
Alabama: A Stronger 
Year Ahead? 
Gene D. Sullivan 

The improvement expected in the U.S. 
trade balance should give Alabama's 
manufacturing sector a lift, fueling faster 
growth for 1987. 

Alabama's prospects for a stronger economy in 
1987 hinge on the performance of its manufactur-
ing sector. If the dollar's decline on foreign ex-
change markets raises import prices and slows the 
influx of foreign goods, then manufacturing is 
likely to improve. Growth in manufacturing em-
ployment would increase personal income, which 
would in turn stimulate trade, services, and hous-
ing industries in the state. Advances in these 
important areas would push the 1987 economy 
beyond its pace last year toward the more rapid 
growth rate that marked the 1983-84 period. Signs 
of improvement at the end of 1986 support this 
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Chart 1. 
Distribution of 

Nonfarm Employment in Alabama 
(Percent of total nonfarm jobs, 

1985 annual average) 

Other Services 
17.0% 

Source: Computed by Federal Reserve Bank of Atlanta f rom data 
released in the U.S. Department of Labor, Bureau of 
Labor Statistics, BLS 790 Monthly Report on Employ-
ment, Hours, and Earnings. 

forecast of a stronger year ahead for Alabama's 
economy. 

Despite malaise in manufacturing during the 
past year, Alabama's economy in 1986 was a bit 
stronger than in 1985. Total employment, includ-
ing self-employed as well as those on the payrolls 
of business establishments, rose at an annual rate 
of more than 3.4 percent, ahead of the 3.2 percent 
increase in 1985. About 55,000 more peopled 
found jobs last year as opposed to 50,000 new 
employees in 1985. 

Nevertheless, an influx of migrants from trou-
bled "oi l patch" areas caused the labor force to 
rise even more rapidly than employment; in 1986 
it recorded its highest annual increase since the 
late 1970s. The 76,000 additional people looking 
for jobs drove the state's unemployment rate 
back up to the double-digit range by mid-year so 
that the rate in 1986 was well above the average 
level for 1985. On the positive side, the arrival of 
new people helped wholesale and retail trade 
employment during 1986 and promises to stimu-
late demand for housing and consumer goods 
during 1987 if the economy grows as expected 
and provides new jobs. The recent increase in the 
work force contrasts sharply with trends between 
1980 and 1985, when Alabama's work force ex-
panded at an annual rate of less than 1.5 percent, 
far below the average performance for the re-
gion. 

Despite new residents in the state and rising 
total employment, personal income growth in 
Alabama during 1986 did not keep pace with 
1985. Slack gains in 1986 are attributable largely to 
two factors: lapses in dividends and interest (re-
flecting the drop in interest rates on savings 
instruments) and government's slowing rate of 
wage and salary increases, which largely offset the 
rise in employment. The pickup in total employ-
ment projected for 1987, particularly in manufac-
turing, should raise personal income from its 
sluggish 1986 performance, but the increase is 
unlikely to match 1984's nominal rate of 8.8 
percent. 

Diversification of Alabama's economy in recent 
years has helped buffer the impact of downturns 
in the goods-producing sectors. Although manu-
facturing is the state's largest single economic sec-
tor, with one-fourth of total employment, the 
sector comprising trade, government, and other 
services accounts for another 60 percent of total 
employment. Along with manufacturing these 
industries constitute about 85 percent of Ala-
bama's total economic activity (Chart 1). Finance, 
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insurance, real estate, construction, and other 
activities such as mining and agriculture provide a 
relatively minor share of the state's jobs. 

Manufacturing 
A closer look at manufacturing reveals diversity 

(Chart 2). The apparel industry stands out, provid-
ing about 15 percent of manufacturing employ-
ment—jobs for about 53,000 workers in 1985. It 
has also been Alabama's most troubled producer 
during the difficult period of rising import com-
petition since job levels reached their peak in 
1984. Inroads from abroad have especially threat-
ened manufacturing of men's and boys' suits and 
coats, the state's largest apparel category. Apparel 
employment in 1986 averaged about 5,000 work-
ers below 1984's peak level, with most of the drop 
occurring after mid-1985. Following a severe dip 
in March 1986, the number of workers edged 
upward and held through the fall months of 
1986. 

