
Alabama's Economy Grows, 

but Loses Speed

Alabama enjoyed another year of economic 
growth in 1968. More of the state’s residents 
were working than in the year before, personal 
income rose to a record level, and spending also 
increased. Expanding loans and deposits indicate 
that the state’s bankers participated in the in
creased level of business activity in 1968.

Solid economic gains like these are not unusual 
for Alabama. Last year, however, the rates of 
gain in most sectors of the economy were below 
those of recent years. This slower growth was 
closely tied to some outside developments, as in 
the past Alabama’s economic fortunes have often 
been linked to the influence of special national 
and regional economic events.

What Happened . . .

Tracing Alabama’s economic trends last year sug
gests a two-part performance. When the curtain 
opened at the beginning of the year for the first 
act, economic activity was expanding, but grad
ually began to taper off in some sectors and to 
decline in others. The second act, portraying 
economic conditions during the final half of the 
year, saw a recovery in some of the hesitant sec
tors and better gains overall.

Alabama’s employment trends in 1968 ex
emplify this two-act economic performance. Total 
nonfarm employment trended downward through 
the first half of the year, and the unemployment 
rate advanced. In June, about 6,000 fewer workers 
were employed in nonfarm jobs across the state 
than at the beginning of the year, after account
ing for the normal seasonal change. At the same 
time, the unemployment rate had edged up to
4.8 percent of the labor force from the 4.3-percent 
rate at the beginning of the year. After June, 
the nonfarm employment pattern was reversed 
and the unemployment rate began to drop.

Employment declines during the first half of 
1968 were shared by the manufacturing as well 
as the nonmanufacturing sectors, and manufac
turing payrolls advanced only hesitantly. These 
trends reversed, for the most part, in the second 
half. The strong recovery in nonfarm employment 
beginning at mid-year was attributable almost 
entirely to a sharp rebound in manufacturing 
jobs. As a result, manufacturing payrolls also 
shot up rapidly before experiencing a setback in 
November and December. Nonmanufacturing em
ployment, on the other hand, rose during the 
spring and summer, fell off in autumn, and 
headed up again in the final quarter.
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Banking activity, as measured by bank loans 
and deposits at member banks of the Federal Re
serve System, also followed the two-part perfor
mance of the employment trends to some extent. 
These banking indicators moved erratically side
ways during the first half of 1968 before taking 
off on a sharp upward surge in the second half. 
Bank debits fluctuated irregularly, but made 
significant gains for the entire year.

On balance, the year as a whole was not as 
good as it might have been. Employment, pay
rolls, and personal income all increased less than 
the year before. Bank debits (a measure of check
book spending) moved irregularly, but a 12-per
cent advance for the year as a whole surpassed 
the previous year’s rate of gain. The trend in 
bank debits varied considerably across the state, 
however, reflecting the uneven pace of general 
business conditions among local areas.

Where It Happened . . .

While nationwide economic developments almost 
always affect Alabama’s economy, in 1968 the 
state’s economic fortunes, as indicated by em
ployment trends, were closely linked to two par
ticular aspects of national business conditions. 
The national steel strike threat and the cutback 
in Federal Government spending on space pro
grams adversely affected Alabama’s employment 
growth last year. These two outside influences 
had their biggest impact in the Birmingham and 
Huntsville areas.

In Birmingham, manufacturing employment 
averaged below the 1967 level. Average monthly 
employment was down 1.4 percent compared to 
the previous year. Most of this drop resulted from 
a reduction in primary metals employment. In
creases in the number of workers in the nonman
ufacturing sector—notably construction, trade, 
transportation, communication, and utilities— 
more than offset the manufacturing jobs’ decline 
Thus, total nonfarm employment increased 0.6 
percent.

Employment declines in Huntsville during 
1968 were more widespread. This area’s non
manufacturing sector, which accounts for the 
bulk of jobs, experienced a drop in average 
monthly employment of nearly 3 percent during
1968, compared to 1967. Space-related service em
ployment was the chief cause of this decline. Also 
influencing the slowdown in space activity was an 
over-the-year reduction in ordnance workers in 
the manufacturing sector. Because of the heavy 
dependence of Huntsville on space-related activi
ties, most other employment sectors were affected
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by the slowdown. Total nonfarm employment de
clined more than 2 percent below the 1967 level.

In contrast to the experience in Birmingham 
and Huntsville, the Gadsden and Tuscaloosa 
areas enjoyed substantial gains in nonfarm em
ployment. The monthly employment level aver
aged nearly 5 percent above that of 1967 in these 
areas. The increased number of workers in Gads
den was almost equally divided between the man
ufacturing and nonmanufacturing sectors. A 
sizable upturn in durable and nondurable goods 
pushed manufacturing jobs upward; government,

construction, and finance, insurance, and real es
tate jobs aided the growth in the nonmanufactur
ing sector. Most of the employment strength in 
Tuscaloosa came from the manufacturing sector.

Mobile and Montgomery managed to make 
fractional gains in total employment between
1967 and 1968, but for different reasons. In Mo
bile, declining nonmanufacturing employment, 
chiefly in government jobs was more than offset 
by gains in manufacturing jobs, principally in 
shipbuilding and repair. In Montgomery, the 
chief impetus came from the trade sector.
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Variations in employment trends in the dif
ferent metropolitan areas reflect the strengths 
and weaknesses in their underlying and unique 
economic makeups. Gains or losses in employ
ment, in turn, influence activity in the banking 
community. One indicator is the amount of 
checkbook spending.

. . . and the Trend in Spending

Checkbook spending (bank debits) reflects bank
ing activity in general, including purely financial 
transactions locally and check clearings from out
side an area, and may not exactly parallel employ
ment trends. In Birmingham, where employment 
generally increased only moderately last year, 
checkbook spending rose 12 percent, the same 
as in Tuscaloosa where employment rose more 
rapidly. Bank debits rose less rapidly in the 
other major metropolitan areas. Huntsville and 
Gadsden recorded the smallest increases in bank 
debits, 7 percent each, but employment trends

in these areas were quite different. In Mobile and 
Montgomery, bank debits rose 8 percent and 9 
percent, respectively.

Sustained Prosperity

Although her economic gains were not as large 
last year as they have been in some recent years, 
Alabama has a lot to brag about. The long-trend 
economic expansion in the state continued, push
ing incomes and spending to record levels. Few 
workers were without jobs, as the unemployment 
rate remained at a low level. Indeed, with the 
pool of available workers already low and with 
some adverse circumstances in the national 
economy affecting the state, the very fact that 
growth was maintained is credit to the ability of 
the state’s diversified economy to weather minor 
irregularities. By early 1969, these had been large
ly overcome, and Alabamians looked forward to 
another year of prosperity.

J o e  W. M c L e a r y

T h is is one of a  se rie s  of a r tic le s  in w h ich  econ om ic d e ve lo p m e n ts  in each  o f th e  S ix th  D is tr ic t  s ta te s  a re  
d iscussed .

REVISED PUBLICATION

A Review of Louisiana’s Economy, 1959-68.
Revised January 1969.

Now available upon request to the Research 
Department, Federal Reserve Bank of At
lanta, Atlanta, Georgia 30303.

The monthly release on Consumer Instal
ment Credit now contains data on credit 
cards and check credit activity. If you are 
interested in receiving this release on a reg
ular basis, please write: Research Depart
ment, Federal Reserve Bank of Atlanta, At
lanta, Georgia 30303.
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