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Spotlight on Alabama
O n  M ay 8, 1959 , the new 2.6-million-dollar building of the Bir
mingham Branch of the Federal Reserve Bank of Atlanta was formally 
dedicated. A five-floor addition, together with basement and sub-base- 
ment, joins the old building, which was completely refurbished. Skill
fully blended, the two units form an efficient, easily maintained, grace
ful business home, a creditable addition to a dynamic industrial city 
and a thriving state. The structure represents another footprint in time 
linking yesterday with today and tomorrow.

The State Is Catching Up with the Nation
Firmly cemented into the 51,000 square mile mosaic called “Alabama” 
are variegated chips of glamour, color, and excitement. At the dawn 
of the white man’s journey into that area, the Creek, Choctaw, Chick
asaw, and Cherokee Indians ruled the land. Vestiges of that era still 
remain in the burial mounds and poetically musical place names like 
Alabama, Coosa, and Tuscaloosa. Gold-stricken adventurers led by 
Hernando DeSoto four centuries ago tramped through primeval forests 
battling bugs and redskins. A short while later, as time goes, the first 
permanent white settlement was founded in 1702 at Fort Louis, near 
which the city of Mobile now stands. Then in 1819, Alabama became 
the twenty-second member of the westward-marching Union. In all, 
the flags of Spain, France, England, the Republic of Alabama, the 
Confederacy, and the United States have flown over the “Heart of Dixie.”
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“An economically underdeveloped area,” that unwanted 
label pinned justifiably on Alabama and the South only a 
few decades ago has dwindled in significance. Alabama 
is catching up with the nation. The wide gap in income 
has been reduced substantially. In 1930, per capita in
come in Alabama amounted to only 43 percent of the 
national average; it was 65 percent in 1957. Between 
those years per capita income climbed from $266 to 
$1,324, a gain of 400 percent. Most of the advance oc
curred in the forties. The pace slackened noticeably in the 
1950’s, once the powerful stimulus of World War II was 
largely spent. Fundamental shifts in Alabama’s economic 
structure in response to the War and other events explain 
the expansion in income. Dethroned was agriculture as 
the state’s principal producer of income. The new reign
ing monarch, manufacturing, is closely attended by the 
trade and service industries and governments.

Although Agricultural Income and 
Employment H o v e  Diminished .  .  .

Agriculture in Alabama and in the nation has been in a 
state of dynamic transition. Students of economic growth 
point out that nations tend to move through several evo
lutionary stages. In the earliest, primary or agricultural 
production dominates. The rise of manufacturing heralds 
the secondary stage, and government, trade, and services, 
the third. In Alabama the last two stages seem to be 
evolving more or less simultaneously. Agriculture ac
counted for one out of every five dollars of personal in
come obtained by Alabamians in 1929; latest available 
data indicate it provides only one out of twenty dollars. 
As other sources advanced more rapidly, Alabama’s 
agriculture fell from first to sixth notch as an income 
producer in the short span of three decades.

Mechanization, widespread use of improved fertilizers, 
better and more scientific production practices explain the 
astonishing gains in the nation’s farm output chalked up 
in the twentieth century. In 1900, one agricultural worker 
produced the farm production requirements for himself 
and five other people. Today, he supplies about twenty 
persons. While production soared, consumption of farm 
products trailed that of nonfarm products. In the aggre
gate, supply has tended to outrun demand, farm income 
has slipped relative to other sectors of the economy, and 
the need for farm labor accordingly has diminished.

One consequence of these happenings is that Alabama’s 
farm population declined by almost half between 1920 
and 1957 as people in search of better economic oppor
tunities have been on the march to the big cities within 
and outside the state. Recognizing the great drawbacks 
of one-crop specialization, moreover, Alabama farmers 
years ago began to diversify. Symbolic of this attitude and 
shift is the boll weevil monument in the City of Enter
prise. After destroying the cotton crop one year, the pest, 
like a catalyst, spurred distressed farmers to seek an alter
native crop. Broadly, however, the swing has been away 
from crops and into livestock. In 1925 about 87 percent 
of the state’s cash receipts from farm marketings came 
from crops. Last year, close to 60 percent came from 
livestock, especially cattle, broilers, hogs, and dairy 
products. An accompanying development is the rise in 
the amount of land going into pastures and woodland.

