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Although production of natural resources no 
longer dominates Alabama's economy, primary 
industries such as mining, agriculture, and 
forestry still foster a considerable amount of 
activity. Taken together, their production and 
processing account for roughly 18 percent of 
Alabama's gross state product. Furthermore, 
the seaport of Mobile depends heavily on 
exports of coal, forest products, and farm goods 
for its economic vitality, just as the state relies in 
part on natural resource severance taxes to fill 
its coffers. 

This article evaluates how natural resources 
currently fit into Alabama's economy and con-
siders what their position might be in the future. 
In the process, it shows that primary indus-
tries make the state more dependent on na-
tional or world economic conditions and hence 
more vulnerable to recessions as compared 
with more diversified economies. Related 
questions about the adequacy of Alabama's 
educational framework and physical infrastruc-
ture—both prerequisite to further develop-
ment—also are raised. 

An Inventory of Natural Resources 

Coal. Over the first half of the twentieth cen-
tury, coal mining in Alabama fluctuated greatly. 
Since mid-century, however, annual coal pro-
duction has almost steadily trended upward, 
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from an average of 12 million tons in the 1950s to 
25 million tons so far in this decade.1 In fact, at an 
average of 25.1 million tons, annual production 
in the 1980s has been the highest in the state's 
one hundred plus years of coal production. 
Following the oil price slump in 1986, coal pro-
duction fell as depressed prices caused mine 
closures. In the third quarter of 1987, Alabama's 
coal production began to rise once more; by 
year's end, it averaged 15 percent above the 
final quarter of I986.2 

The Warrior Coal field is the location of the 
majority of the state's current coal production as 
well as of its bituminous coal reserves; produc-
tion is concentrated in three of the counties it 
spans. Overall, Alabama's demonstrated coal 
reserve base is 4.9 billion tons or, at recent rates 
of production, enough coal to last almost two 
centuries. Since coal-generated pollution is 
being lowered through technological advances, 
coal will likely remain a vitally important energy 
source. 

Petroleum. Petroleum's role in Alabama's 
economy is relatively small, as is the state's 
status in the petroleum industry. Only in the last 
thirty years and most especially the last ten has 
Alabama's oil production surged. Production 
jumped from an annual average of 7.8 million 
barrels during the 1960s to an average of 13.5 
million barrels in the following decade, with 
most of the increase occurring after the Organi-
zation of Petroleum-Exporting Countries (OPEC) 
hiked the price of its oil. So far in the 1980s, oil 
production has climbed even further to an 
average of 20 million barrels as compared with 
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Disproportionate dependence on primary industries makes Alabama vulnerable to national and worldwide 
swings in the demand for commodities. While Alabama's resource-based industries should not be discouraged 
from expansion, further diversification of its economy toward services, trade, and high-skilled manufacturing jobs 
could enhance economic stability. 

the U.S. average of 3.2 billion barrels (seeTable 1). 
The number of oil wells in Alabama increased 49 
percent from 1975 until 1986, when the state 
attained its record of 844 producing wells.3 

Because many of Alabama's oil wells are tap-
ping into recently discovered sources, daily 
average production per well is among the high-
est in the nation. Through the 1980s, average 
production per well has hovered near 70 barrels 
per day, which surpasses the levels even of 
Louisiana or Texas. Of course, the fact that those 
major oil-producing states have a large number 
of old wells that yield just a few barrels per day 
brings down their average figures. Alabama's 
crude oil reserves were estimated at 69 million 
barrels in 1985, compared with current U.S. oil 
reserves of approximately 28 billion barrels. 

Natural Gas. Before the 1970s Alabama's 
natural gas industry was relatively insignificant, 
but shortly thereafter it underwent astonishing 
growth. The state's natural gas production for 
1972 expanded dramatically, from roughly 300 
million cubic feet to 3.6 billion cubic feet; by 
1986 the level had soared to 146 billion cubic 
feet. Similarly, its count of producing wells 
jumped from 15 in 1972 to 489 ten years later. 
Even at its peak, though, Alabama accounted for 
less than 3 percent of the Southeast's natural 
gas wells, the great majority of which are in 
Louisiana. 

