
Outlook's a Bit Brighter 

W. Gene Wilson and Gene D. Sullivan 

It looks like another year of playing economic catch-up for Mississippi— 
a better year, but one in which sectoral problems threaten to limit the 
state's gains. 

After a year of moderate eco-
nomic growth, Mississippi's 
economy seems likely to pick 
up a bit in 1986 if the national 
economy improves as antici-
pated. Even so, continuing weak-
ness in some sectors will damp-
en Mississippi's prospects and 
dim hopes of narrowing the 
state's gap with the nation. As 
in 1985, the nonmanufacturing 
sectors will be the economy's 
strong point, contributing most 
to employment gains. Manufac-
turing is likely to experience a 
mixed year, though somewhat 
more positive than 1985, with 
some industries advancing and 
others drift ing. Nondurab le 
goods employment should re-
main stable or could increase. 
Offsetting this, however, will 
be extended weaknesses in the 
agricultural, energy, and export 
trade sectors. 

The fate of Mississippi's econ-
omy in 1986 is especially de-
pendent on national and in-
ternational factors. Continued 
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low interest rates and the weak-
ened dollar once again will in-
fluence the Magnolia State sig-
nificantly. Industries such as 
textiles and apparel may im-
prove or at least stabilize unless 
the dollar regains lost strength. 
The construction industry will 
gain some stimulus from low 
interest rates, but commercial 
and multifamily building may 
be hard-pressed to improve 
upon last year7s lackluster per-
formance. 

During 1985, the state's hous-
ing market weakened despite 
rising employment While resi-
dential building may have caught 
up with demand, some poten-
tial purchasers may have backed 
away because of uncertainty 
over the direction of the econ-
omy. Increased national con-
struction activity in response to 
lower interest rates has increased 
demand for the state's lumber, 
however. 

A major question for the state's 
future economic health is wheth-
er Mississippi's consumers will 
have the income to maintain or 
increase consumer spending. A 

weakening of personal income 
growth from an average of 9.6 
percent in 1984 to less than 5 
percent through the third quar-
ter of 1985 suggests that growth 
in effective demand, as mea-
sured by consumer spending, 
might weaken in 1986. Con-
sumer spending permitted sub-
stantial growth in retail and 
wholesale trade employment 
and some increase in domestic 
manufacturing. However, the 
goods industry experienced only 
modest growth last year and 
most of the economy's improved 
health came from the broad 
service industries. 

Service industries will con-
tinue providing strength for Mis-
sissippi in 1986, although recent 
interest rate reductions and fur-
ther declines in the exchange 
value of the dollar also could 
stimulate construction and man-
ufacturing Increased home con-
struction would, in turn, support 
the demand for Mississippi lum-
ber, although this market will 
continue to be shared with Ca-
nadian lumber. Also, a weaker 
dollar may improve the outlook 
for the state's export-related 
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industries and for trade in agri-
cultural commodities. However, 
gains from the dollar's decline 
are not likely to be rapid or 
dramatic On balance, despite 
the likelihood of a mild upturn 
this year, Mississippi's growth 
may remain relatively slow 
through 1986 and beyond. 

Demographics 

Population change exerts an 
important inf luence on the 
growth of an area or region. 
Projected slight population in-
creases should stimulate Mis-
sissippi's economy modestly in 
1986 and coming years. In the 
1980 to 1985 period, state pop-
ulation growth averaged 0.8 per-
cent annually, slightly below 
the national average and half 
the Southeast's average rate. 
Mississippi's population growth 
probably will not accelerate 
appreciably in the remaining 
years of this decade. At the 
Census Bureau's projected an-
nual growth rate (slightly more 
than 0.9 percent), Mississippi's 
population increase should re-
semble closely the nation's ex-
pected rate. 

