
in 1985, an ample demand for 
housing remains in 1986, when 
the number of new households 
formed could match the 30,000 
annual rates of the 1970s. 

Financial Services, 
Insurance, and Real Estate 

Increased employment in the 
FIRE industries, which hire nearly 
as many as the construction 
industry, also added to eco-
nomic growth in 1985. Employ-
ment rose by 4.8 percent adding 
3,000 employees over 1984's 
average. The banking industry's 
strong performance is the prime 
reason for continuing brisk em-
ployment growth in this sector. 

Alabama state banks have been 
consolidating their resources in 
preparation for passage of inter-
state banking legislation that 
was enacted earlier this year. 
The five-bank concentration 
ratio of the state's banking de-
posits is an indication of this 
consolidation. Bank deposits 
controlled by the state's five 
largest bank holding companies 
climbed by 6 percentage points 
from June 1984 to June 1985, 
raising the index a total of 16 
points since 1980. 

Savings and loan institutions 
also have experienced vigorous 
deposit growth since mid-1984. 
At the end of 1985, deposit 
levels were nearly 20 percent 
above a year ago. Commercial 
banks have experienced relative 
growth increases in consumer 
and real estate lending since 
1980, while business loans have 
followed the nation's econom-
ic cycles more closely. While 
steady growth of consumer and 
real estate loans has been the 
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dominant influence on total 
lending, showing accelerating 
growth through 1984, last year's 
10 percent decline reflected a 
s lowdown in business loan 
demand. 

Agriculture 
Unlike other southeastern 

states, Alabama's agricultural 
sector draws over half of its 
farm revenue from livestock and 
poultry rather than from crops, 
wi th poultry production be-
coming even more important 
The crop sector, which has been 
undergoing a difficult period of 
low prices and poor returns, 
accounted for just over one-
third of the $2.2 billion in total 
cash receipts in 1984. An early 
estimate of total revenue to 
crop farmers in 1985 shows a 
decline of approximately 6 per-
cent from the 1984 level, while 
production costs have held rela-
tively stable. This indicates fur-
ther deterioration in profits dur-
ing the year. 

A sharp decline in price has 
led many Alabama farmers to 
curtail soybean acreage. Al-
though soybeans account for 
half the total crops planted, 
harvested acreage has decreased 
by almost one-fifth just since 
1984. The market price for soy-
beans dropped from $6.28 a 
bushel in 1984 to less than $5 
in late 1985, with a parallel 
decline in production of nearly 
2 million bushels in 1985. Be-
tween 1980 and 1985, soybean 
acreage in Alabama fell by al-
most one million acres. Cotton 
product ion also declined by 
25,000 bales in 1985, part of a 
20 percent overall decrease in 
acreage since its 1981 peak. 

Despite a three bushel per 
acre increase in soybean yields, 
plunging prices last year posted 
per acre returns approximately 

$25 less than in 1984. On the 
whole, soybean farmers failed 
to cover production costs; only 
highly efficient or productive 
farms generated profits. The 
average cotton grower, on the 
other hand, should have recov-
ered both variable and fixed 
costs, since yields improved 
moderately. Per acre cotton rev-
enue in 1985 was nevertheless 
an estimated 10 to 15 percent 
below the previous year. 

Alabama crop farmers are not 
likely to experience any major 
improvement in 1986. The price 
of soybeans may average only 
slightly higher than in 1985. 
Cot ton growers face a large 
buildup in stocks, leaving little 
hope for a significantly better 
market. Continuation of the 
peanut program, wi th some 
upward adjustment in price 
supports, will make peanut pro-
duction the brightest oppor-
tunity for Alabama farmers. 

Broiler production accounts 
for almost 30 percent of total 
farm cash receipts, making poul-
try Alabama's most valuable agri-
cultural commodity. With an 
apparent advantage in poultry, 
Alabama growers have been in-
creasing product ion steadily 
during this decade. Broiler pro-
duction increased by about 8 
percent in 1985. Although a 10 
percent reduction in average 
price decreased total revenue, 
a still greater drop in the cost of 
feeds improved profits, making 
1985 a good year for Alabama's 
broiler producers. The outlook 
for 1986 is largely unchanged. 
Larger feed supplies will keep 
costs low, and poultry prices 
are likely to remain stable. How-
ever, if product ion expands 
substantially, prices may weak-
en later in the year. 