Although Alabama currently holds only a 
minor position within the industry, the state's 
potential natural gas reserves strengthen the 
likelihood that this industry will continue to 
grow throughout this century.4 Today, Ala-

bama's estimated reserves stand at 951 billion 
cubic feet, only a tiny fraction of U.S. reserves. 
However, the state may claim a portion of the 
Gulf of Mexico's vast holdings, which are conser-
vatively estimated at some 101 trillion cubic feet 
(tcf). Already, extensive gas reserves in the 
Mobile Bay area are about to be put into opera-
tion, with an expected yield of an additional 
billion cubic feet of natural gas by 1990. Further 
encouragement is offered by healthy prospects 
for increased gas demand in the 1990s, as this 
development probably will result in additional 
exploratory activity, both within the state and in 
the Gulf. Thus, the importance of this natural 
resource to Alabama's economy is likely to be 
on the upswing. 

Table 1. 
Crude Oil Production 

(millions of barrels) 

Alabama Louisiana United States 

1977 18.3 562.9 3,009.2 
1978 19.8 532.7 3,178.2 
1979 19.1 489.7 3,121.3 
1980 21.9 467.0 3,146.4 
1981 20.7 449.0 3,128.6 
1982 20.0 458.0 3,156.7 
1983 18.7 479.6 3,171.0 
1984 19.8 515.3 3,249.7 
1985 21.6 508.2 3,274.5 
1986 21.1 512.1 3,168.2 

Source: Twentieth Century Petroleum Statistics, 1987, (Dallas, 
Texas: DeGolyer and MacNaughton, 1987), pp. 20, 24. 
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Table 2. 
Number of Farms in the Southeast 

(thousands, 1900-84) 

1900 1920 1940 1960 1984 

Alabama 223 257 232 116 54 
Florida 40 54 62 45 40 
Georgia 225 311 216 106 51 
Louisiana 116 136 150 74 36 
Mississippi 221 272 291 138 50 
Tennessee 225 253 248 158 95 

Source: U.S. Department of Agriculture, Agricultural Statistics. 
(Washington, D.C.: U.S. Government Printing Office, 
various issues). 

Agriculture. In keeping with the national and 
regional pattern, the number of farms in Ala-
bama has trended steadily downwards over the 
last 50 years, with an especially steep drop in 
the period since I960 (see Table 2). From then 
until the present, more than half of Alabama's 
farms either ceased operation or were ab-
sorbed by other farms. Even the state's recent 
count of approximately 54,000 operating farms 
is somewhat of an overstatement, as a number 
of these are part-time. At the same time that the 
number of farms has dropped, the nominal 
value of land and buildings per farm has cl imbed, 
from $603 in 1900 to $128,000 in 1980. This 
change in value stems from farms' larger size 
and greatly improved technology, and from the 
fact that modern farm buildings reflect a gen-
erally higher standard of living than in the past, 
as well as from inflation. 

In terms of production of major field crops, 
Alabama's farmers are slightly less competitive 
than their southeastern neighbors. Over the 
past ten years the state's yields of crops such as 
wheat, corn, cotton, and peanuts averaged be-
low the region's. Alabama's average yields in 
cotton and wheat were only modestly lower, and 
in soybeans the state's farmers actually held a 
clear lead over other producers. In conjunction 
with yields, however, the relationship of costs to 
revenue determines the prosperity of the farm 
sector. 

As a result of poor returns and government 
farm programs, crop plantings have generally 
plunged throughout U.S. agricultural areas since 
the early 1980s. Farmers have switched to crops 
with higher profit potential or have idled acre-

age in return for government payments, par-
ticularly in the case of wheat, soybeans, and 
corn. Total acreage planted to major crops in 
Alabama fell 58 percent from 1982 to 1987, more 
than it did nationwide. While this reduction has 
devastated farm suppliers, the idling of low-
yielding land, along with the revenue earned 
from government payments and the higher 
prices from reduced production, has improved 
the profitability of crop production and thus 
benefited farmers. 