Within crops, too, the power of diversification is felt. 
Cotton, still the single most important crop by far, slowly 
but continually loses ground to peanuts, corn, soybeans,  ̂
and forest, greenhouse, nursery, and other products, \

Trade, Services, and Government 
Have Expanded

Alabama has evidently moved firmly into the second > 
stage of economic development, judging from the fact 
that manufacturing is now the state’s main producer of 
civilian income. Back in ’29, manufacturing contributed 
19 percent of Alabama’s income; by 1957, it had grown ! 
to 29 percent of the total. Manufacturing, moreover, 
only recently took the lead over agriculture in numbers 
employed. Manufacturing is dominated by relatively 
small establishments. Much of the capital for the more > 
or less traditional industries such as textiles and lumber 
came from local sources. An important part of the ex
pansion in manufacturing in more recent years, however, , 
has come from factories established in Alabama by 
national firms. Manufacturing’s progress has been tied 
in closely with the national boom and high level con
sumer spending, as well as the initiative, imagination, * 
and aggressiveness of expansion-minded Alabamians. ;

Measured by employment, Alabama’s principal indus
tries are textiles, primary metals, and lumber. The lead 
maintained by this triumvirate, however, has slipped 
slowly. In 1947, they employed two-thirds of the state’s 
manufacturing work force. Now it is about half. Lumber ) 
and textiles, both of which have been in the doldrums for f 
a number of years, experienced the greatest decline. 
Coming up as larger employers are the food, apparel, 
transportation equipment, and pulp and paper industries. 
The share of wages and salaries paid out by these indus- ! 
tries, moreover, doubled between 1939 and 1957 in 
striking contrast to a fall of a third in the “Big Three.”

Raw materials, markets, an abundant labor supply, ? 
and other cost considerations help explain the long, ; 
strong growth of manufacturing in Alabama. The first 
cotton mill, for example, was established in 1832 and the 
first blast furnace in 1818. The rare proximity of iron 
ore, limestone, and coal in the Birmingham area formed ' 
the natural foundation for the development of the im- f 
portant iron and steel industry. Abundant pine forests 
made almost inevitable the rise of lumbering and more 
recently the pulp and paper industry. A growing popula
tion and higher incomes provide both an ample labor 
force and a substantial market.

Government and trade and service enterprises have 
become increasingly important in Alabama’s economy- 
In 1929, they accounted for 47 percent of the total ; 
civilian income arising out of current production. By .
1957, the percentage had increased to 54. The greatest 
relative expansion, a doubling, occurred in the govern
ment sector. This third stage of economic development 
arises as a population becomes more urbanized and as j 
incomes rise. People then need more filling stations, 
beauty parlors, restaurants, and services offered by g°v' 1 
ernments such as schools, roads, and the like. Trade, 
service, and government activities in Alabama contribute 
a larger share of personal income than do agriculture 
and manufacturing combined.
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Consequently, Population Has Shifted
Essential to economic growth as producers and con
sumers is an adequate population. The population of 
Alabama today of 3,151,000 is 19 percent larger than 
that of 1930, an increase considerably smaller than that 
for the nation as a whole. Most of the gain occurred 
during the World War II decade. Since 1950, the popu
lation has advanced only 3 percent.

Alabama’s population is becoming more and more 
urbanized. The proportion of people living in rural 
areas has slowly declined and at the last census was down 
to 56 percent. A third of the state’s total population re
sides in the four metropolitan areas of Birmingham, 
Gadsden, Mobile, and Montgomery. Their population 
grew 30 percent between 1940 and 1950 in contrast to 
a gain of but 8 percent for the state. Since 1950, the 
metropolitan areas have continued to grow apace.

Catalysts to Economic Progress Are Banks
The more highly advanced a civilization, the greater its 
need for some kind of money. On the evolutionary road, 
man has traversed through several distinct eras in de
veloping money. Initially, he bartered, traded one com
modity for another. Stone-age Alabamian, whose 9,000 
year old remnants were recently found in a Jackson 
County cave, may have swapped a war-club for a wife. 
But barter sets narrow limits to trade. In the com
modity money age, fishhooks and shrunken heads and 
gold and silver doubled as money. But commodity 
money proved troublesome and inconvenient to handle. 
Next came the paper money, and finally, the credit age 
where commercial bank demand deposits function as 
money. Bank demand deposits today account for 80 
percent of the nation’s money supply.

Banks are financial middlemen. In them the dollars of 
large and small savers are pooled, then returned to the 
community as loans. Banks participate in one way or 
another in most business transactions, so as economic 
activity rises, the demand for their services swells. To 
serve the public, insured banks in the nation employ over 
a half million people and in Alabama about 6,000.

