
G r o w i n g  M e t r o p o l i t a n  A r e a s  
P r o f i l e  A l a b a m a ' s  E c o n o m y

If you asked Alabama bankers and business lead
ers how the state’s economy performed in 1967, 
their answers would probably differ. Some might 
say that continued gains in most sectors indicate 
a reasonably good year. Others might point to 
slowdowns as underlying weaknesses.

Since there is no single and comprehensive 
gauge of economic performance acceptable to 
everyone, these differing opinions are not con
tradictory. A look at the common indicators 
shows that economic trends in Alabama last year 
were more mixed and diverse than usual. We will 
first look at the state’s overall performance last 
year and then trace the trends in major areas 
around the state.

R e a s o n s  fo r  P e s s im is m

Those persons who have followed the state’s 
glowing gains since the current economic expan
sion began in 1961 may view last year’s perform
ance with questioning pessimism. Some of Ala
bama’s basic economic barometers that have ad
vanced rapidly since that time were less buoyant 
last year.

Employment gains, a frequently used and as
sumed reliable indicator of business activity, were 
not as large for the state from 1966 to 1967 as in 
earlier years. Total nonfarm employment grew

only about one percent, considerably slower than 
the 4-percent average annual rate from 1961 to
1966. Much of the reduced pace was attributable 
to the manufacturing sector which experienced 
a slight decline in jobs last year. With employ
ment down, manufacturing payrolls advanced at a 
slower pace than the average yearly gain be
tween 1961 and 1966.

Bank debits, a measure of checking account 
activity at banks, fluctuated widely during the 
year. For the entire year this indicator, which 
reflects underlying economic conditions as they 
affect checkbook spending, increased about 7 per
cent over the 1966 level. Although a respectable 
gain, it was below par, compared with the aver
age of nearly 12  percent in the earlier expansion 
years. Deposit and loan growth at Alabama banks 
was also slower last year.

Thus, it is easy to understand why some per
sons might interpret these developments as a 
setback to Alabama’s long economic expansion. 
There is another side to the story, however.

O p t im is m  R e ig n s

Some other reliable indicators suggest that the 
state’s economy performed very well in 1967. Al
most everyone would agree that with over $595 
million added to the pocketbooks of Alabamians
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Although most sectors expanded last year, gains were smaller 
than in previous years of the current expansion.

Percent Change 
- 5  0 + 5  +10 +15

(according to this Bank’s estimates) it must have 
been a fairly good year after all. In percentage 
terms, this 8.2-percent annual rate of gain was 
close to that of previous years of this expansion. 
And, although employment gains were slower, the 
number of jobless workers remained low.

The slower pace of activity in some sectors 
was a reduction in the growth rate and not an ac
tual decline. Furthermore, by the end of the year 
it appeared that economic activity was again 
accelerating in most sectors, leading to optimistic 
expectations for the months ahead. Another in
terpretation of Alabama’s performance in 1967 
might be that the slower upward movement in 
some sectors represented adjustments in prepara
tion for increased momentum in coming months.

Whether we take the optimistic or pessimistic 
view, the underlying strengths and weaknesses in 
the state’s overall economy may show up clearer 
by tracing developments in a few key areas.

G ro w th  a n d  Im p o r ta n c e  o f  

M e tr o p o lit a n  C e n te r s

Most current data are for major metropolitan 
areas only, and these will be used for this study. 
This does not mean that nonmetropolitan areas 
are unimportant.

Major urban areas are designated by the 
Bureau of the Census as standard metropolitan 
statistical areas. To qualify as a SMSA, the area 
must include a county or group of adjoining 
counties with similar economic characteristics 
and a total population of 100,000 or more and at 
least one city of 50,000 or more. Alabama has six 
such areas.

According to the latest Census reports, Ala
bama’s six metropolitan areas are growing more

rapidly than nonmetropolitan areas. Between
1960 and 1965, these areas experienced a popula
tion increase of 7.7 percent, compared with a 6 .8- 
percent growth rate for the state. Nearly one-half 
of Alabama’s residents now live in these six areas. 
In 1940 the proportion was only about one-third.

By far, the fastest growing area was the Hunts
ville metropolitan area. From 1960 to 1965 its 
population grew 45.5 percent, about five times as 
fast as Tuscaloosa, which was in second place 
with an 8.3-percent increase. Next was Mobile, 
with a gain of 7.7 percent, the same as for all the 
SMSA’s.

Birmingham and Montgomery grew more 
slowly in population than the other metropolitan 
centers and the state. Gadsden’s population, on 
the other hand, declined 3.1 percent during this 
five-year period.