Alabama's more extensive cuts in acreage 
compared with the region's and nation's point 
to the state's lower profitability for some crops. 
Because of this disparity, Alabama's farmers 
have for many years emphasized animal-related 
industries over field crops. Recently, revenues 
from the state's livestock and poultry industries 
have accounted for 60 percent of total cash farm 
receipts; in 1987, they generated roughly $1.4 
billion in gross revenue. Over half of this amount 
is earned by farmers producing broilers for con-
sumption, and much of the remainder derives 
from the cattle industry. 

Forestry. Alabama's extensive forests, initially 
viewed as an obstacle to farming, began to be 
used as lumber for building materials as the 
state's population increased. By the start of the 
twentieth century, Alabama's forest products 
industry was characterized by large lumber 
mills, which shipped products out of state and 
provided income and employment for many 
rural residents. Unfortunately, the absence of 
conservation measures and rapid cutting quick-
ly lowered the quality of Alabama's forests, such 
that by the 1930s most of the state's forestland 
had been extensively cut over and reduced to 
low quality. As Alabama's lumber industry 
decl ined in importance after World War II, 
though, pulp and paper production gained in-
creasing prominence, surpassing lumber in im-
portance by 1960. The fact that such mills could 
readily use smaller trees, together with continu-
ing advances in the technology for processing 
high resin wood, soon pushed paper mills into 
prominence within Alabama's economy. By 
1960, Alabama held second place among all 
pulpwood producing states. 

In the United States only Oregon, California, 
and Georgia have more land in forests than 
Alabama. As two-thirds of the state's total land 
area, or 21.2 million acres, is covered by forests, 
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it should come as no surprise that wood pro-
cessing and manufacturing are key industries in 
the state (see Chart 1). Alabama's pulpwood 
production, which is surpassed only by Geor-
gia's, exceeds 9 million cords annually, provid-
ing a major source of supply for paper industries 
and for export.5 

In summary, Alabama possesses a number of 
natural resources whose extraction or harvest-
ing supports a wide array of industries. Indi-
cations are that these industries will continue to 
play a considerable role in the state and local 
economies. Because of the extensive reserves 
of coal and the widespread impact of forestry 
and agriculture, these three natural resources in 
particular may have the most to offer to Ala-
bama's economy in coming years. 

Natural Resources: Their Impact 

At least three gauges are convenient for high-
lighting the impact of natural resources on the 
state's economy: employment levels, unem-
ployment patterns, and sources of personal 
income. If one assessed the importance of 
primary industries to Alabama's economy solely 
on the basis of their direct employment, then 
clearly their role would seem small. Such em-
ployment accounts for only 5 percent of all jobs, 
or roughly 110,000 out of 1.6 million in the state. 
Whereas today over three-fourths of this em-
ployment is agriculture-related, the Bureau of 
Economic Analysis projects that, with continu-
ing improvements in productivity, Alabama will 
lose about 8,000 farm workers by the end of the 
century. As for mining employment in Alabama, 
the level peaked in 1980 with roughly 17,000 
workers, about three-fourths of whom were 
engaged in coal production. Only six years later, 
with the drop in crude oil prices and the atten-
dant decline in demand for coal, the state's coal 
mines experienced cramped profitability and a 
number of closings. Between 1985 and 1987 
alone, mining employment declined by over 30 
percent, and does not show promise for more 
than a modest recovery. 

Thus, it is clear that Alabama's primary sector 
is small and prospects for expansion are far from 
bright, especially in terms of employment 
opportunities. However, when one adds to the 
extraction of raw materials from nature the many 
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Chart 1. 
Distribution of Land 
by Major Use, 1982 

Percent (percentage) 

Cropland Pasture Forest Other 
Source: U.S. Department of Agriculture, Economic Research 

Service, Major Uses of Land in the United States, 1982, 
Agriculture Economic Report No. 535. 

businesses that process these commodities 
into higher value-added products like lumber, 
paper, and chemicals, the importance of natural 
resources in the state becomes more obvious. 
Overall, approximately 300,000 jobs are closely 
related to either production or processing of 
natural resources, making up about 20 percent 
of the state's labor force compared with 12 per-
cent for the nation. 