As imports become more costly, Alabama's 
manufacturers are likely to expand their market 
share and could add to employment growth dur-
ing 1987. Falling corporate tax rates are also 
expected to help labor-intensive producers in the 
year ahead. These improvements should bolster 
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Chart 2. 
Alabama's Leading 

Manufacturing Industries 
(Percent of total manufacturing jobs, 

1985 annual average) 

Machinery 11.8% Apparel 14.9% 

Textiles 10.1% 

Food 8.1 

Lumber & Wood 8.1% 

Transportat ion 7.6% 

Other 10.4% 

Stone, Clay, 
& Glass 2.5% 

Printing 3.4% 

Chemicals 3 .4% 

Paper 6.2% 

Fabricated Metals 6.4% 

Primary Metals 7.3% 

Source: Computed by Federal Reserve Bank of Atlanta f rom data 
released in the U.S. Department of Labor, Bureau of 
Labor Statistics, BLS 790 Monthly Report on Employ-
ment, Hours, and Earnings. 

manufacturing's largest industry and thus con-
tribute strength to the industrial sector as a whole, 
especially to the dominant nondurable goods 
production component, which was hardest hit by 
import competit ion. These industries, including 
paper and chemicals, accounted for over 1,500 of 
the nearly 2,500 jobs lost in manufacturing dur-
ing 1986. 

Paper manufacturing fell sharply from 1985 to 
1986. Initially troubled by weak demand, paper 
producers then suffered from labor strikes that 
idled 2,000 workers at important mills during July 
and August, and production slid even further. 

Demand for paper in 1987 should be buoyed 
by health in the U.S. economy and a weaker dollar 
abroad, which could stimulate some recovery in 
international markets for U.S. paper products. If 
Alabama manufacturers can avoid further labor 
disputes and plant shutdowns, paper employ-
ment should at least regain its 1985 level if not 
resume the annual growth trend of 1.5 to 2 per-
cent that characterized the industry from 1981 
through 1985. Over the long run, paper manufac-
turing is likely to continue to be one of Alabama's 
growth industries because of the state's advan-
tages in t imber production. 

Conditions are not as favorable in the chemical 
industry. Fortunately, chemical workers con-
stitute only about 3 percent of Alabama's total 
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manufacturing employment. Though employ-
ment seemed to have steadied in 1984-85 follow-
ing several years of precipitous decline, it fell still 
further during 1986. Despite recent indications 
that a turnaround is beginning elsewhere in the 
Southeast, Alabama's employment in chemicals 
production averaged nearly 3 percent or 300 
employees below its level in 1985. Prospects for 
better export markets in 1987 should at least 
stabilize jobs in chemicals production, thus eas-
ing one of the drags on nondurables employment 
during 1986. 

Weaknesses in nondurable manufacturing would 
have been more marked without a relatively good 
performance in textiles and food manufacturing. 
The textile industry, which added 1,000 jobs over 
1985's level, was especially positive: weaving, 
knitting, yarn, and thread mills registered the most 
notable gains. Employment in textiles advanced 
steadily throughout 1986 and should continue to 
rise during 1987. Strong demand for carpet has 
prompted expansion of production facilities in 
Phenix City. The market for textile products used 
in automobiles, residential buildings, and fur-
nishings is likely to remain strong if the nation's 
economy maintains its pace as anticipated in 
1987. The elimination of the investment tax 
credit, though, may hamper further expansions in 
the capital-intensive textile manufacturing area. 

Although food manufacturing grew less rapidly 
in 1986 than in 1985, it still added over 800 jobs to 
1985's record high employment. The prominence 
of the broiler chicken industry in Alabama along 
with increasing demand for poultry has been a 
major force in bringing 3,000 new workers to food 
manufacturing since 1982. The rising popularity of 
chicken and fish (another locally produced pro-
duct) and growing numbers of residents in the 
region ensure that 1987 will be a good year for 
food manufacturing. 

The durable goods-producing industries, which 
account for a little less than half of the state's 
manufacturing work force, were stronger than 
nondurables industries in 1986, though durables 
industries, too, lost ground. Employment turned 
down after mid-year, resulting in a drop of around 
1 000 workers from 1985. Even so, some particular 
industries did well and partially offset other less 
vigorous industries. 

Machinery manufacturing, with approximately 
43,000 employees, is the state's largest durables 
industry. In 1986 it did little more than maintain 
the levels reached after the brisk growth of 1983 
and 1984.The industry has done well, though, to 
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avoid losses like those suffered in Mississippi and 
Louisiana. As in those states, demand for ma-
chinery in Alabama, stemming from oil and gas 
well drilling in the southwest region of the state, 
has dropped. Problems with the space program 
have crimped machinery manufacturing employ-
ment in the Huntsville area as well. However, 
Huntsville will gain about 3,500 new jobs as a 
result of a new electronics manufacturing plant 
and a large compact disk manufacturing plant 
planned for that area. Stabilization in the pe-
troleum industry in 1986 and the return of normal 
activity in the space program should bring re-
newed strength to machinery manufacturing in 
1987. 

