
Whither Industrial Expansion This Year?
You may have noticed on the financial pages of your news
paper recently the attention given to a prospective decline 
in business spending for new plant and equipment in
1958. Less than two months ago, a private survey re
vealed businessmen plan a cut of about 7 percent. This 
largely reflects expectations of a 16-percent decline in 
manufacturing; spending in nonmanufacturing is expected 
to be down very little.

Further evidence of a decline comes from information 
released in mid-December by the U. S. Department of 
Commerce and the Securities and Exchange Commission. 
Based on their latest survey of spending anticipated by 
businessmen, it showed businessmen spent slightly less 
for new plant and equipment in the fourth quarter of 1957 
than the record amount they spent in the third quarter. 
Moreover, they expect to cut spending another 5 percent 
in the first quarter of 1958.

Perhaps you are wondering what meaning these national 
trends have for the Sixth Federal Reserve District. In 
the postwar period, manufacturers in this area have ac
counted for an increasingly larger share of the nation’s 
investments in productive capacity. It seems appropriate 
now to consider that this District may share in a general 
slowing down in spending for new manufacturing facilities. 
Unfortunately, the national surveys do not pin-point the 
geographic areas to be affected, but they do specify the 
types of industries likely to be affected. By looking at the 
nature of the investment boom we have been experiencing, 
therefore, we can get some idea of how a slowing down 
would affect us here in the Sixth District.

Geographical Concentration Before 1955
The accompanying chart shows the geographic concen
tration of recent industrial expansion in our region. It also 
shows how much manufacturing establishments operating 
in Sixth District states spent for new plant and equipment 
during 1951-55, based on the latest data available from 
the Bureau of the Census. Louisiana led the way during 
that five-year period with expenditures totaling nearly 
850 million dollars. More than one out of every four 
dollars spent on new manufacturing facilities in the six- 
state area was invested in Louisiana. Georgia, with capital 
expenditures totaling over 650 million dollars, was next, 
and Tennessee was close behind. Alabama, Florida, and 
Mississippi followed in that order.

These figures, obtained by the Bureau of Census of 
the United States Department of Commerce in the 1954 
Census of Manufactures and the annual survey of manu
factures in the other years, are the most comprehensive 
data available on capital expenditures for new plant and 
equipment. Still, they understate the investment in new 
facilities, for they include only expenditures made by 
establishments in operation during the years for which 
such information was collected. Similar expenditures by 
establishments under construction could not be published 
f°r some states in certain years for fear of disclosing 
figures of individual establishments. For years in the

1951-55 period when such expenditures were published, 
however, they increased the six-state total 10 percent.

Industries That Spent Most
We have complete data for 1947, 1954, and 1955 that 
show the types of industry making the new capital expend
itures in the Sixth District. In those years, pulp and paper 
mills led in spending for new facilities, accounting for 
over 17 percent of total spending by all industries. Manu
facturers of chemicals were next, and food manufacturers, 
accounting for the third largest total, spend only slightly 
less. These three industry groups together accounted for 
over 40 percent of all capital expenditures by Sixth Dis
trict manufacturers in 1947, 1954, and 1955. Substantial 
investments were also made by manufacturers of textiles,
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primary metals, lumber products and stone, clay and glass 
products, and nearly all industry groups were represented 
to some extent. Less complete data suggest a similar con
centration for the other years.

Location of Projects Since 1955
We can get some idea of investment in new manufacturing 
facilities in this region since 1955 by locating on the 
map some of the major projects announced since the 
beginning of 1956. The projects shown are for building 
and equipping new manufacturing plants or additions to 
existing manufacturing plants at a publicly announced 
cost of one million dollars or more each. Since it is un
likely that such large projects escape public notice, the 
map is reasonably complete.

Look first at the area along the Mississippi River 
between Baton Rouge and New Orleans. The cluster of 
symbols there represents one of this District’s heaviest 
concentrations of projects for expanding manufacturing 
facilities. The largest projects here represent investments 
approximating 40 to 50 million dollars each. Plants for 
producing chemicals predominate, but the interested 
traveler in this area would also find new facilities for 
refining oil and processing alumina, among others.