The impact of natural resource industries on 
Alabama's economy is evident also in the be-
havior of unemployment rates. In the 1970s, 
when inflation and a falling dollar rocked the 
economy nationwide, strong commodity prices 
and stable demand for processed goods kept 
relatively more workers on the job in Alabama. 
In fact, during the mid-seventies recession the 
state's unemployment rate was lower than 
either the region's or the nation's (see Chart 2). 
Beginning in late 1979, however, the situation 
reversed itself, and by the severe recession of 
1981-82 Alabama's unemployment rate reached 
a peak of 16 percent, a level not seen since the 
1930s and far worse than the nation's 10.8 per-
cent jobless rate at that time. Throughout this 
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Chart 2. 
Unemployment Rates 

in Alabama, the Southeast, 
and the United States 
(annual averages, 1971-86) 

Source: Alabama data supplied by Alabama Department of 
Industrial Relations, State Employment Service; South-
east data computed by the Federal Reserve Bank of 
Atlanta from data supplied by various state agencies; 
U.S. data supplied by U.S. Department of Labor, 
Bureau of Labor Statistics. 

decade, Alabama has endured greater unem-
ployment than the region or nation as resource 
prices generally fell, foreign competition surged, 
and export demand stagnated. 

Much of Alabama's economic weakness lay in 
manufacturing, specifically resource process-
ing.6 For example, from the beginning of 1980 
until the state's unemployment crested in early 
1983, its jobs in lumber manufacturing fell by 
4,300, or 14 percent, and in mining by 3,300, or 20 

percent. Industries involved in processing nat-
ural resources often experienced similar cuts: 
primary metal industries lost 17,600 jobs (41 
percent) and textiles 5,400 jobs (13 percent). In 
contrast, while trade industry jobs fell by 13,000 
during the same period, this represented only a 
5 percent loss. Moreover, services actually 
gained 14,000 jobs. By late 1987 conditions in 
resource industries had improved markedly, 
such that the gap between Alabama's and the 
nation's unemployment rates had closed sig-
nificantly. 

The differences between state and national 
unemployment rates during the 1980s point out 
a major weakness of economies with large re-
source sectors. The fact that demand for their 
products, whether primary or secondary, is highly 
dependent upon worldwide economic con-
ditions renders cyclical economic fluctuations 
there more extreme. The vulnerability of com-
modities-dominated economies is abundantly 
clear in the case of various Third World nations. 
While Alabama's resource-related industries 
are not paramount, they are nonetheless of suf-
ficient weight to burden the state's economy 
with an increased tendency toward fluctuation. 

As for the third measure, comparing the 
source of personal income for the nation, region, 
and state reveals that primary industries direct-
ly contribute 3 percent of personal income at 
each level. It is at the stage of processing the 
primary industry production that distinct dif-
ferences appear. While approximately 4 per-
cent of U.S. personal income is derived from this 
area, the figure is 5 percent for the Southeast 
and 8 percent for Alabama. Although much of 
the earnings from natural resource production is 
concentrated within 14 of the state's 67 coun-
ties, combining the direct and indirect con-
tributions of primary industries to personal 
income produces a rough total of 11 percent for 
Alabama as opposed to 8 percent for the 
Southeast and 7 percent for the nation. Com-
puted as a proportion of personal income, 
Alabama's figure for primary industries has 
remained fairly stable for 25 years. A change that 
has occurred, however, is the increase in secon-
dary sector businesses, that is, paper and lum-
ber mills, food processing plants, and other 
facilities that process commodities. 

In summary, the influence of the state's 
natural resources on the economy has been 
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mixed since primary industries have rendered it 
extremely sensitive to worldwide commodity 
price fluctuations, especially in agriculture. 
Though these industries were for many years a 
mainstay of the economy, today it is the service 
and trade industries that provide most new job 
opportunities. Still, resource industries will 
continue to play an important role in the state, 
and justly so considering their abundance. 