The population's economic 
impact is largely exerted through 
its expenditures for goods and 
services. Consumer spending 
assisted Mississippi's economy 
in 1985 but a slowdown in per-
sonal income growth last year 
also could slow spending growth 
in 1986. Personal income and 
consumer spending patterns in 
Mississippi have differed from 
most other southeastern states 
during the current recovery and 
expansion. After reaching its 
recessionary trough in early 
1983, (later than the region as a 
whole), Mississippi managed 
to post strong income gains 
through 1984. During this recov-
ery period, personal income 

grew at an average annual rate 
of 10 percent The strength of 
income expansion waned in 
1985 as the national recovery 
cooled. Mississippi's third quar-
ter 1985 personal income level 
was only 14 percent higher than 
its level during the worst of the 
1983 recession. This sluggish-
ness is attributable partly to 
reduced interest and dividend 
income, the state's third largest 
source of personal income 
(Chart 1). In addition, growth in 
transfer payments, the state's 
single largest source of nonwage 
income in 1983, slowed sub-
stantially, falling to second be-
hind income from manufactur-
ing during the second quarter 
of last year. Falling personal 
income in the farming and mining 
sectors, although minor shares 
of the total, also helped retard 
growth. 

Consumer spending has held 
up reasonably well, despite the 
weak income growth and the 
modest population gain. State 
taxable sales increased sharply 

in 1984 over 1983 (28 percent) 
and rose an additional 7 percent 
through the fall of 1985 from 
year-earlier levels. Booming car 
and truck sales have mirrored 
the national pattern, accounting 
for most of the state's moderate 
growth in consumer spending. 
After rising only modestly in 
1984, Mississippi car and truck 
registrations grew at an above-
average pace compared with 
the region in 1985. Recent in-
terest rate reductions and spe-
cial financing packages should 
help spur auto sales in 1986. 
Although consumer spending 
should rise this year, the languid 
growth in population and re-
duced income gains may cause 
Mississippians to increase spend-
ing more slowly. 

Labor 

A key contributor to income 
gains is employment growth. 
Mississippi's labor market condi-
tions improved steadily in 1985, 
and the momentum should carry 

Chart 1. Mississippi's Personal Income, 
by Sector, 1985 
(Percent of total and millions of dollars) 

Transfer Payments 17.6% 
$4,268 

Dividends 
and Interest 15.6% 

$3,793 

Government 13.3% 
$3,293 

Services 10.4% 
$2,527 R e t a H a 8 % 

$1,639 

Manufacturing 17.7% 
$4,268 

Mining and Other 1.5% 
$375 

Farm 2.6% $630 
FIRE 3.0% $721 

Construction 3.2% 
$765 

Wholesale 3.6% $881 

Transportation and 
Public Utilities 4.8% 

$1,156 

Shaded sections indicate non-wage-and-salary components 

Source: U.S. Department of Commerce. 

7 2 FEBRUARY 1986, E C O N O M I C REVIEW 

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

February 1986



C h a r t 2. E m p l o y m e n t 
in M iss i ss ipp i 
(Thousands) 
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Source: U.S. Department of Labor, Bureau of 
Labor Statistics 

forward into 1986. In 1985, 
total employment rose by about 
4 percent—or 40,000 workers— 
from 1984's average level, up 
sharply from the growth a year 
ago (Chart 2). Nonagricultural 
employment, which excludes 
farm and the self-employed, 
grew less briskly; still, more than 
27,000 new jobs were added 
from January through Decem-
ber of 1985. However, a 3.6 
percent increase in the num-
ber of Mississippians seeking 
work made reducing the inci-
dence of unemployment diffi-
cult By mid-summer, the state's 
seasonally adjusted unemploy-
ment rate was back to double-
digit levels after dropping to 
around 9.5 percent in May and 
June. The higher rate has per-
sisted; the state ended the fourth 
quarter wi th unemployment 
only marginally below the 10.8 
percent rate of the year before. 

Unemployment rates in coun-
ties in the extreme southwest 
portion of the state exceeded 
the state's 1985 average, reflect-
ing difficulties in that area's agrr 
cultural, t imber, and energy-
related industries. Other areas 
with uniformly high joblessness 
were those counties to the east 

of DeSoto, bordering Tennessee, 
and several counties in east 
central Mississippi, next to Ala-
bama Weakness in nondurable 
goods manufacturing especially 
apparel, accounted for much of 
this unemployment 

The state's total employment 
data cannot reveal the uneven 
pattern of growth and change 
among individual industries dur-
ing 1985. But looking at individ-
ual components of Mississippi's 
economy does provide a feel 
for the diversity that exists. 