Banking in Alabama goes back at least to territorial 
days. The Planters and Merchants Bank at Huntsville 
was chartered in 1816, and in 1818 the Tombecbee Bank 
at St. Stevens and the Mobile Bank were established. 
In 1823, the Bank of the State of Alabama, owned and 
operated by the state, was incorporated with its main 
office at Tuscaloosa and branches at Decatur, Hunts
ville, Montgomery, and Mobile. In 1845, its charter ex
pired and the Bank was liquidated. In 1826, a branch 
of the Second Bank of the United States was established 
at Mobile. James Isbell organized in 1848 the first bank 
in Talladega, whose descendant is the Isbell National 
Bank of Talladega.

In this phase of history, when making a loan banks 
issued their own notes which circulated as money. By 
the mid-1800’s, however, they began crediting deposit 
accounts of their borrowers instead of paying out notes. 
In their quest for profits, banks more often than not over
extended themselves and ran into trouble. All too fre
quently, they were unable to redeem their notes and pay

their depositors cash on demand. They opened with few 
if any legal restrictions and often with very little capital. 
Under the circumstances, failures were a natural and 
common phenomenon.

In 1863, the National Bank Act was passed to reform 
the note issue and to strengthen the market for Govern
ment bonds. One of the first Federal charters granted 
in the South went to the First National Bank of Mobile 
in 1865. Other banks chartered early under Federal law 
were the First National Bank of Montgomery and the 
First National Bank of Tuskaloosa, both of which opened 
in 1871. In 1880, there were 39 banks in Alabama. 
These institutions had aggregate resources of $5 million 
and capital of $1.5 million. The number rose to 101 in 
1892, but many failed in the Panic of the following year.

Alabama banking advanced strongly in the twentieth 
century. In 1919, a year after the Birmingham Branch 
of the Federal Reserve Bank of Atlanta came into being, 
358 commercial banks with assets totaling $235 million 
were serving Alabama’s 67 counties. Thereafter, bank 
resources rose rapidly and with little interruption. Spur
red by fantastic business and government demands dur
ing World War II, Alabama bank assets in 1944 passed 
the billion dollar mark. The average bank in 1959 is 
appreciably larger than its ancestor of a generation ago 
and, more importantly, is far stronger and much more 
capable of serving society than ever before.

At the same time bank resources, deposits, and capital 
were soaring, history’s pages record a surprising contrary 
trend—a sharp fall in the number of banks in operation. 
When the economy bumped bottom in the Great De
pression, four out of every 10 banks in business in the 
peak year of 1928 vanished. Some merged, others were 
swept under in the disastrous economic storm. After the 
initial depression blast, Alabama banks stood up well 
under the severe strain. Essentially, the trend was the 
same throughout the territory served by the Birmingham 
Branch, which excludes several counties in South and 
Southeast Alabama.

Under the American dual banking system, some banks 
are chartered by the Federal Government, and others by 
their respective state governments. All national banks 
are required by law to be members of the Federal Re
serve System. State banks may join if they wish and if 
they meet the requisite standards and conditions. Al
though only half of the nation’s 13,500 banks are mem
bers, they hold four-fifths of all bank deposits and re
sources. Throughout the Birmingham Branch’s 41 years, 
nonmember banks have outnumbered members. The 
spread was widest in the prosperous 1920’s, then con
tracted sharply in the depression as the collapse among 
nonmembers outstripped that of members. The situation 
has changed little in subsequent years.

Another way of classifying commercial banks is by 
their par or nonpar status, that is, whether they clear 
checks presented to them at par or deduct exchange 
charges. Members of the Federal Reserve System cannot 
make exchange charges on checks forwarded to them for 
payment; nonmembers may or may not do so. In the 
Birmingham Zone, two out of three banks are on the 
Federal Reserve Par List, a higher proportion than that 
for the entire Sixth District. Actually, ever since 1946
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there have been more par than nonpar banks in the 
Birmingham Zone. The number of par-clearing banks 
has continued to increase in response to business demands 
and competitive conditions.

Aided By Federal Reserve Operations
Born of necessity, commercial banking has emerged as 
a potent contributor to the public’s welfare. The ex
pansion in this catalyst of economic activity had an in
evitable and strong impact on the nation’s central bank
ing system. The Federal Reserve, a young institution not 
quite 50, is America’s third central bank, the other two 
being the First and Second Banks of the United States. 
The Federal Reserve System is composed of a seven- 
man Board of Governors, 12 regional banks and 24 
branches, and 6,300 commercial banks. One of the 
regional Banks is the Federal Reserve Bank of Atlanta, 
which has branches at Birmingham, Jacksonville, Nash
ville, and New Orleans. These offices serve banks and 
the public in the Sixth Federal Reserve District, cover
ing the entire states of Alabama, Florida, Georgia, the 
southern parts of Louisiana and Mississippi, and the 
eastern two-thirds of Tennessee.