Alabama's cattle industry is 
in a period of low production, 
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with the proport ion of total 
cash receipts from cattle edging 
down in recent years. Low prices 
and declining output continued 
that trend through 1985, pro-
longing a period of economic 
trouble for cattle growers. Pros-
pects for 1986 indicate slightly 
higher prices as cattle markets 
and pork production continue 
to decline. 

Dairy farmers, unlike cattle 
producers generally, continued 
benefiting from government pro-
grams that provide relatively 
high price supports. Unlike dairy 
producers in many other states, 
Alabama dairy farmers kept 
1985 production near 1984 lev-
els. With a slightly lower price 
support level in 1985 and stable 
production, Alabama's dairy 
sector earned only a little less 
income than the previous year. 
Lower feeding costs may have 
improved profits slightly. The 
new federal farm dairy bill, which 
will offer government assistance 
to farmers who wish to leave 
the business by subsidizing the 
sale of dairy animals, will not 
improve the health of the indus-
try much in 1986. 

International Trade 
Alabama experienced a poor 

year in international trade, dem-
onstrated by the customs value 
of goods imported and exported 
through Mobile's port. Total 
trade decreased by more than 
10 percent from the previous 
year. Coal, forest products, and 
grain are the most important 
commodities flowing through 

the Port of Mobile, which de-
pends more on exports than 
imports for its livelihood, and 
signs are somewhat encouraging 
for some of these commodities 
in 1986. The falling foreign ex-
change value of the dollar and 
improving economies world-
wide are expected to contribute 
to some export growth in the 
year ahead. 

In an effort to generate more 
international trade, Alabama is 
also pursuing foreign invest-
ment Delegations featuring Gov-
ernor George Wallace have been 
sent to other countries to pro-
mote the state's advantages. 
Business development offices 
are also being opened in foreign 
countries, including Korea West 
Germany, Switzerland, Japan, 
China, and England, with good 
results thus far. One hundred 
foreign-owned companies from 
18 countries have located in 
Alabama bringing a total foreign 
investment to date in excess of 
$2 billion and approximately 
15,000 jobs. The location of 
foreign-owned automobile man-
ufacturing plants in the region 
has also made an important 
contribution to new business 
by bringing in many foreign sup-
pliers. Some foreign investors 
have chosen to locate in Ala-
bama because of its transporta-
tion advantages, including the 
Port of Mobi le and the recently 
opened Tennessee-Tombigbee 
Waterway. 

Looking Ahead 
With improving U.S. growth, 

the state's major sectors, includ-
ing services, trade, and govern-
ment, will continue to register 
job gains along with less impor-
tant sectors such as construction, 
FIRE, and transportation. All of 
these sectors helped to maintain 
growth in 1985. Improvements 
in the international economy, 
continuing declines in the ex-
change value of the dollar, and 
reduced competit ion from im-
ports with the exception of Ca-
nadian products, and lower long-
term interest rates, will help 
domestic manufacturers expand 
markets at home and abroad. 
This would mean growth for 
Alabama's manufacturing em-
ployment instead of the declines 
that acted as a major drag on 
the state's economy in 1985. A 
continuing decline in the dol-
lar's exchange value would also 
improve international market 
shares for basic materials such 
as coal, gas, limestone, forest 
products and agricultural com-
modities, thus bringing improve-
ments to Alabama's most seri-
ously lagging sectors. Although 
some stimulation is likely to 
occur as 1986 unfolds, it un-
doubtedly will take longer than 
a year for full vigor to return to 
these troubled sectors. At this 
po in t the dollar's decline and 
plummeting oil prices seem cer-
tain to benefit Alabama's agri-
culture, manufacturing, and 
mining industries. All in all, im-
proving growth for Alabama's 
economy seems to be a likely 
prospect in 1986. 
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