Nonmanufacturing industries, 
including the government trade, 
services, construction, trans-
portation, public utilities, and 
finance sectors, account for 
nearly three-fourths of Missis-
sippi's nonfarm employment 
(Chart 3). Manufacturing indus-
tries make up about one-fourth 
of the total. 

Nonmanufacturing industries 
as a whole grew more rapidly 
than in 1984 and were responsi-
ble for nearly all of Mississippi's 
job growth during 1985. The 

government trade, and services 
sectors, comprising over two-
thirds of this group, all exper'h 
enced relatively good growth. 

The Public Sector 

Government with over 23 
percent of the nonfarm work 
force, employs the largest single 
group of workers in the state's 
economy. In addition to state 
and local government workers, 
federal employees make up a 
significant proportion of men 
and women on government 
payrolls. A number of military 
bases and defense-related es-
tablishments employ heavy con-
tingents of both military and 
civilian personnel and contrib-
ute stability to the state's em-
ployment during recessions. 

During 1985, government em-
ployment grew at an average 
rate of 2.4 percent almost dou-
ble the pace in 1984. The nearly 
4,000 additional jobs helped 
the region's personal income 

Chart 3. Mississippi's Employment, 
by Sector, 1985 
(Percent of total and thousands of employees) 

Trade 22.5% 
184 

Services 15.6% 
128 

Other 6.0% 
49 
Lumber 5.0% 

41 
Construction 4.9% 

40 

Government 22.9% 
188 

Transportation 
Epuipment 2.3% 19 

Food 2.8% 23 
FIRE 4.3% 35 

Machinery 4.3% 
Apparel 4.5% 37 

Transportation and 
Public Utilities 4.9% 

40 

35 

Source: U.S. Department of Labor, Bureau of Labor Statistics 

FEDERAL RESERVE BANK OF ATLANTA 7 3 

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

February 1986



swmmm 
stream, and although employ-
ment has not regained its 1980 
peak, it could spring back in 
1986 if recent increases con-
tinue. 

However, prospects are not 
bright that 1985's gains will re-
cur. Budgetary problems in 
fiscal 1986 likely.will mean leav-
ing roughly 400 positions va-
cant in state government State 
employees also may be traveling 
less and cutting back on new 
e q u i p m e n t The di f f icul t ies 
started when tax revenue in the 
first quarter of fiscal 1986 de-
clined substantially below pro-
jections. Because state law re-
quires budget reduction if rev-
enue falls below 98 percent of 
projections by the end of Oc-
tober, approximately $47 mil-
lion in cuts were necessitated 
by the revenue shortfall. Almost 
$12 million of this will be borne 
by the College Board—-possibly 
dictating personnel cuts in some 
areas. Reductions may be es-
pecially severe for some of the 
state's smaller schools. 

The likelihood of a stringent 
state budget in this fiscal year, 
and perhaps into 1987, com-
bined with the growing possibil-
ity of personnel reductions in a 
variety of agencies and overall 
reduced expenditures, suggests 
that the public sector will prob-
ably not contribute as much to 
the state's economy this year as 
it did in 1985. A downturn in 
government can be avoided only 
in the unlikely event that fed-
eral cutbacks do not occur. 

The Trade Sector 
Running a close second to 

the government in importance 
is the trade sector, with a little 
less than 23 percent of the 
nonfarm work force This group, 
which includes workers in both 

wholesale and retail trade estab-
lishments, has been Mississippi's 
most rapidly growing employ-
ment sector since its recovery 
began in 1983. Growth in 1985 
averaged close to 5 percent, or 
9,000 employees. However, 
trade employment appeared 
to pause late in 1985, perhaps 
reflecting the lethargic growth 
in personal income. The slow-
down suggests that expansion 
of the trade sector during 1986 
could be less robust than it has 
been since 1983. 

The Service Sector 
The service sector is the third 

largest employer of Mississippi's 
residents, accounting for over 
15 percent of nonfarm jobs. 
This sector includes businesses 
and establishments providing 
such services as lodging, per-
sonal care, automotive repair, 
amusement and recreation, legal 
assistance, and education. Most 
of these activities have been 
growing in Mississippi—but not 
as rapidly as in most other parts 
of the Sixth District, where the 
average increase neared 6 per-
cent in 1985. 