The Birmingham Branch was established on August 
1, 1918. In the beginning, it operated from rented quar
ters in the Comer Building. In March 1927, a move was 
made to the building on Fifth Avenue, North. Adjacent 
property was acquired in 1952. On that land the new 
building addition was erected adjoining the old but now 
completely renovated home. The necessitous acquisition 
of more efficient, larger quarters was a consequence of 
a heavily growing demand for the Branch’s services.

Guiding the Branch is a Board of Directors, com
posed once of five members but now of seven. Over the 
years, 44 distinguished Alabamians have lent their tal
ents to the central bank by serving on the Birmingham 
Branch Board.

The Branch has had five chief executive officers. A. E. 
Walker was Managing Director from the beginning until 
1932 and was succeeded by John H. Frye who retired 
in 1936; P. L. T. Beavers followed and remained as 
Branch head until 1952. Next came John L. Liles, Jr., 
presently Vice President and Cashier at the parent bank 
in Atlanta. Henry C. Frazer, the present Branch Vice 
President and Manager, was appointed in January 1954.

The public interest and not private gain is the pur
pose of Federal Reserve activities. On one level, the 
System is responsible for using its powers over the sup
ply and cost of money and credit to help achieve and 
maintain a high degree of production and employment 
and a stable dollar. Too much money in relation to the 
commodities and services available for sale results in 
excessive demands for labor, rising prices, and inflation. 
Too little creates deflation and contrary evils. On a sec
ond level, the Federal Reserve Banks directly serve their 
member banks, the Government, and the public. These 
latter operations occupy the major part of the Birming
ham Branch’s daily time.

Issuer of Currency and Coin
Through member and nonmember banks, the Birming
ham Branch supplies the money required by the public.

For that purpose, it carries a large inventory of Federal 
Reserve notes, silver certificates, U.S. notes, and coin. 
Federal Reserve notes, ranging in denomination from 
$5 to $10,000, account for 85 percent of the total non
deposit money in circulation. Currency and coin move 
into and out of circulation in response to changes in 
public demand. As commercial banks accumulate excess 
cash, they return it to the Reserve Bank for processing 
and storing.

In 1919, the Branch paid out to commercial banks in 
its Zone $26 million of currency and coin. In that same 
year, it received $29 million. These volumes are Lilli
putian in size compared with payments of $233 million 
and receipts of $205 million in 1958. Currency and 
coin circulation grew rapidly during the World War II 
years but has since slowed down. Paying out money is a 
relatively simple matter. A member bank’s order for, say, 
$100,000 is filled almost as easily as is an order for 
groceries at the super market. Few people are directly 
involved in the job. Processing money returned by com
mercial banks, on the other hand, requires more em
ployees and much time. Incoming currency and coin 
must be verified and sorted to separate worn-out money 
from that in good enough physical shape to be reused; 
finally, counterfeits must be sifted and turned over to the 
Secret Service for investigation.
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The best gauge of the Branch’s money work shows up 
then in the number of pieces of currency and coin re
ceived and counted. As a glance at the chart on this 
page shows, the volume processed has increased sharply 
since 1930 with the gain in coin overshadowing that in 
currency. Coin processed leaped tenfold between 1930 
and 1958, whereas the currency volume tripled. The 
amazing population upsurge, sales taxes, a blossoming 
coin vending industry, all have contributed to the phe
nomenal increase in the public’s demand for coin. At 
the same time, the rising popularity of checks has tended 
to hamper currency’s expansion

Processor of Checks
About the middle of the nineteenth century, demand de
posit money for the first time exceeded currency and 
coin in circulation. The margin has since widened a great 
deal. One side effect of the use of deposit money is that 
it created a new and now a tremendous job for banks. 
The check Mrs. Vulcan of Birmingham writes against her 
account and sends to an Eskimo mukluk dealer ifl 
Alaska is a claim on demand deposit money. Instead of
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boarding a missile bound for Alabama, presenting the 
check at the Peanut National Bank on which it was 
drawn and getting paid, the dealer simply deposits the 
check in the Iceberg National Bank for collection. From 
there it is air mailed to the Federal Reserve Bank Branch 
at Seattle; then it goes to the Birmingham Branch, to the 
Peanut National, and finally back to Mrs. Vulcan.

The Birmingham Branch receives checks from all parts 
of the nation. Its Check Collection Department, employ
ing about a fourth of the Branch’s work force, receives, 
proves, sorts, and quickly dispatches incoming checks 
to the drawee banks. The growth in check usage has 
been astounding. In 1921, the Branch processed 4.3 
million city and country items valued at $1.3 billion. 
Last year’s volume was 31 million checks worth $10.3 
billion. When Treasury checks and post office money 
orders are thrown in, the Branch’s check collection work
load rises by a fourth. Each day on the average in 1958, 
the Branch processed over 151,000 checks worth $44 
million. Aside from this, it also handles return items, 
collection drafts, and other non-cash items.

