
mand deposit turnover and various combinations of the 
bank characteristics chosen— asset and liability ratios, total 
deposits, and size of city— as well as relationships among 
these characteristics.

The results of this investigation were disappointing. 
For the District as a whole, total deposits were somewhat 
more closely correlated with turnover than our tabular 
presentation had indicated, accounting for slightly less than 
a fourth of the variation in turnover. Other characteristics, 
city size and asset and liability ratios, generally showed 
weaker correlations with turnover. Those that were more 
highly correlated with turnover were also more closely 
related to deposit size, making them less useful as explan
atory variables. Including characteristics other than total 
deposit size contributed little to an explanation of differ
ences in turnover rates.

Perhaps bank characteristics, at least the ones chosen, 
were rather poor substitutes for the characteristics of 
checking account holders. There was the possibility, how

ever, that meaningful relationships existed in certain groups 
within the District. Several subgroup tests were made to 
ascertain this. Further analysis employed multiple regres
sions, for the most part, to relate turnover to bank 
characteristics.

Since turnover was more closely related to bank size 
than to any other single factor measured, banks in each 
deposit size class were grouped together. Within eight 
groups some fairly strong relationships were uncovered 
which had been “washed-out” by combining all 404 banks 
into one group.

Size of bank was much more closely related to turnover 
among the large banks ($100 million and over) than in 
the group as a whole. This may reflect the more important 
role of business accounts at these banks. At larger banks 
the percentage of business deposits is probably more di
rectly related to bank size. Given the higher rate of turn
over of business accounts, this would explain the closer 
relationship between size and turnover. Consistent with

continued on page 82

Southern Consumer Markets- 
Growing, but Changing

The ultimate goal of most economic activity in our mod
ern economy is the satisfaction of human needs and 
wants. The remarkable ability of our economy to grow 
along with the insatiable appetites of consumers is one 
measure of its success. Thus, one mark of economic 
progress in the South is the growing level of consumption.

Each year, about two-thirds of the growth in the na
tion’s output of goods and services is channeled to con
sumers. While higher prices generally account for some 
of the increase in consumer purchases, gains in per capita 
income in recent years have advanced at a much faster 
rate. Since 1955, consumer price increases have averaged 
less than 2 percent per year, compared with a national 
growth rate of over 5 percent in per capita incomes. In
comes in the South advanced even faster, so that the 
Southerner’s economic well-being improved considerably.

Changes in consumer buying habits, along with shifts 
in the population-mix, affect the size, structure, and loca
tion of markets for various consumer goods. For the most 
part, changes in the buying habits of Southerners have 
resembled those of consumers elsewhere. Differences in 
the level of per capita income, as well as its rate of in
crease, affect consumption patterns. While the Southerner’s 
income has been increasing at a faster rate, he still falls 
about $600 per year short of the national average. Fur
thermore, differences in population characteristics— age 
distribution, ratio of rural-to-urban consumers, etc.— 
also affect spending.

Let’s look more closely at the South—particularly the 
Sixth Federal Reserve District, or Alabama, Florida, 
Georgia, and parts of Louisiana, Mississippi, and Ten
nessee. Just how does the Southerner spend his money?

What changes in his spending habits have occurred in 
recent years?

Population and Income Increase

According to the latest data available from the Censuses 
of Business on retail trade, Sixth District consumers re
sponded to rising incomes between 1954 and 1963, as 
one would expect. While they continued to increase their 
spending at retail stores, the proportion of their income 
spent in this manner actually declined. Incomes advanced, 
on average, about 8 percent annually, compared with 
6 percent for retail sales. Part of the reason for the 
smaller increase in retail sales was accounted for by con
sumers’ expected higher rate of saving and a faster rise 
in outlays for services. Savings at selected financial in
stitutions of individuals in the District rose by an annual 
average rate of 16 percent over this period. Consumers 
also increased their spending on selected services such as 
recreation and repairs by about 10 percent per year.

Major factors determining the size of a consumer mar
ket are the number of consumers and per capita income 
growth. Throughout the 1954-63 period, the District’s 
population grew by an average of 3 percent. If per capita 
spending had remained at the same level, the growth in 
population would have accounted for approximately three- 
fourths of the rise in total retail sales. But with incomes 
rising faster than population, per capita incomes and 
spending also advanced.