Transportation equipment was one of the most 
robust areas in manufacturing during most of 
1986. Alabama's extensive tire manufacturing in-
dustry and various auto parts plants enjoyed a 
continuing increase in business due to brisk de-
mand for automobiles in the first half of 1986. As 
auto buying slumped during the fourth quarter of 
1986, the market for auto parts and accessories 
slowed and employment dropped in the state's 
manufacturing plants. Even so, defense spending 
for ship and boat building on the Gulf Coast gave 
transportation manufacturing an additional boost. 
Employment gains for the industry in 1986 aver-
aged well above 3 percent, or 1,000 jobs, making 
it a bright spot in Alabama's employment pic-
ture. 

Auto demand seems likely to slow a bit from its 
pace in 1986, especially since the special low-rate 
financing packages offered duringthe second half 
of 1986 may have pulled some 1987 demand for-
ward into 1986. This means that employment in 
the transportation equipment industry will at best 
remain near the high level posted in 1986. How-
ever, if prices of imported cars escalate sharply in 
1987 in response to the decline of the dollar 
against other currencies, especially the yen, more 
American-made cars might be sold, with the result 
that domestic manufacturing would expand to 
supply a larger share of the market. Whether or 
not the prices of imported cars rise sharply prob-
ably depends in large part on additional deprecia-
t ion of the dollar against foreign currencies. 
Through 1986 Japanese auto manufacturers tem-
pered price increases in U.S. markets by shrinking 
their substantial profit margins, but presumably 
they now have less leeway to adjust profits if the 
dollar should drop further against the yen. 

An increase in domestic manufacturers' share 
of the U.S. auto market and leveling out in the 

Chart 3. 
Alabama's Primary Metals Employment 

(Thousands) 

Source: Alabama Department of Industrial Relations, Alabama Labor 
Market News, various issues, in conjunct ion with the U.S. 
Department of Labor, Bureau of Labor Statistics. 

energy industry could help Alabama's metals 
manufacturing industries recover somewhat from 
their languor in 1986. Combined job losses in 
primary and fabricated metals manufacturing 
affected over 2,000 workers. Hardships were 
especially severe in the steel and a luminum 
industries. The slump in the petroleum industry 
curtailed demand not only for machinery but for 
pipe used in oil and gas well drilling. While drilling 
activity could improve slightly in 1987 with sta-
bilizingoil prices, demand for steel products is not 
likely to recover much. Chart 3 shows that em-
ployment in Alabama's primary metals industries 
has been cut in half since 1970. 

A number of Alabama's aluminum plants closed 
during 1986 due to dwindling demand for metals 
and compet i t ion from foreign manufacturers. 
These plant closures do not bode well for recov-
ery of the domestic aluminum manufacturing 
industry in the near future. When and if expansion 
resumes, it will probably be at technologically 
improved plants with reduced labor requirements 
so that even rising output would not increase 
employment much. 

The swelling tide of imports in 1986 brought 
bad news for another of Alabama's durable goods 
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industries, lumber and w o o d products. Even 
though vigorous housing construction stimulated 
demand for lumber, an increasing share of the 
market was taken by Canadian producers. De-
spite the fact that the dollar depreciated against 
most foreign currencies last year, it rose slightly 
against the Canadian dollar. Hence, Canadian 
lumber prices dropped relative to U.S. prices, and 
the volume of lumber imports jumped sharply. 

Thus, even the brisk market for lumber did not 
stop employment in Alabama's lumber and wood 
industries from dipping slightly in 1985 and drop-
ping faster in 1986. Employment measured about 
500 jobs below 1985's level but appeared to 
steady duringthe second half of 1986. If Canadian 
lumber imports are controlled as expected during 
1987, and if single-family residential construction 
remains robust, lumber producers may enjoy 
some improvement in the comingyear. This com-
ponent of Alabama's manufacturing sector would 
then add its momentum to several other indus-
tries which together could return manufacturing 
employment to an upward path in 1987. Expan-
sion in manufacturing would probably spill over 
into nonmanufacturing sectors as well. 

