
Prosperity Slows Industrial Growth

Viewed from the emulous tradition of the South, 
the overall performance of the District’s indus
trial sector last year was nothing to crow about. 
To be sure, the District’s economy managed to 
stay on the growth path in 1968, thus participat
ing in the nation’s record eight consecutive years 
of prosperity. But the overall growth, measured 
in terms of nonfarm employment, did not out
perform that of the nation; nor did it outpace its 
own 1967 record. It just paralleled the average 
growth of the nation in 1968.

As was the case for the nation as a whole, ex
pansion of District industry was hampered by 
capacity limitations imposed by supplies of capi
tal and labor, particularly of labor. Throughout 
the year, the District’s overall idle labor force 
was down to an almost irreducible minimum 
rate—3.3 to 4 percent—and even lower in the 
large metropolitan areas. In addition, the South
east’s economy was influenced by a slowing down 
in some phases of the national economy and by 
some industrial disturbances that were nation
wide in scope.

In retrospect, the District’s economy resumed 
a vigorous expansion at the end of 1967. But 
this expansion was soon held back by limits on 
labor resources. By January 1968, the District’s 
overall unemployment rate had already declined 
to 3.7 percent, and the manufacturing sector’s 
average workweek had climbed to 41 hours. 
Labor market conditions remained tight through
out 1968.

District Industry Feels the Pinch

The broadly diversified industrial base of the 
District economy was not without mixed bless
ings last year. While the District’s industries as 
a whole benefited from the nation’s long unin
terrupted prosperity, they also shared with the 
rest of the nation some of the industrial disturb
ances. The labor union contract of the nation’s

steel industry was due for renewal last July, and 
the District’s primary metal industry employment 
underwent another seesaw game. When the wide
ly expected steel strike was finally averted in 
July, the subsequent slowdown in steel produc
tion forced a curtailment in the District’s pri
mary metal employment in the latter half of
1968. Because of its heavy concentration of steel 
mills, Alabama’s industrial economy in general, 
and Birmingham’s in particular, were adversely 
affected by the general sluggishness in steel 
business in the last half of the year. This down
ward trend was finally reversed in November.

While the exact nature of the economic impact 
arising from the de-escalation of the U. S. Manned 
Space Flight program is yet to be assessed, several 
areas in the District have been affected, in vary
ing degrees, by reduction in spending on space 
exploration. Huntsville, Alabama, where the 
Marshall Space Flight Center is located; New 
Orleans, where a big test facility is located; and 
Cape Kennedy, the launching site, have reported-

Growth of District manufacturing employment 
leveled off in first half 1968. Employment 
strength shifted in the second half from non
manufacturing to manufacturing.
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ly lost employment in space-work related areas. 
Defense activities in the District, as measured 
by the amount of defense prime contract awards, 
however, were only slightly down from the 1967 
level in the first half of 1968. Its share of the 
nation’s total awards appears to have changed 
little last year.

Overall Growth of Industry

Even though overall growth in the District in
dustries, as measured by growth of nonfarm em
ployment, matched that of the U.S., District 
business activity did not follow the ebb and 
flow of the national economy in exact timing and 
magnitude. During the first six months of 1968, 
the District outpaced the nation in nonmanufac
turing job gains, while it was outperformed by 
the nation in manufacturing job increases. Be
ginning in July, however, District employment 
strength shifted to manufacturing.

For the entire year, a rapid expansion in the 
District’s trade, public utilities, and Federal and 
local government employment accounted for most 
of the increases in nonmanufacturing employ
ment. Within the manufacturing sectors, the 
fabricated metals and transportation equipment 
industries scored the largest employment gains— 
about 5 percent each. Resurgence in construc
tion activity and a strong demand for consumer 
durables helped to boost fabricated metal employ
ment. Transportation equipment continued to 
benefit from a strong demand for both military 
and civilian aircraft.

To overcome limitations imposed by high ca
pacity use, the chemical and paper and pulp 
industries last year continued a high level of 
capital spending on both plant expansion and 
modernization. Sizable gains in employment in 
these plants last year were in a large part attri
butable to such spendings.

The textile and apparel industries each added
1 percent to their working forces. It appears that 
decreases in defense orders for textile products 
were more than offset by strong consumer de
mand. However, increased importing of textile

There was a wide divergence in employment 
growth among District states in 1968.
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products undoubtedly continued to exert dampen
ing effects on textile employment.

Lumber, wood, and furniture seem to have en
joyed a strong business. Although employment 
gains were moderate, trade sources revealed that 
the Southern lumber and wood industry sold its 
products as fast as it could produce them. Food 
and food processing jobs registered a moderate 
loss from the 1967 level.

As usual, there was a wide divergence in the 
employment growth rates among the District’s 
six states. This ranged from a 4-percent rate in 
Florida to less than 1 percent in Alabama. Geor
gia scored the second fastest gain and Mississippi 
reported the third in nonfarm employment.

Last year the overall growth of District in
dustries was hampered largely by capacity 
limitations resulting from the nation’s prolonged 
prosperity. However, as the national economy 
moves toward correcting the current inflationary 
boom, it appears that the District industries as a 
whole will show another moderate gain in em
ployment during 1969.

C. S. Pyun

J A N U A R Y  1 9 6 9 7Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

January 1969