A notable source of strength for Alabama's 
economy is the diversity of its natural resources. 
While almost every southeastern state possess-
es agricultural and forest industries, Alabama 
adds to these natural gas, oil, and coal produc-
tion. In the aggregate, these resources comple-
ment each other well. When world oil prices fall, 
for example, dampening the state's energy sec-
tor, the simultaneous downturn in the cost of 
energy is a boon to agricultural and forest prod-
ucts industries. Furthermore, while agriculture 
and forestry are widespread in the region, Ala-
bama claims some advantages there also. Since 
the majority of the state's farm cash receipts 
accrue from livestock, its farming sector is better 
insulated against the vagaries of weather and 
crop price swings. The state profits even when 
crop conditions are favorable, for this tends to 
lower feeding costs and thus to boost profits for 
animal farmers. 

Another vital dimension to Alabama's em-
phasis on natural resources is that it has been a 
major factor in the development of trade through 
Mobile. In a typical year, roughly 10 percent of 
the nation's coal exports are shipped out of 
Mobile. Expanded port facilities and stepped-
up foreign demand has lifted Mobile's coal 
export volume substantially. Over the period 
1984-86, coal exports from Mobile surged to 25 
million tons—as much coal as had been export-
ed through the port in the eight preceding 
years. 

Implications for the Future 

The future health of resource producing or 
processing industries depends ultimately on 
the outlook for the resources themselves. 
Therefore, a brief survey of Alabama's natural 
resource prospects helpfully prefaces a discus-
sion of the long-term outlook for overall eco-
nomic development in Alabama. 

Coal. Nearly three-quarters of Alabama's coal 
output is destined for electrical utilities in this 
country, the remainder being exported. U.S. 
demand for coal primarily revolves around the 
price of fuels that are its strong competitors, 
such as fuel oil and natural gas. When their 
prices fall substantially, as in 1986, utilities 
move toward these alternative fuels and do-
mestic consumption of coal declines. Consider-
ing the state's abundant coal reserves, the 
nation's dwindling petroleum reserves, and the 
prospect for steeper petroleum prices in com-
ing years, the outlook for coal in Alabama 
appears favorable. Furthermore, with addi-
tional technological advances in reducing the 
environmental degradation from burning coal, it 
would seem that this resource not only will 
remain a major domestic fuel source, but may 
attain even greater importance in the future. 

As to foreign demand for coal, the dollar's 
value appears to be the determining factor. 
The dollar's substantial depreciation over the 
last three years has stimulated increased coal 
exports. Whether this trend will continue de-
pends largely on Alabama's ability to compete 
with major foreign producers. 

Natural Gas. Prices for natural gas began 
dropping gradually in 1982, in tandem with 
other energy prices, and then plunged in 1986. 
The average well-head price of gas fell 21 per-
cent from the first half of that year to the same 
period in 1987. Despite moderate recovery in 
crude oil prices, natural gas prices remain low 
because of excess supply and weakened de-
mand. Even in the face of depressed prices, 
natural gas consumption has fallen since 1980: 
the industrial sector, an important source of gas 
demand, has seen a 21 percent drop in con-
sumption. Natural gas use in electric generation 
also has shrunk almost steadily in this decade as 
the result of intensified competition from coal 
and nuclear energy. Market share, too, has 
eroded in recent years, sliding from 24 percent 
in 1985 to an estimated 22.6 percent in 1987. 
Unfortunately, further inroads into the natural 
gas market share are thought possible through 
at least 1990. 

Despite these negative trends, longer-term 
expectations are more optimistic. The current 
surplus is expected to be worked off in the next 
two or three years, meaning that the 1990s may 
well experience rising prices for natural gas. In 
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fact, many in the industry are basing their plans 
on those expectations. The American Gas As-
sociation projects that natural gas prices will 
resume real growth of about 10 percent per year 
in 1990. A further hopeful note is that the con-
tinuing nationwide decline in natural gas pro-
duction, anticipated at least through 1990, will 
position reserve-laden areas like Alabama to 
reap some gain. 