Trade 
Trade, the state's largest nonmanufacturing in-

dustry, wi th 310,000 employees, is likely to 
benefit most directly from the rising income 
that would accompany an upturn in manufactur-
ing. Combined wi th the populat ion increase in 
1986, improvement in manufacturing could easily 
push 1987 trade employment beyond the 3 per-
cent increase posted the previous year. Although 
advances slipped in 1986, reflecting a slowdown 
in personal income growth, trade employment 
rallied after the first quarter to add around 10,000 
jobs to Alabama's total employment during the 
year (Chart 4). The number could easily approach 
13,000 or more in 1987 to accommodate the 
state's growing population. 

Department stores in Birmingham and Mobile 
performed remarkably well in 1986. Sales in both 
metro areas climbed over 12 percent from 1985, 
far exceeding their rate of growth in the nation. 
Statewide consumer activity, as reflected in sales 
tax collections, was disappointing, however. 
Alabama's sales tax revenues duringthe fiscal year 
ending in June 1986 rose only 1.2 percent over 
levels a year earlier. This disparity indicates that 
rural and less dense urban areas with undiversified 
manufacturing industries have been growing slowly. 

Chart 4. 
Alabama's Trade Employment 

(Thousands) 

Source: Alabama Department of Industrial Relations, Alabama Labor 
Market News, various issues, in conjunct ion with the U.S. 
Department of Labor, Bureau of Labor Statistics. 

Alabama's sluggish overall consumer spending 
activity in 1986 did, however, come in the wake of 
healthy growth in 1985, when the state collected 
14.4 percent more revenue than in 1984. Most 
retailers indicate optimism about the sales out-
look for 1987. 

Unfortunately, the state's export trade sector 
does not share the optimistic outlook projected 
for domestic trade. Were it not for the relatively 
small size of the state's export segment, prospects 
for Alabama's total economy would be con-
siderably worse. Alabama's overall international 
trade has weakened steadily over the last two 
years. Dollar exports performed poorly in 1985-
86, and imports shrank from their peak in 1984. 
The decline of the dollar with respect to major 
currencies since early 1985 has not thus far im-
proved the flow of goods. Export activity was flat 
in 1985-86 as world demand for Alabama's coal 
and soybeans continued to flag in response to 
increasing competi t ion from suppliers abroad. 
The McDuffie Coal terminal, which was designed 
to handle about 25 mil l ion tons annually for 
export, is currently operating at less than 50 per-
cent of its capacity. By 1986 Alabama's total 
exports had dropped almost 60 percent from 
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their high point in 1980. The value of imports han-
dled by the Mobi le Customs District in 1986 also 
tumbled from levels a year earlier, but the drop 
was a direct result of lower import prices for oil. 

The world trade outlook in 1987 offers only slim 
hopes for positive developments in the Port of 
Mobile. Depreciation of the dollar is not likely to 
produce a quick turnaround in the demand for 
Mobile's major export commodities. Nor does 
the modest growth projected for major industrial 
countries bode well for U.S. manufacturing and 
agricultural exports handled at the port. 

Government 
Expanding employment and rising income 

should also increase revenues for state and local 
governments, enabling some growth in govern-
ment services. Government employment rose by 
about 4,000 workers in 1986, nearly its best in-
crease since 1980. After that time the state plunged 
into the recession of 1981 -82 and revenue reduc-
tions forced the first year-over-year declines in 
government employment in more than two dec-
ades. Recovery has been difficult: in 1986 average 
employment of 301,000 workers finally moved 
the number of government jobs above the 1980 
level. Advances in computerization, which make 
office workers more productive, should keep 
government employmentfrom cl imbingto match 
the economy's expansion. However, as living 
standards improve, demand for the quantity and 
quality of government services increases; and an 
economic upturn in 1987 should at least maintain 
employment advances made during 1986 in the 
government sector. 

Other Services 
Services, which were a major source of new 

employment in 1984 and 1985 and averaged an 
increase near 5 percent in both years, faltered in 
1986, reflecting the effects of the slowdown in 
income expansion (Chart 5). Alabama's third 
largest nonmanufacturing group, services em-
ployed about 247,000 workers and provided 
about 6,000 new jobs in 1986 as compared with 
12,000 in 1985. Employment gains stagnated 
duringthe summer months of 1986 but recovered 
toward the year's end, offering more evidence 
that Alabama's economic vigor may be returningas 
1987 begins. 

Chart 5. 
Alabama's Services Employment 

(Thousands) 

Source: Alabama Department of Industrial Relations, Alabama Labor 
Market News, various issues, in conjunct ion wi th the U.S. 
Department of Labor, Bureau of Labor Statistics. 