In 1985, the state's total ser-
vice employment increased by 
an average of 2 percent or by 
just under 3,000 employees. 
Although sharply lower than 
growth rates during the 1970s, 
last yeaKs growth was more 
than triple the 1984 rate. Pros-
pects look good for increases in 
this sector's employment in the 
year ahead as demands for ser-
vices rise with anticipated mod-
erate expansions in population 
and income. 

Another source of expected 
strength is tourism, a small but 
somewhat volatile subsector of 
the service economy. Out-of-
state visitors who vacation at 

Mississippi's beaches and his-
torical areas or who attend con-
ventions in the state bring added 
revenue to a variety of busi-
nesses. These sales boost the 
state's tax coffers and create 
additional jobs. According to 
estimates, travel to Mississippi 
has been generating over $200 
million in income, almost 30,000 
jobs (or nearly 4 percent of 
total payroll employment), and 
over $70 million in state and 
local tax revenues annually. 

For the state's travel industry, 
however, last year was less satis-
factory than 1984. Air travel to 
Mississippi, particularly to the 
state's major airport in Jackson, 
picked up sharply in 1985. In 
spite of this strength, arrivals at 
several smaller airports fell for 
the second consecutive year. 
Auto travel, as measured by 
registrations at the state's wel-
come centers, increased early 
in the year, but dropped relative 
to 1984's levels in the summer 
when the year-earlier numbers 
were inflated by traffic to the 
New Orleans World's Fair. De-
spite increased convention at-
tendance along the Gulf Coast 
hotel and motel operators state-
wide experienced a rather dis-
appointing year; total receipts 
actually fell on a cumulative 
basis. 

Happily, in 1986 Mississippi's 
travel industry probably will re-
flect the bright fortunes of U.S. 
domestic tourism generally. If 
the national economy grows 
more rapidly in 1986, consumers 
should have more to spend on 
all sorts of purchases, including 
travel and leisure. And the dol-
lars decline against foreign cur-
rencies could cause more of 
those expenditures to be made 
domestically. Unfortunately, dis-
count air fares along heavily 
traveled routes may work against 
Mississippi's tourism interests 

7 4 FEBRUARY 1986, E C O N O M I C REVIEW 

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

February 1986



since most attractions are remote 
from high-traffic airways. On 
the whole, however, Mississippi 
is likely to host more domestic 
visitors in 1986, and the state's 
travel industry should serve as 
a positive source of growth. 

Construction 

The fourth most important 
nonmanufacturing area contrib-
uting to employment growth 
last year was construction. Al-
though construction employ-
ment accounts for only 5 per-
cent of payroll employment, it 
typically accounts for a dispro-
portionate share of the job vol-
atility. In 1985, construction 
jobs grew more than 6 percent, 
compared with 1984's 4 per-
cent growth rate, and added 
around 2,500 additional workers. 
That rate was far better than 
growth in the region as a whole, 
though it lagged behind the 8 
percent growth for the nation, 
where construction employment 
continued strong for the second 
consecutive year. 

Despite employment gains, 
however, commercial construc-
tion remained sluggish in the 
Magnolia State. Total nonresi-
dential construction declined 
by over 7 percent last year, 
compared to a 9 percent nation-
al increase. Although office and 
industrial building permits rose 
substantially from the preceding 
year, developers probably re-
quested more permits ttaan they 
exercised, typical in decelera-
ting markets. 

Available office space remains 
limited in Mississippi's major 
city, Jackson, despite increasing 
construction there last year. Al-
though occupancy rates are high, 
qualified observers anticipate 
no expansion in office construc-
tion, because of concern about 
the state's lackluster economy. 

The relatively slow growth in 
retail construction reflects the 
moderate increase in retail sales 
during 1985. With sales antici-
pated to continue along the 
same course, slow but steady 
growth in construction can also 
be expected to cont inue in 
1986. On the whole, however, 
commercial construction wil l 
remain weak. The industrial 
component remains especially 
fragile because of the cancella-
tion of further work on one 
major project, the Grand Gulf II 
nuclear power plant 

Mississippi seems to contra-
dict the link generally assumed 
to exist between total employ 
ment growth and new single-
family residential construction. 
The state's 1985 employment 
gains were good—and they ac-
tually strengthened as the year 
progressed. However, single-
family building activity, as-mea-
sured by building permits, weak-
ened as the year wore on. While 
demand for single-family homes 
may have become saturated, it 
seems more likely that potential 
buyers were inhibited by uncer-
tainty over the economy's direc-
tion. Another related cause may 
be that the state's households 
were rebuilding their budgets. 
Sales tax receipt growth from 
1984 to 1985 suggests that the 
state's residents did not spend 
all their addit ional income; 
some was probably being ap-
plied to debt repayment and 
personal savings. 