Around St. Petersburg and Tampa, Florida, is another 
area of rapid industrial development. Among the pro
jects here are new facilities to produce electronic control 
instruments, fabricated metals, electrical machinery, and 
food products. Two breweries, costing an estimated 20 
million dollars each, represent the largest projects an
nounced within the past few months.

People in most other areas of the District are also 
within relatively short distances of several major industrial 
projects that have been completed recently or that are 
under construction or that will be started soon. New 
chemicals plants predominate around Lake Charles, 
Louisiana, and Pensacola, Florida. New pulp and paper 
mills are rather widely dispersed in northern Florida and 
Louisiana. A variety of new plants is located throughout 
northern Alabama and in and around Miami, Jacksonville, 
Atlanta, Savannah, Brunswick, and Chattanooga.

In addition to locating projects for expanding manu
facturing facilities, public announcements usually indicate 
the estimated costs involved in building and equipping 
the new plants. Our tabulations of these costs indicate the 
trend in business spending for new and expanded manu
facturing plants since 1955, the latest year for which data 
are available from the Census Survey of Manufactures.

These cost estimates expanded sharply to a record 
volume in 1956. They declined in 1957, but they were 
still very high by all historical standards other than 1956. 
It is well to remember that announcements generally 
precede the start of actual construction by several weeks 
or months. Moreover, once construction is begun, the 
actual spending is likely to be spread out over a still 
longer period. Although announcements reached a record 
in 1956, therefore, spending would not be expected to 
reach a peak until later. Because of this lag, spending 
for new plant and equipment probably hit a record in the 
Sixth District in 1957.

Changes in contract awards for constructing new fac

tories support this conclusion Awards rose sharply in 
1955 and again in 1956. Because of the lag in actual 
building, capital expenditures probably continued upward 
in 1957. An upward trend in construction employment 
into 1957 further supports this view.

Slowing Down in 1958
District businessmen apparently are slowing down their ex
pansion in facilities. Both the total value of new projects 
announced and the value of contract awards for new 
factories in 1957 were down from the previous year. 
With a natural lag in actual construction, we can expect 
a drop in spending for new plant and equipment in 1958.

If we take bits of information from the national survey 
of spending plans and consider them in relation to the 
nature of recent capital spending in this District, we see 
another reason why some decline is to be expected this 
year. The national survey shows some of the largest de
clines for the nation are expected among manufacturers 
of paper and primary metals. Food manufacturers also 
expect to reduce substantially their investment in new 
facilities. Chemicals manufacturers are planning some
what smaller investment. Spending by these industries, 
as we have already noted, accounted for a very large part 
of recent investments in new plant and equipment here.

National expectations, of course, may not be repre
sentative for these District industries. Yet, plans of Dis
trict manufacturers, especially in paper, chemicals and 
textiles, undoubtedly were weighted heavily in the national 
survey, since District expenditures in these lines in the past 
have accounted for substantial parts of the national total. 
Although the degree of change may differ from the 
nation, therefore, the evidence indicates that business 
spending for new plant and equipment in this District will 
follow the national trend.

The locations of recent projects suggest that a decline 
will be felt unevenly in this District. In some areas ac
tivities have already been curtailed as construction projects 
were completed. The trend of activity in certain areas 
may be coinciding with that in the nation; for still other 
areas, the decline may be well in the future.

Philip M. Webster

Batik A nnouncements
O n January 1, the Escam bia C oun ty B ank, Flomation, 
A labam a, a nonm em ber bank, began to remit at par for 
checks draw n on it w hen received from  the Federal 
R eserve B ank. O fficers are Jam es H . Jones, Chairman 
o f the Board; Carl E . Jones, President; Fred H. Jones, 
Vice President; J. W . Cannon, Cashier; and Blanche 
S. Turberville, A ssis tan t Cashier. Capital stock °f 
bank am ounts to  $100 ,000  and  surplus and undivide 
profits to  $159 ,360 .96 .

O n January 3, the B revard  S ta te  B ank, TitusvilU, 
Florida, a new ly organized nonm em ber bank, open* 
fo r  business and began to rem it at par. Officers 
R obert R . L ow e, President; D oyle H . Frisbee, Jf-> ^  

President and  Cashier; and D onald  H . Carrow, Assis
tant Cashier. Capital stock  am ounts to  $150,000 a 
surplus and  undivided  profits to  $225 ,000 .
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