Alabama's lodging and restaurant industries 
were a particular source of strength during the 
past year. Tourist activity and conventions drew 
visitors to the state, though certainly not in the 
same numbers as in neighboring Florida. Never-
theless, tourism had a good year in 1986. Airtravel 
was up slightly from already high levels in 1985, 
but the increase masked variation from month to 
month and from city to city. Birmingham retained 
its position as Alabama's busiest airport, while 
Mobi le had fewer passengers in 1986 than in 
1985. 

The number of visitors registering at the state's 
welcome centers indicates that auto travel rose in 
1986, aided by the sharp drop in gasoline prices. 
Many of the state's attractions recorded marked 
growth in visitor attendance between januaryand 
March of 1986, and the space shuttle accident 
apparently drew a wave of visits to the Alabama 
Space and Rocket Center in Huntsville. 

The outlook for Alabama's tourism industry is 
brighterfor 1987. Business, government, and con-
vent ion travel to Birmingham, Huntsville, and 
Montgomery should continue to boost the de-
mand for lodgings in those local markets and help 
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Chart 6. 
Alabama's Construction Employment 

Source: Alabama Department of Industrial Relations, Alabama Labor 
Market News, var ious issues, in conjunct ion with the U.S. 
Department of Labor, Bureau of Labor Statistics. 

absorb the new rooms that are being added. Pro-
jections estimate that tourism should be up 4 to 6 
percent for Alabama in 1987 compared with 7 to 
10 percent for the region as a whole. 

Growth in manufacturing, trade, and govern-
ment employment would also move the service 
sector forward at a faster clip. The service sector 
has traditionally been less volatile than other 
areas of the economy; while it is slowerto drop off 
during recessions, it is also slower to recover. 
Thus, although improvement should begin in 
1987 if past patterns hold, return to the advances 
of 1984 and 1985 may not occur until 1988 or 
later. Even so, 1987 is likely to bring 7,000 to 8,000 
new service jobs to the state. 

Finance, Insurance, and Real Estate 
The finance, insurance, and real estate compo-

nent of the economy—related to services though 
considerably smaller—normally reacts more to 
downturns in the business cycle than do service 
industries. However, in 1986 it posted gains of 5.4 
percent. This increase was the highest on record, 
even more rapid than in 1984 and 1985. These 

industries added about 3,600 jobs last year, easily 
surpassing the 3,000 figure of 1985. 

All segments of the finance, insurance, and real 
estate industries are prospering, wi th real estate 
leadingthe way. The drop in mortgage rates acted 
as a catalyst for rapid expansion in activity all 
across the state. The finance industry has also 
experienced a burst of vitality as institutions pre-
pare for the state's interstate banking law to take 
effect July 1,1987. After that date acquisitions by 
out-of-state institutions may slow employment 
gains in Alabama's banks. However, some of the 
anticipated slowdown may be offset by con-
tinued diversification of nonbanks into activities 
formerly the exclusive domain of commercial 
banks. On the whole, finance, insurance, and real 
estate are expected to maintain healthy growth 
through 1987 and should again add over 3,000 
new jobs. 

Construction 
Construction was Alabama's strongest industry 

from 1983 to 1985, but in 1986 it skidded sharply 
from an employment growth rate near 10 percent 
in 1985 to a paltry 1.8 percent (Chart 6). After the 
first quarter of 1986, advances essentially halted 
as both residential and nonresidential construc-
tion slid below levels a year earlier. The largest 
downturn was registered by nonbuilding con-
struction, but nonresidential structures such as 
office buildings and warehouses were also falter-
ing dramatically toward year's end. At the same 
time, permits for residential building were moving 
up briskly with multi-family building permits lead-
ing the way. The spurt in multi-family activity was 
apparently related to builders' efforts to get pro-
jects underway before tax reform legislation dis-
continued breaks for this kind of construction. 
The new legislation also put caps on the volume 
of tax exempt revenue bonds used liberally in the 
past to finance apartment construction. 

Single-family building is responding well to the 
recent influx of population. Furthermore, com-
paratively low mortgage interest rates make home 
ownership more attractive than it has been since 
1978. Multi-family activity is expected to drop 
sharply afterthe first of the year, but vigor in single-
family buildingshould hold construction employ-
ment near its 1986 level. Increases in total con-
struction employment are not likely until the 
overabundance of commercial structures is ab-
sorbed and demand picks up again. If the overall 
economy improves in 1987, the space should be 
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used more quickly, possibly bringing new life to 
construction as early as 1988. 