Population changes result from natural causes 
(births compared with deaths) and net migration 
(persons moving away compared with persons 
moving in ) . The state lost residents from migra
tion between 1960 and 1965, but the natural in
crease was large enough to result in an overall 
net gain in population. Considering all the 
SMSA’s together, the same trend was discernible. 
When considered separately, only Huntsville and 
Tuscaloosa—the fastest growing areas in popula
tion—witnessed increases from net migration. 
Gadsden’s loss of population from migration was 
larger than the natural increase so that the 
area’s overall population declined.

Since people usually live and work in the 
same area, it is not surprising that Alabama’s 
major metropolitan areas are also important in 
terms of employment. About one-half the state’s 
nonfarm jobs are concentrated in its six SMSA’s. 
Therefore, accounting for roughly half the state’s 
population and jobs, it makes sense to see if 
statewide developments can be related to specific 
occurrences in these areas.

Alabama’s Population Growth, 1960-65

1960 1965 
(Thousands)

Percent
C hange
1960-65

Percent 
of State, 

1965

State 3,267 3,489 

S tandard  Metropolitan  S tatistica l A reas

6.8 100.0

B irm ingham 635 644 1.4 18.5

G adsden 97 94 -3.1 2.7

H un tsv ille 154 224 45.5 6.4

M obile 363 391 7.7 11.2
M ontgom ery 200 207 3.5 5.9

T usca loo sa 109 118 8.3 3.4

A ll S M S A ’s 1,558 1,678 7.7 48.1

O utside  S M S A ’s 1,709 1,811 6.0 51.9
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A l a b a m a ' s  S t a n d a r d  M e t r o p o l i t a n  

S t a t i s t i c a l  A r e a s
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*Demand deposits of individuals, partnerships, corporations, and state and political subdivisions.

**No percent change recorded.
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V a r y in g  P a t te r n s  o f  L o c a l A c t iv ity

Changes in economic activity at the state level 
reflect widely differing developments in local 
areas. To point up these differences, we can use 
changes in employment for 1967, compared with
1966 for the state and the various SMSA’s.

Take, for example, Alabama’s slowdown in non- 
farm job gains and the decline in the manufactur
ing sector last year. When these aggregate figures 
are dissected, it becomes clear that developments 
in Huntsville and Mobile were largely respon
sible. Total nonfarm employment declined by 3.2 
percent and 4.1 percent in these areas, respec
tively, from their 1966 levels.

Huntsville’s manufacturing and nonmanu
facturing sectors suffered decreases, with the 
former experiencing the largest setback. Employ
ment in the food and kindred products industry 
was the chief cause. Declines in the nonmanu
facturing sector were centered in the service and 
the miscellaneous employment categories, prob
ably reflecting the cutback in aerospace contracts.

Mobile also experienced a drop in employ
ment in 1967 in the manufacturing and nonmanu
facturing sectors. In the nonmanufacturing sector 
Federal Government employment was the chief 
cause, reflecting primarily the phase-out of the 
Brookley Air Force installation. Shipbuilding and 
repair employment also recorded decreases. 
Transportation, communication, and utilities and 
trade gained in employment.

Other SMSA’s increased in employment last 
year. However, the trends among the areas were 
mixed. Montgomery made a healthy advance in 
overall employment, with most of the strength 
coming from the nonmanufacturing sector. Trade 
and government employment were particularly 
strong.

Birmingham’s nonmanufactuimg sector made a 
good showing last year, but the manufacturing

sector fell off. Transportation equipment was the 
main reason. Birmingham’s important primary 
metals industry expanded in employment, how
ever.

Another indicator now available for SMSA’s is 
bank debits, which reflects all types of spending 
by check. As such, it is generally considered a 
reliable indicator of local overall business con
ditions. Tuscaloosa showed the largest gains over 
the year, 10 percent, and Birmingham and Mobile 
were about even with the state average of 6 per
cent. The others, however, were below the state 
average, with Gadsden dropping by 5 percent. 
Demand deposits of individuals, partnerships, and 
corporations at banks followed the same trend 
as bank debits in the various metropolitan areas.

C h a r t in g  A la b a m a ’s  F u tu re

Banking activity, along with other indicators of 
business conditions, suggests that Alabama’s 
economy weakened in early 1967, as did the na
tional economy. However, with most segments 
still advancing, the economy turned in a respect
able performance last year. And, if the consensus 
on the nation’s economic prospects proves ac
curate, Alabama can look forward to another good 
year in 1968, but with differences in geographical 
areas and segments of the economy.

J oe W. McLeary

This is one of a series of articles in which economic 
developments in each of the Sixth District states are 
discussed. Developments in Florida’s economy were 
analyzed in the October 1967 REVIEW, and a dis
cussion of Georgia’s economy is scheduled for a forth
coming issue. • Copies of A REVIEW OF FLOR
IDA’S ECONOMY, 1959-67, and A REVIEW OF 
MISSISSIPPI’S ECONOMY, 1960-67, are now avail
able upon request to the Research Department, Fed
eral Reserve Bank of Atlanta, Atlanta, Georgia 
30303.
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