
Hesitant Recovery in Alabama
When we discussed Alabama’s economy in this Review 
last summer, it seemed that the state would soon be ex
periencing record levels of employment as well as of 
income. But it turned out that nonfarm employment, ad
justed for seasonal variation, rose sharply only through 
July 1961, a mere three months after recovery got under
way. This measure increased slightly between July and 
November, then declined steadily through March. At this 
point it stood barely above the recession low, whereas it 
increased 5.7 percent in the comparable months following 
the 1957-58 recession.

Personal income also began to increase after April
1961. It continued to expand until November as the 
average number of hours worked each week and hourly 
earnings in manufacturing advanced beyond the rise in 
employment, then dropped substantially in December and 
January. Both personal income and manufacturing em
ployment rebounded in February, and the latter declined 
only slightly in March.

What accounts for this marked hesitancy in Alabama’s 
recovery? A look at the charts reveals part of the answer. 
Recovery nationally has been moderate, and major indi
cators show that Alabama’s economy has become quite 
sensitive to national developments. Nonagricultural em
ployment and personal income in Alabama began to turn 
up two months after the February 1961 trough of the 
national recession. Nevertheless, they increased in roughly 
the same proportions from February through November 
as in the nation. Toward the close of the year, economic 
activity in Alabama weakened in contrast to further 
expansion nationally, but since January 1962 has recov
ered part of the lost ground.

Before looking at the factors that caused relative weak
ness in income and employment in Alabama after No
vember, let us review developments that took place up 
through that month. Improvement in the manufacturing 
sector, particularly in iron and steel, and in related coke 
and coal production led the recovery that took place 
through mid-summer. Consumers, judging from the be
havior of the seasonally adjusted index of retail sales 
developed by the University of Alabama’s Bureau of 
Business Research, tended to strengthen recovery forces 
by sharply increasing their spending as incomes rose.

If the initial recovery rate was to be sustained, further 
stimulation from outside the state was apparently needed. 
A strong enough stimulus, however, was not forthcoming. 
A slower rate of increase in national industrial produc
tion and a temporary standstill in manufacturing employ
ment were mirrored in Alabama’s manufacturing activity. 
Most segments of the state’s manufacturing employment 
changed little from July through November. Employment 
in primary metals began to turn down after August, but 
because of new short-term contracts, there were offsetting 
employment gains in transportation equipment in the 
Birmingham area.

Employment in activities other than manufacturing also 
changed little during this period, after seasonal adjust
ment. Notably, state and local government employment,

Recovery in Alabama's economy since last spring has been 
w eaker than in the comparable period following the 1957*58 
recession.

Various indicators reveal the sensitivity of Alabama's 
economy to the nation's; special circumstances account for 
weakness in income and employment in the state around the 
turn of the year.
Percent >961»100, Seas. Adj. Percent

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

May 1962



which continued to expand without interruption during 
the recession, leveled off after schools reopened in Sep
tember.

The relative weakness that prevailed in Alabama’s 
economy after November was centered in iron and steel 
production. Expanding at about the same rate as nation
ally until the fourth quarter of 1961, output in this sector 
dropped off substantially after October, while increasing 
further in the U. S. as a whole. This divergence probably 
reflects differences in the product mix of Alabama mills 
and those in the North. The latter tend to produce greater 
proportions of rolled steel products, and with auto pro
duction strong during the fourth quarter of 1961, the de
mand for sheet steel was relatively high. Alabama’s steel 
manufacturers, on the other hand, specialize in pipes, 
wires, bars, and rails. Because imports of some of these 
commodities competed vigorously with domestic produc
tion, Alabama’s steel output may have been particularly 
affected. The sharp drop-off in seasonally adjusted non- 
farm employment in January was largely attributable to a 
labor dispute in iron and steel foundries. Then, too, bad 
weather reduced employment in some other areas of 
production.

By February, however, striking iron and steel workers 
returned to their jobs, and manufacturing employment 
increased more than seasonally. Although a decline in 
nonmanufacturing employment was more than offset
ting, personal income and retail sales rose sharply.