Transportation and Natural Resources 
Industries such as agriculture, transportation, 

coal mining, and gas and oil unfortunately can 
boast neither progress in 1986 nor much promise 
of recovery in the foreseeable future. Following a 
feeble performance in 1985, transportation lost 
nearly 2 percent (1,200) of its workers in 1986. 
Reductions in production and dropping ship-
ments of natural products such as coal, timber, 
farm commodities, and oil and gas are largely re-
sponsible for dwindling employment in trans-
portation. Some recovery anticipated in export 
markets for agricultural products, t imber, and 
paper products should bring slight improvement 
in shipping activities during 1987. The number of 
transportation workers could hold at 72,000 to 
73,000 workers, echoing figures for the past two 
years. 

The agricultural sector, wi th around 50,000 
workers, continues to languish due to excess sup-
ply, weak demand, and intensifying financial pres-
sures. The field crop portion of Alabama's farm 
sectorfaced especially diff iculttimes as the state's 
farmers endured still another severe drought in 
1986. Yields of leading crops fell substantially 
below normal levels. In addition, crop plantings 
were reduced by 17 percent in 1986, when much 
marginal acreage was idled. Since its peak in 1981, 
crop land has been cut by 45 percent—a sizable 
1.5 million acres. 

Total farm cash receipts in Alabama shrank by 9 
percent in 1985. Although crop revenue con-
tinued to slide in 1986, livestock revenue im-
proved thanks to higher prices for most products. 
Livestock earnings helped hold total farm cash 
receipts close to their level in 1985. 

A sign of continuing hardship in Alabama's farm 
sector in 1986, another 2,000 farms ceased opera-
tion or were merged into existing farms. Farm 
asset values dropped $472 million, due primarily 
to the diminishing value of farmland. Since their 
highpoint in 1981, Alabama farmland values have 
plummeted approximately $1.5 billion, and mod-
est declines are likely to continue in 1987 as crop 
farming remains unprofi table on most of the 
state's low-yielding, high-cost acreage. 

The importance of Alabama's crops continues 
to wane compared with livestock and poultry as 
more producers discover that crop farming in 
Alabama is not competitive with that of other 
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states or regions given current yields, costs, and 
product prices. For livestock producers, however, 
1987 may be another prosperous year thanks to 
low feed costs and increasing prices for meat 
(especially poultry) in response to brisk consumer 
demand. Overall, contraction of the farm sector is 
likely to proceed but at a slower rate than during 
the past two or three years. 

The economic situation for Alabama's substan-
tial coal mining industry also grew more dismal in 
1986, and prospects for improvement remain 
remote. The coal industry is concentrated in a 
twelve-county area in the north central part of the 
state. In 1985 product ion was almost equally 
divided between underground and surface mines. 
At the end of 1985, 20 underground and 136 sur-
face mines were in operation. During 1986 a num-
ber of mines closed temporarily and at least two 
large underground mines were permanently shut 
down because of shrinking demand and poor 
returns. As a result, coal production in 1986 de-
clined. Most of the 20 to 25 percent of the state's 
coal that is exported is the metallurgical variety 
used for steel product ion, largely in Japanese 
mills. If Japan's auto production gears down as a 
result of a loss in share of the U.S. market, Ala-
bama's coal exports are likely to shrink as well, 
spelling still further contractions for the state's 
mining activities. 

The slump in coal demand is related to the con-
tinued energy glut, which, as noted elsewhere, 
has cut back oil and gas production and explora-
t ion in the southwestern port ion of the state. 
Stabilization, as opposed to the collapses of 1986, 
is about the best that 1987 can offer. The most the 
energy industry can contr ibute to the state's 
economic growth is probably an end to the drag 
produced by its steep slide in 1986. Stability in the 
energy industry will nevertheless allow the state's 
economy to make a better showing in 1987. 

Conclusion 
The pickup anticipated in manufacturing, trade, 

services, and single-family housing—the bulwarks 
of Alabama's economy—should boost economic 
activity in 1987 beyond its performance in 1986 
toward the more rapid rate of growth that charac-
terized the 1983-84 period. Recent signs of im-
provement, such as rising export volume and 
slight employment upturns in the apparel, chemi-
cal, and paper manufacturing industries, bolster 
confidence that 1987 will, in fact, be a stronger 
year for Alabama's economy. 
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