Prospects for continuing mod-
erate growth in 1986, along 
with recent declines in home 
mortgage interest rates, could 
generate renewed enthusiasm 
among Mississippi's home buy-
ers. Thus, single family sales 
and construction likely will pick 
up if the economy expands as 
expected and if mortgage inter-
est rates do not turn up again. 

Multifamily residential mar-
kets in the state, reportedly 
overbuilt and depressed, should 
experience declining construc-
tion activity in 1986. Although 
problems exist statewide, the 
Jackson market is particularly 
hard hit In that city, multifamily 
permits surged upward at a 220 
percent average annual growth 
rate from 1982 through 1984. 
Permits continued to be issued 
in 1985 despite an apparent 
abundance of such housing, 
creating a glut that attracted 
national attention. Apartment 
vacancy rates ranged as high as 
26 percent in one Jackson sub-
urb, and occupancy is unlikely 
to improve much in the coming 
year. Multifamily housing prob-
ably will be excluded from any 
upturn in residential construc-
tion during 1986. 

Other Nonmanufacturing 
Industries 

The transportation and public 
utilities sector also contributed 
to Mississippi's employment 
growth and economic expan-
sion in 1985, as did the finance, 
insurance, and real estate (FIRE) 
sector. Employment in each 
sector accounts for about 5 per-
cent of total payroll employ-
ment, and each contr ibuted 
around 700 of 1985's new jobs. 

Expansion in the transporta-
tion sector has tended to mirror 
growth at the regional and na-
tional levels. With growth con-
tinuing, this year's employment 
gains should be of about the 
same magnitude as 1985's. 

Activity in Mississippi's FIRE 
sector has been considerably 
less robust than the Sixth Dis-
trict's and the nation's. The rela-
tive inactivity relates to the state's 
financial institutions. Deposi-
tory institutions' balance sheets 
strengthened over the past year, 
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but the state's conservative 
banking laws heavily constrain 
these institutions compared 
with those elsewhere in the 
region. Consequently, the em-
ployment growth that has ac-
companied both inter- and in-
trastate expansions of financial 
institutions in other states is 
much more limited in Missis-
sippi. Opportunities for growth 
of computer firms and other 
auxiliary banking services have 
been retarded by the state's 
relatively static banking environ-
ment 

Earnings improved last year 
at most local depository institu-
tions. The state's economic re-
covery, reflected in relatively 
strong employment gains during 
the year, led to expanded lend-
ing opportunities, while the cost 
of funds declined. Despite the 
poor performance of agriculture 
and energy loans, earnings at 
Mississippi's institutions im-
proved along with those of their 
counterparts nationwide. As-
suming some improvement in 
loan demand and no major 
changes in funds costs in 1986, 
state banks again should enjoy 
favorable earnings. 

Nevertheless, the stock mar-
ket seems pessimistic about the 
outlook for the state's banks. 
The state legislature's delay in 
revising bank laws relative to 
other states in the region limits 
the competitiveness of Missis-
sippi's institutions and hence 
their long-run profitability. The 
Mississippi Bankers Association 
has failed in its efforts to mod-
ernize state banking laws. Intra-
state, the law still restricts branch 
offices to within a 100-mile ra-
dius of the parent bank, which 
keeps inst i tut ions relatively 
small. Interstate banking legisla-
tion, if enacted, might permit 
some statewide branching. 

7 6 

Mississippi lacks markets that 
are highly attractive for entry 
by out-of-state banks. However, 
a few Mississippi banks may 
have the resources to make 
acquisitions outside the state 
and could probably benefit by 
diversifying into outside mar-
kets. They are expected to move 
quickly in that direction when 
legislation permits i t 

The lending outlook for the 
state's banks and thrifts is for 
improvement over 1985, if Mis-
sissippi can continue to add 
jobs as it did last year and if the 
U.S. economy retains its ex-
pected momentum. Both busi-
ness and consumer lending 
should realize some expansion, 
and mortgage lending growth 
may also pick up in response to 
rate reductions. Because of con-
tinuing problems in the farm 
sector, however, agricultural 
lending probably will decline 
further in 1986. 