Recent signs of improvement in economic activity and 
past responsiveness to changes at the national level sug
gest that Alabama will make further gains this year, pro
vided the U. S. economy continues to advance. The early 
settlement of a labor contract in steel should have a sta
bilizing influence on the state’s economy. At least we can 
be confident that economic activity will not be affected by 
a speculative buildup of steel inventories followed by a 
major national strike, such as occurred in 1959. Just 
how much steel production will increase, however, is hard 
to predict, especially since the impact of greater foreign 
competition is hard to assess. At least one large contract 
order—an oil pipeline scheduled to be laid between Texas 
and New York— should improve Alabama’s steel output 
this year.

In construction activity some promising factors are also 
evident. Highway construction apparently is continuing 
to boom, which should help Alabama’s cement industry. 
A statewide program of improving and expanding airport 
facilities is underway. Various water projects in northern 
Alabama are slated to bring in Federal expenditures in 
the fiscal year beginning July. All these activities should 
be reflected in nonresidential construction contract awards. 
During the eight months ended February 1962, such 
awards measured 25 percent less than in the comparable 
months of a year earlier because of a decline in the public 
works and utilities component.

Differences in economic structure among various areas 
of Alabama make it improbable that developments in 
1962 will be uniform throughout the state. This has been 
illustrated in the past. For example, from 1960 to 1961, 
the Tennessee Valley, which includes the tri-city area of 
Florence, Sheffield, and Tuscumbia and Huntsville,

showed rapid growth compared with the state as a whole. 
Mobile, where growing pulp and paper and chemicals 
industries are located, fared better in 1961 than the 
industrial cities of central Alabama.

A lbert  A . H irsch

This is one of a series in which economic developments in each of the Sixth 
District states are discussed. Developments in Georgia’s economy were analyzed 
in the April R e v ie w , and a discussion of Mississippi’s economy is scheduled 
for a forthcoming issue.

RECESSION TO RECOVERY
(Continued from Page 4)
the techniques to be used in executing policy.

The record since early 1960, if it does nothing more, 
demonstrates once again that monetary policy making re
mains a complicated and difficult task. Policies adopted, 
and techniques used to execute these policies, may be 
appropriate at one time and inappropriate at another. 
The economic environment itself provides a setting, and 
since that environment is affected not only by the deci
sions of millions of Americans but of people throughout 
the world, the constant changes that take place are not 
always easily predictable. Only through flexibility can 
monetary policy be adapted to the continually changing
economic scene. „  _  _

Charles T. T aylor

Bank Announcements
The First N ational Bank o f Belleair Bluffs, Largo, Florida, a 
newly organized m em ber bank, opened fo r business on A pril 13 
and began to  rem it at par fo r checks drawn on it when received  
from  the Federal R eserve Bank. Officers are H arold H. Under
w ood, President; W illiam S. D ew s, Vice President; Paul P. 
M orse, Cashier; and Jam es A . Peterson, A ssistant Cashier. 
Capital totals $350,000, and surplus and undivided profits, 
$420,000.

On A pril 15, the Social C ircle Bank, Social Circle, Georgia, 
a nonm em ber bank, began to  rem it at par. Officers include 
Cleon E. M oore, President; E. L. Sanders, Executive Vice 
President; Sidney Berger, Vice President; and M ary S. Chandler, 
Cashier. C apital totals $50,000, and surplus and undivided  
profits, $99,109.

The table on Debits to Ind ividual Demand Deposit Accounts, which 
has been omitted this month, is scheduled to reappear in the June 
REVIEW . Copies of the current table are  ava ilab le  upon request to 
the Research Department of this Bank.

REVISION IN SIXTH DISTRICT STATISTICS
Beginning w ith this issue, the statistical table on page 7 is pre
sented in a revised form , making it possible for us to show addi
tional statistical series and, in some cases, more up-to-date infor
mation.

Appearing for the first time are the follow ing statistical series: 
instalment credit at commercial banks; construction employment; 
farm  employment; insured unemployment; average w eekly hours 
worked in m anufacturing; and member bank loans and deposits 
in leading cities. The furniture store sales indexes and the turnover 
of demand deposits w ill no longer be shown.

A ll indexes have been changed from the 1947-49 base to the 
new standard base of 1957-59, recommended by the Bureau of 
the Budget and generally being adopted by organizations prepar
ing indexes. These indexes are presented as percentages of the 
average during the base period, i.e., 195 7 -5 9 =  100. Data for the 
preceding months not shown in the table may be obtained upon 
request from the Research Department of this Bank.
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