As proof of the growing popularity of this national 
passion, the number of checks written by individuals, 
businesses, and governments has risen at an annual rate 
of about 10 percent over the last decade. Last year 
Americans wrote around 10 billion checks and the num
ber, prognosticators believe, will rocket to over 20 bil
lion a decade from now. Anticipating that deluge, the 
Federal Reserve, the American Bankers Association, and 
machine manufacturers are working to devise a system 
of processing checks on high-speed electronic equipment.

Fiscal Agent for the Government
Besides serving commercial banks, the Federal Reserve 
Banks as fiscal agents do a lot of work for the Federal 
Government. The fiscal function deals largely with the 
management of the debt. The debt may be increased, 
reduced, refunded, or its average maturity may be al
tered. From the beginning, Federal Reserve Banks have 
performed fiscal operations for the Treasury. It was not 
until the early 1940’s, however, when a decentralization 
program was undertaken that the Birmingham Branch 
entered the field. Four people were in the Branch’s Fis
cal Department then; today, it has 24. Then, the Fed
eral debt stood at $112 billion; now it is $285 billion.

The Branch’s fiscal agency work was quite heavy in
1958. About 60 issues of Treasury securities maturing 
during the year were refunded. The Treasury also sold 
about half a dozen other security issues to raise new 
money to finance the Government’s operations. In con
nection with these financings, the Birmingham Branch 
processed 3,000 tenders and subscriptions received from 
commercial banks and others valued at more than a 
half billion dollars. The Branch during the year issued 
and delivered more than 203,000 U.S. Savings Bonds 
having a face value of more than $11 million. It handled
13,000 reissues of savings bonds as holders changed 
beneficiaries or made exchanges for other reasons.

Commercial banks that qualify may carry deposits of

the Federal Government. They credit this Treasury Tax 
and Loan Account for moneys received from tax collec
tions or sales of securities. The account is debited when 
the Treasury makes its periodic calls to transfer funds 
to its accounts at the Federal Reserve Banks. The Branch 
maintains a complete bookkeeping record of these trans
actions for the 149 depositaries in its Zone. In 1958, the 
Birmingham Branch handled 5,188 calls. This entailed 
sending out notices to depositary banks and collecting 
and remitting the funds of some $279 million to the 
Head Office of the Federal Reserve Bank of Atlanta for 
credit to the Treasurer’s account.

For the account of the Treasury, the Reserve Banks 
also verify and destroy worn out or unfit silver cer
tificates and U.S. notes. The Birmingham Branch began 
burning money in its newly installed incinerator early this 
year; in March it assumed the job, formerly done at the 
Head Office, for all five offices of the Federal Reserve 
Bank of Atlanta. On the average workday, a sizable sum 
goes up in flames and smoke.

The Branch’s Fiscal Agency Department serves com
mercial banks in the Zone in several ways. Most Govern
ment securities other than savings bonds carry interest 
coupons which must be clipped and presented for collection 
at the proper times. The Branch last year processed nearly
50,000 coupons worth in excess of $7 million. The 
Branch buys and sells and also makes telegraphic trans
fers of Government securities on request for the account 
of member banks. During 1958 the Branch handled a 
total of 900 purchase and sale transactions amounting to 
more than $58 million.

Other Services
The Birmingham Branch also holds the reserve accounts 
of and makes telegraphic transfers of funds for member 
banks in its Zone. It offers without charge public services 
of an educational nature, including films on money, 
banking, and economic subjects, and public speakers, 
and tours of its facilities. Tourist activity will likely pick 
up in the Branch’s new quarters.

There is, of course, a close tie between a department’s 
output and its inputs of machines and employees. Despite 
great improvements in equipment, the Birmingham 
Branch has had to add employees to keep up with the 
prodigious demands for services stemming from fiscal 
work and the state’s striking economic progress. When 
the Branch opened, 12 officers and employees were suf
ficient. The number tripled by 1930, multiplied further 
during World War II, and now stands at 207.

The Branch's Role in Tomorrow's Progress
In its new home the Birmingham Branch of the Federal 
Reserve Bank of Atlanta is better prepared to render 
services than it has been in many a year. If past per
formance is any guide to future events, the Branch will 
continue to provide capable and efficient services to the 
United States Government and to the banks, businesses, 
and people in the expanding state of Alabama, the
Heart of Dixie. B asil A. Wapensky
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