The Lagging Sectors 
Manufacturing. A large mea-

sure of Mississippi's economic 
weakness in 1985 emanated 
from various components within 
the manufacturing sector. Total 
employment in the sector, ac-
counting for over one-fourth of 
the state's wage earners and 
almost 18 percent of its personal 
income, held relatively stable 
at around 220,000 jobs during 
the year (Chart 4). The increase 
from 1984's average level was 
about 1,400 jobs, or less than 1 
percent as compared with sta-
bility or a slight decline during 
the same period in both the 
Southeast and the United States 
In all cases, 1985 results con-
trasted sharply wi th the state's 
strong manufacturing growth 
during 1984, when it approached 
7 percent 

Chart 4. Manufacturing 
Employment in 
Mississippi 
(Thousands) 
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Source: U.S. Department of Labor, Bureau of 
Labor Statistics 

Within the manufacturing sec-
tor, a few industries did well 
and offset declines in others. 
Most employment gains were 
in the durable goods area (with 
3,000 new jobs), which accounts 
for a substantially larger share 
of the state's employment (14 
percent) than nondurables (11 
percent). Lumber and wood 
products, transportation equip-
ment and primary metals posted 
notable growth in 1985, thanks 
to strength in construction, 
defense-related shipbuilding, 
and automobile-related metal 
manufacturing. Lumber industry 
employment stands at its highest 
level since 1979. However, ma-
chinery employment failed to 
match its 1984 growth, partly 
because of slowing consumer 
purchases of appliances. 

Nondurable employment did 
not fare as well and declined by 
nearly 2 percent, or around 
1,600 workers, during the year. 
Apparel, the largest industry in 
this category wi th about 4 per-
cent of payroll employment, 
was hit hard by import com-
petition. Apparel employment 
shrank by about 2,000 workers, 
or 5 percent from 1984's aver-
age level. Paper, chemical, and 
textile job rolls also declined, 
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but their combined total share 
accounts for little more than 2 
percent of the state's payroll 
employment so job losses were 
relatively insignificant 

The bright spot in the non-
durables group was food pro-
cessing, which strengthened 
notably. Gains in fish and poul-
try processing, as producers re-
sponded to profit incentives of 
expanding markets and reduced 
feed costs by increasing output 
allowed the state's food pro-
cessing employment in 1985 to 
grow faster than that of the 
nation or region. 

Prospects for Mississippi's 
manufacturing in 1986 promise 
some improvement from the 
essentially stable overall em-
ployment that prevailed during 
the last half of 1985. In the 
majority of nondurables indus-
tries, where most of 1985's 
downturn occurred, employ-
ment stabilized or began edging 
upward during the last half-
year. The apparel industry had 
regained about 1,000 jobs from 
its low point in March. With 
stability or renewed growth in 
the nondurables industries, and 
some pep in growth of durables 
such as machinery, manufactur-
ing employment could increase 
by a moderate 2 to 3 percent in 
1986. 

Agriculture. Another serious 
weakness for Mississippi is its 
agricultural sector. Net farm in-
come last year may have plunged 
by 40 to 50 percent from 1984. 
Meanwhile, total indebtedness 
of the state's farmers stood at 
approximately $4 billion. State 
agricultural officials noted in 
late 1985 that roughly one-fourth 
of Mississippi's farmers are ex-
periencing severe financial dif-
ficulty. Foreclosures and liqui-
dations of insolvent farming 
operations may increase in 1986. 

Farmers' cash receipts reflect-
ing cash income from sales of 
their products reached $2.3 bil-
lion in 1984, roughly one-tenth 
as large as the state's total per-
sonal income. Although both 
Florida and Georgia rank well 
ahead of Mississippi in total 
farm cash receipts, farming com-
prises a larger proportion of 
Mississippi's economy than of 
any other southeastern state. 