Changes in total population explain only part of the 
changes in total sales. Markets for specific types of con
sumer goods and services also respond to variations in the
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composition of population. Although no two consumers 
are likely to spend their money in exactly the same way, 
certain segments of the population generally follow 
similar spending patterns. Younger consumers will spend 
their incomes in a different manner than older persons. 
Individual and family needs and wants vary widely with 
the number and ages of children and the location of the 
family’s residence.

As can be seen from the population pyramid chart, 
most of the District’s population increase during the 
1950’s occurred in the nonproductive age groups. The 
number of 20-year-olds actually decreased, while those 
between 30 and 50 increased only slightly. The age groups 
of 50 and above gained in relative importance. For the 
first census period since data became available, the Dis
trict experienced a net increase in population from 
migration, the entire gain being in the Sunshine state. 
These shifts greatly affected consumer markets.

In order to see what effect higher incomes have on sales, 
it is helpful to remove the influence of population growth 
and look at per capita sales. With incomes and spending 
rising faster than population, per capita sales rose 30 
percent, from $841 to $1,096, between 1954 and 1963. 
Alabama and Mississippi advanced the most rapidly, but 
remained below the other District states in actual level 
of per capita sales. Florida advanced the least, percentage
wise, but moved to a level $300 above the District aver
age. The varying rates of growth in sales mainly reflect 
differences in per capita income growth.

Spending Patterns Change
The lower the consumer’s income, the more restricted he 
is in his buying; he must purchase the essentials first. As 
his standard of living rises, he buys more items that are 
not actually necessary. The way he spends his additional 
income is reflected in changes in retail sales by type of 
business.

With the exception of the general merchandise group, 
all categories of retail trade expanded more rapidly in 
the Sixth District than throughout the nation between

Distribution of Population, by Age and Sex
Sixth D istrict S tates, 1S50 and 1960
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The D istrict’s  total population in 1960 exceed ed  the 1950 level, 
but the growth w as primarily in younger and older age groups.

1954 and 1963. The rate of expansion of this group in 
other areas, however, was only slightly faster and prob
ably reflects the greater concentration and importance of 
department stores in those areas. The proportion of retail 
sales accounted for by sales of this group are about the 
same in this District as in other parts of the country.

The fastest growing sector of retail spending in recent 
years has been automobiles. Outlays for automobiles and 
parts in this District advanced nearly 70 percent from 
1954 to 1963 and also increased as a percent of total 
sales. New car registrations rose by one quarter million. 
Instalment loans at commercial banks have aided the rise 
in sales, automobile loans accounting for most of the in
crease in instalment debt at District banks in recent years. 
Accompanying the growth of car sales was an 83-percent 
surge in sales at gasoline service stations.

Both automobile and gasoline service station sales claim 
more of the District’s retail dollar than the nation’s. In the 
South, with the population scattered over a wider area, 
the automobile is a more popular mode of transportation 
than in some other areas of the country.

Food stores take the largest share of the retail dollar, 
however. Their sales increased about 7 percent annually 
from 1954 to 1963. Spending for basic items such as 
food generally declines in relative importance as incomes 
rise. Does this mean the District consumer has not be
haved as he should? Not necessarily.

A large part of this increase was accounted for by the 
surge in sales of convenience and prepared foods and non
food items. Many housewives, if not the breadwinners, 
would probably vote for “TV” dinners as one of the 
greatest discoveries of modern science.

The District consumer is not unlike his national coun
terpart, who also allocates the largest share of his retail 
dollar to purchases at food stores. The average U. S. con
sumer, however, spent the same proportion of his dollar 
at food stores in 1963 as he did in 1954, while in this 
District, food sales gained in importance. Consumers in 
the nation spent more on food eaten away from home.

Increasing less rapidly and actually declining as a 
percent of total sales in both this District and the U. S. 
were the (1) lumber, building materials, and farm equip
ment, (2) apparel, and (3) furniture and appliances 
groups. While consumers have apparently increased 
spending rather rapidly on furniture, household furnish
ings, and appliances, some shift in the type of store 
making the sales has taken place. The trend is toward 
large department stores which carry complete lines of 
most consumer durable goods. (In the census classifica
tion, these sales show up in the general merchandise 
group.) Sales at this type store in the District increased 
about 7 percent during each of the years in the 1954-63 
period and now account for 12 percent of the retail sales 
dollar. Increased apparel sales at larger department stores 
no doubt contributed to the slower growth of sales at 
apparel specialty shops.