Agriculture. By the year 2000, Alabama's 
trend toward animal-related agriculture will 
likely have grown even more pronounced. Row 
crop agriculture will still occupy an important 
place in the farm economy, but its position no 
doubt will have weakened from recent years. 
Crops such as corn and wheat should provide a 
moderate portion of farm income, while that 
generated by soybeans, peanuts, and cotton 
will probably deteriorate. The meat industries 
will increasingly dominate Alabama's agricul-
tural economy, and aquaculture (the cultivation 
of fish and seafood) will further develop to 
become a vital segment of the state's agricul-
ture. 

Forestry. Demand for forest products has 
been strong in recent years, and both imme-
diate and long-term prospects look favorable 
for the pulpwood and lumber industries. Due to 
a transfer of land from forests to development 
and a decline in replanting, the future timber 
supply seems to be shrinking in much of the 
nation. Given this situation, real timber prices 
are expected to increase annually for the fore-
seeable future. 

If there is any resource in which the South has 
a comparative advantage, then it must surely be 
its forests. As noted earlier, Alabama already is 
one of the leading states in supply of forest 
products, and since trees are a renewable 
resource, the state should be able to retain its 
position so long as it replenishes this resource 
and manages it well. Aside from ample supply, 
Alabama and other southeastern states offer 
the advantages of typically lower harvesting 
costs compared with competing regions. In 
addition, the southern climate promotes faster 
tree growth and thus a better per-acre return 
over time. Forest industries are lured to the 
South by generally lower property taxes and 
lower prices for timber sold by private citizens 
whose supplies are plentiful. 

Petroleum. The relationship between de-
mand and supply for petroleum is such that the 

future favors producers. Domestic petroleum 
reserves are clearly in decline, and the annual 
import of crude oil as a percentage of total sup-
ply seems to be rising inexorably. Consequent-
ly, real crude oil prices should begin to move 
upward in coming years; by the turn of the cen-
tury, as foreign supplies also diminish, real 
crude oil prices should be substantially higher. 
Although Alabama possesses only small pet-
roleum reserves, the lateness of its entry into oil 
production may mean that it continues tapping * 
them into the era of high oil prices. Even so, 
crude oil production in Alabama will not foster 
substantial economic growth in the state. 

m m m m ^ m ^ m m m m m m a m * 
Alabama's Outlook 

The predominant economic structure of an 
area often has a far-reaching influence on its 
subsequent economic development. For exam-
ple, a largely resource-based economy tends to 
have a less well-developed educational system 
than it might otherwise, as natural resource pro-
duction industries have traditionally demand- j 
ed low-skill labor. Of course, Alabama has 
generally fit this pattern for many years, and its 
educational attainment levels present a grim 
testament. Thus, the state's subsequent de-
velopment may be slower than that which eco- r 

nomic factors alone might promise.7 

More broadly, Alabama's resource orientation 
over the years suggests that its economic de-
velopment has been hampered for some time. 
In the past such industries could employ work-
ers with few transferable skills and minimal 
education, and so the incentive or opportunity 
for expanding skills and education were lacking. 
As the overall economy evolved, both higher . 
skill and educational levels became desirable 
work force characteristics. Like much of the 
South, Alabama could not quickly move ahead 
into the next stage of economic development. 
Gradually, however, as natural resource produc-
tion also began to introduce advanced technol-
ogy, it likewise prompted some upgrading of 
the state's labor force. Today, with substantial 
diversification in Alabama's economy and still 
more occurring, the uniform emphasis is on the 
goal of more and better education, including 
vocational training. 

Beyond this critical indirect effect of Ala-
bama's early reliance on primary industries, at 
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least two major direct effects are evident. The 
production and processing of natural resources 
are mature industries, which means that their 
rapid growth phases already have taken place. 
Increasingly, these industries are subject to for-
midable competition from Third World nations. 
Thus, while commodities' export demand may 
oscillate somewhat with the value of the dollar 
or vagaries of weather abroad, it is unlikely that 
an economy concentrated in primary industries 
can achieve fundamentally new growth. The 
second, related concern is that a resource-
oriented economy is swiftly victimized by sharp 
fluctuations in demand resulting from economic 
conditions in the world or nation or from ex-
change rate variability. 

In light of these indirect and direct effects, 
what role should resource-related industries 
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