Preliminary indications are 
that Mississippi's crop income, 
accounting for nearly 60 percent 
of the total from all sources, 
could be down as much as 10 
percent in 1985 following a 3 
percent decline in 1984. Price 
declines for cotton, soybeans, 
and rice, three of the state's 
principal crops, contributed to 
the income reduction, as did a 
decline in planted acreage. 

Mississippi's soybean acreage 
fell by some 15 percent or 
550,000 acres in 1985. With 
normal weather and less mar-
ginal land in production, average 
soybean yields rose; however, 
income declined as prices fell 
even more sharply. Soybeans 
were an unprofitable crop in 
1985 because total costs ex-
ceeded total revenue. Little 
change is anticipated for 1986— 
although some growth in foreign 
demand could provide limited 
price improvement 

The Magnolia State's cotton 
farmers increased acreage by 1 
percent last year to a total of 1 
million acres and yields per acre 
improved slightly. As with soy-
beans, however, sharply lower 
prices actually pared total rev-
enue and brought net losses for 
the average producer. Abun-
dant supplies of cotton weigh 
heavily on the market and little 
improvement is likely in 1986. 
Prices may average at or near 
1985 levels and any profits will 

depend on farmers achieving 
above-average yields or below-
average costs of production. 

Mississippi's rice farmers ex-
perienced excellent yields last 
year as producers harvested an 
additional 1,000 pounds (a 24 
percent increase) per acre above 
1984. Production surged by 20 
percent despite a small decrease 
in acreage. Even wi th lower 
prices the large yields raised 
revenue by over $50 per acre, 
but the average producer still 
failed to cover total costs. 

Prospects are dim for higher 
farm incomes in 1986. One 
bright spot is continued health 
and growing markets for the 
state's expanding catfish indus-
try. Farm-pond production of 
catfish has proven to be an 
increasing source of prof i t with 
the value of the state's produc-
tion rising to $200 million last 
year. Recent growth in out-of-
region acceptability of the pro-
duct augurs well for continuing 
expansion. 

Farm debt in Mississippi fell 
last year by approximately $100 
million but the financial condi-
t ion of many farmers continued 
to deteriorate. Farmers Home 
Administration (FmHA) delin-
quency rolls increased again 
from 1984's high levels and, 
while the number of borrowers 
fell, the amount owed to the 
government lending agency in-
creased slightly (about $40 mil-
lion) to a total FmHA debt obli-
gation of $1.4 billion. Another 
$1 billion is owed to the Farm 
Credit System, also experienc-
ing increasing delinquencies 
because of the unprovabi l i ty 
of most agricultural production. 

Internationally 
Related Activities 

Mississippi enjoys substantial 
foreign trade-related business, 
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principally because of its port 
along the Gulf of Mexico and 
its lengthy western border along 
the Mississippi River, a major 
waterborne freight conduit for 
the nation's midsection. The 
opening of the Tennessee-Tom-
bigbee Waterway, which passes 
through north Mississippi on its 
way to its Gulf outlet at Mobile, 
Alabama, provides hope of in-
creased state involvement in 
waterborne transportation. Un-
fortunately, goods exports that 
constitute the major share of 
business for the state's shipping 
facilities remained weak in 1985 
despite some growth. 

Of Mississippi's coastal cities, 
Pascagoula ranks as the major 
seaport, handling approximately 
90 percent of the state's foreign 
trade. Pascagoula experienced 
a less favorable year in 1985, as 
total volume fell 11 percent 
during the first three quarters 
from the same period in 1984. 
The lower tonnage resulted from 
a 25 percent reduction in im-
ports even though the quantity 
of goods exported through Pas-
cagoula rose a moderate 6 per-
cent Almost half the increase 
in outbound volume was in grains 
and soybeans; over 250,000 
more tons of these farm com-
modities were exported from 
Pascagoula last year than in 
1984. 

Gulfport continued expansion 
efforts in 1985, attempting to 
attract a greater flow of contain-
erized cargo, which accounts 
for approximately one-third of 
the porfs tonnage The addition 
of a second container crane 
could heighten the porfs ability 
to handle increasing volume. 
Refrigerated cargo makes up a 
larger portion of the trade vol-
ume through Gulfport, which is 
also a major handler of tropical 
fruit and banana imports. 