Urbs and Suburbs Shift
One of the most significant changes in consumer markets 
in recent years has been the changing location and con
centration of sales resulting from the continuing rural-to- 
city migration. To the extent that population shifts also
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reflect movements toward better paying jobs, sales should 
increase at a faster rate in those areas experiencing the 
greatest influx of population.

We know from previous trends that growth in urban 
population has been accompanied by a corresponding con
centration of sales in those areas. Until around 1940, 
there were consistent population increases in the city 
proper. Then, the upward movement of incomes and the 
growth in automobile sales during the 1940’s and 1950’s 
made moving to the suburbs possible. Since then, the 
suburbs have grown more rapidly than other areas.

With this development, the suburban shopping center 
has become more important than Main Street. Aside from 
the mere relocation of the central market place, its char
acter has changed. The suburbanite is probably younger, 
better educated, and has more children than his city con
temporary. More than likely, he is also in a higher income 
bracket. This tends to lower the average income of his 
old neighborhood and enhance that of his new one. Living 
farther from work, his and his family’s needs are apt to 
be different from his city cousins’.

The most complete data available for studying these 
trends in the District is by Standard Metropolitan Statis
tical Areas (SMSA's). In addition to one or more central 
cities, the SMSA also includes an urban fringe, the “su
burbs.” These fringe areas grew, on average, about three 
times as fast as the District’s total population during the 
period under study and about 1.5 times as fast as the 
SMSA’s. On the other hand, central cities were pressed 
to merely match the growth in total population.

In order to analyze the shifts in sales associated with 
varying rates of population growth, we determined the 
average relationship between the percentage changes in 
population and retail sales for the SMSA’s as a whole, 
the central city, and the suburban area.

The degree of association between percentage changes 
in population and sales is shown in the accompanying 
charts. The dotted lines show the average relationship be
tween population and sales changes. The solid lines divide 
the chart into equal parts so that any point on it repre

sents the intersection of equal amounts from the horizontal 
and vertical scales. Thus, the closer together the two lines, 
the more a percentage change in population is accom
panied by an equal percentage change in sales.

What, then, do these charts tell us? For one thing, 
they show that from 1954 to 1963 changes in total SMSA 
retail sales closely paralleled changes in population. Sig
nificant differences appear, however, when the central city 
and the suburb are considered separately. Sales in central 
cities increased more slowly than population growth would 
indicate. On the other hand, sales in the rapidly expanding 
suburbs advanced considerably more than would be ex
pected from the increase in population alone.

Why did these differences occur? In addition to popula
tion, total consumer spending is also dependent on the 
level of income. While sufficient local information is not 
available for comparing income levels in central cities 
and suburbs, a recent Department of Commerce study for 
the U. S. shows a considerably higher median family in
come for the average suburban family than for the city 
family. If the District’s suburban areas follow this same 
pattern, and there is every reason to believe that this is 
the case, the higher income level of the suburban family 
explains the more rapid increase in sales for these areas.

We can conclude that the rapid expansion in suburban 
markets reflects faster population growth and a more than 
proportionate concentration of buying power.

What can we expect in the future? The continued sub
urbanization and expansion of the District’s consumer 
markets are almost certain. Official estimates place the 
population of the six District states at approximately 31 
million in 1980, up nearly 35 percent from the present 
level. If the same trends continue, nearly three-fifths of 
the population will live in the region’s 27 metropolitan 
areas, with the suburbs expanding more and more rapidly. 
The result may be the overlapping of suburbs so that a 
number of multi-cities will emerge. The number of indi
vidual markets will also widen as advances in income 
continue to raise the South’s standard of living.

Joe W. M cL eary

Population and Retail Sales Changes
Sixth District M etropolitan Areas

Retail sa le s  generally sh ift with population  
m ovem ents. The dashed line show s the aver
age relationship from 1954 to 1963 between  
percent ch an ges in population and sa les  for 
the D istrict’s m etropolitan areas. The solid

line ind icates the relationship that would exist 
if a change in population alw ays exactly  
m atched the percent change in sa les. The 
relationship w as fairly good for the SMSA’s, 
but im portant differences were found for the

central c itie s  and suburbs when considered  
separately. Sa les in central c itie s  expanded  
le ss  rapidly than population sh ifts  would in
d icate, w hile sa les  in suburbs increased more 
rapidly.

Standard Metropolitan 
__ Statistical Areas
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