Some of the state's industries 
are geared to export markets, 
and the erosion of market share 
has compounded their problems 
Mississippi, like most states, lost 
jobs in the early 1980s due to 
recessions. The exporting seg-
ments of these industries came 
under exceptional pressure. The 
strength of the dollar and the 
slow economic growth of other 
countries left export-dependent 
companies in a precarious posi-
tion. For example, the state's 
lumber industry lost only a small 
port ion of its total employ-
m e n t — b u t fully a third of its 
export-related jobs. Another 
victim was the paper sector, 
forced to release more than a 
quarter of its export-related 
workers. These two industries 
represent Mississippi's largest 
employers of export-related 
workers. 

Oil and Gas 
The state's small mining sec-

tor is dominated by its oil and 
gas industries, which once again 
have been hurt by the continu-
ing imbalance of domestic and 
world energy markets. Although 
Mississippi is a relatively low-
volume energy producer, the 
industry contributes importantly 
to the state's economy, best 
reflected in its tax revenues. 
Severance taxes paid by oil and 
gas companies operating in the 
state currently account for about 
one-fi f th of Mississippi's tax 
receipts. 

Oil and gas companies face 
deteriorating market conditions, 
wi th sharply reduced prices. 
Drilling activity in the state has 
been cut back dramatically, as 
companies concentrate largely 
on servicing old contracts or 
holding leases. During 1985, 
the average number of rigs in 
operation slumped to just 29, 

down sharply from an average 
count of 80 rigs during the 1981 
peak Through last July, oil and 
gas companies in the state pro-
duced 16 and 7 percent less 
output respectively than during 
1984. Reflecting the dismal 
state of the industry, severance 
tax collections during the pre-
vious fiscal year ending last June 
were off 2 and 11 percent from 
the same period a year earlier. 
Through the first half of the 
1986 fiscal year, state severance 
tax collections for oil and gas 
fell 12 and 28 percent below 
the same period a year ago. 
Collections are sure to drop 
substantially in coming months 
in view of the sharp early-1986 
decline in oil prices. 

The state's energy sector un-
doubtedly will not recover this 
year from depressed 1985 lev-
els. Falling oil prices are likely 
to stabilize sometime this year, 
largely because price declines 
should stimulate world energy 
demand. However, the "indus-
try's performance this year will 
be dismal as it adjusts to previ-
ous price declines. The main 
goal during 1986, as one indus-
try executive summarized, will 
be to survive through the year. 

Summary 
Mississippi could experience 

some acceleration this year from 
the moderate economic expan-
sion it enjoyed in 1985, although 
potential weakness in some 
sectors of the state's economy 
that provided an impetus last 
year may dampen growth. New 
job creation may be insufficient 
to reduce the rate of unemploy-
ment substantially. Continuing 
moderate strength in the dur-
able goods industry and perhaps 
slight improvement in nondur-
able goods might add more new 
manufacturing jobs this year. 
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The outlook for construction 
appears to be no more favorable 
than in 1985, because of weak-
nesses in commercial and multi-
family building; bu t recent mort-
gage rate reductions could stim-
ulate single-family housing in 
Mississippi as well as in the 
nation. New home bui ld ing 
could help the lumber industry 
enjoy another reasonably good 
year despite the continuing in-
flow of Canadian products which 
will limit job growth. 

In effect the health of Missis-
sippi's economy in 1986 will 
depend largely on the condition 
of the national economy and 
the particular sectors expected 

to expand. National growth in 
single-family housing wou ld 
stimulate not only lumber but 
household appliance manufac-
turing, with obvious benefits to 
Mississippi's machinery sector. 
If the dollar's weakness against 
other currencies persists, appar-
el manufacturing employment 
should continue to improve, 
and other export-dependent 
industries such as farming and 
paper manufacturing could also 
reap modest benefits. 

These pluses, combined with 
continuing development in the 
huge trade and services areas 

that seems virtually assured by 
expected national economic 
growth, should continue to ex-
pand the state's total employ-
ment 

Growth will be dampened, 
however, by belt-tightening in 
the government sector and by 
the persistent severe problems 
bearing down on the agricultural 
and energy sectors. Lingering 
weakness in most foreign trade-
related business activities also 
inhibits the state's prospects. 
In spite of these deterrents, 
however, most Mississippians 
are likely to experience a some-
what better year in 1986 than 
in 1985. 
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