
THE DISTRICT ECONOMY 
IN PERSPECTIVE: 1972

In the United States and the Fifth Federal Reserve 
District, 1972 was a bullish year. Both the rate of 
unemployment and the rate of inflation declined. 
Output, employment, and income all moved in the 
right direction, as a climate of expanding economic 
activity and stimulative fiscal and monetary actions 
nurtured rapid economic growth.

A  strong demand for goods and services, aided by 
accelerated monetary growth, characterized the na
tional economy during the past year. Gross national 
product gained nearly 10 percent, increasing by more 
than $100 billion for the first time in history. After 
adjustment for price increases, “ real” G N P  expanded 
6.5 percent, the most substantial advance in more 
than six years. The increased demand for goods and 
services by individuals and all levels of government 
was accompanied by a rise in the volume of business 
purchases. The 21 percent jump in gross private 
domestic investment from fourth quarter 1971 to 
fourth quarter 1972 far outstripped the 1970-1971 
growth. The strong upward momentum of spending 
during the year was associated with a large rise in 
the level of credit outstanding. For 1972, com m er
cial bank credit rose at a 14 percent annual rate. The 
marked increase in total spending also prompted a 
sharp rise in production. Year-to-year, the industrial 
production index was up 10.4 percent in December. 
Stepped-up production was made possible by three 
key factors— labor force expansion, improved labor 
utilization, and increased productivity. Civilian em
ployment rose at a 3.6 percent annual rate for most 
of the yea r; both average hours worked and output 
per man-hour were up over a year a g o ; and a much 
slower rise in production costs in the first three quar
ters reflected the increased productivity of labor, as 
well as slower growth in compensation. This greater 
productivity mirrored an increasingly efficient re
source allocation as the economy approached a more 
optimal operating level.

Further illustrating the dynamic nature of the 1972 
economy, total personal income, after price change 
adjustments, grew 5.6 percent through the third 
quarter. A  smaller percentage of the gain was lost 
in higher prices than in previous years, as prices 
have advanced at a slower rate since the imposition 
of wage and price controls in August 1971. For 1972,

consumer price increases were held to 3.0 percent. 
N ot only have the controls retarded the rise in prices 
but they have also contributed to a reduction in the 
inflationary expectations that plagued the economy 
during 1971.

In most instances, economic developments in the 
Fifth District during 1972 paralleled those of the 
nation at large. Statistics for 1972, combined with 
sample survey1 results, clearly indicate that 1972 was 
a banner year for all District states. A  closer look 
at the individual sectors of the Fifth District economy 
provides a better perspective o f District developments 
over the past year.

The Employment Picture N onagricu ltural em 
ployment statistics showed moderate to substantial 
improvement in the nation and the District during 
1972. Employment figures through December were 
up 3 percent over a year ago, with gains of 4 percent 
in manufacturing and 2 percent in nonmanufacturing 
industries. A  close look at the m ajor categories of 
nonmanufacturing employment illustrates the relative 
strength of each.

Apart from manufacturing, government is the 
leading source of jobs in the District. In December, 
Federal, state, and local governments supplied 
1,508,900 jobs or 22 percent of the District’s total 
nonagricultural employment. The relatively large 
size of the government sector reflects the location of 
the nation’s capital within the District. The 3 per
cent expansion of government employment during
1972 roughly paralleled the 1971 increase. Individ
ual state advances w ere : 7 percent for South Caro
lina, 5 percent for Virginia, 4 percent for Maryland, 
and 1 percent for North Carolina and W est Virginia. 
The District of Columbia showed no growth in gov
ernment employment in 1972, perhaps reflecting an 
attempt by the Federal Government to reduce em
ployment rolls.

Both the trade and services categories also posted 
sizable increases in employment during 1972. A s 
the third most important source of nonagricultural 
employment, wholesale and retail trade accounted for

1 The Fifth District Opinion Survey of Business Conditions is con
ducted monthly by the Research Department of the Federal Reserve 
Bank of Richmond. Respondents represent manufacturing, banking, 
and trade and services industries throughout the District.
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19 percent of the District’s nonagricultural jobs in 
October, up 3 percent for the year. The most im 
pressive gains were in Maryland and South Carolina, 
each showing 5 percent increases. Jobs in the service 
industries were also up 3 percent for the second year 
in a row, closely following the national trend. M ary
land and North Carolina experienced the largest 
relative gains in service employment. Year-to-year, 
the trade and services categories combined to pro
vide 34 percent of nonagricultural employment in 
the District.

Surveys of business conditions for November and 
December reflected a continued increase in nonagri
cultural employment, with the exception of the manu
facturing sector where some leveling off is indicated. 
A  significant number of nonagricultural respondents 
continued to report severe shortages of both skilled 
and unskilled labor relative to desired needs, particu
larly in the manufacturing sector.

The number of workers employed provides one key 
to the growth of manufacturing industries in the 
District. A fter adjustment for seasonal variation, 
employment in manufacturing industries in 1972 re
flects a reversal of the general decline reported a year 
earlier. The year was characterized by strong up
ward adjustments in inventory levels, volume of 
shipments, and new orders and order backlogs. A c 
companying this trend was a severe shortage of labor, 
notably in the textile and furniture industries.

In December, overall District manufacturing em
ployment rolls were 4 percent higher than a year 
earlier. The bulk of the increase was in durable 
goods industries, which showed a 6 percent jump in 
employment. Each state shared in the manufacturing 
employment growth, with the exception of the Dis
trict of Columbia. Only Virginia and the Carolinas 
experienced gains in both durables and nondurables.

Perhaps an equally important measure of growth 
is manufacturing man-hours, which followed a steady 
upward trend during 1972. The District index in 
December was up 5 percent from a year earlier, with 
a 7 percent gain in durables and a 3 percent increase 
in nondurables. These figures reflect a substantial 
recovery over the man-hour declines that character
ized 1971. A s was true of manufacturing employ
ment, the largest man-hour gains were in the durables 
sector. Total manufacturing man-hours through D e
cember increased 7 percent in Virginia, 6 percent in 
South Carolina, 5 percent in North Carolina, 3 per
cent in Maryland, and 1 percent in W est Virginia. 
The index showed a small decline of 2 percent in the 
District of Columbia. Survey respondents in N o
vember and December reported sizable increases in 
hours worked per week, but troublesome labor short

ages continued to restrict the output of textile and 
furniture producers. The low unemployment rate in 
the District does not portend any immediate im prove
ment in the labor shortage problem.

A t 3.7 percent, the rate of unemployment in the 
District ended the year below the national rate of 5.2 
percent. N ot only was the aggregate rate for the 
District below the U .S .  figure ; but each state posted 
a December 1972 rate of unemployment below the 
national average, with the exception of W est V ir 
ginia. Overall, joblessness showed a marked decline 
in the District during 1972, with much of the im
provement the result of a slight easing of W est V ir 
ginia’s unemployment crisis. State unemployment 
rates in December w ere: W est Virginia, 7.1 percent; 
Maryland, 4.2 percent; South Carolina, 3.4 percent; 
Virginia and the District of Columbia, 2.7 percent ; 
and North Carolina, 2.4 percent.

Construction Highlights F or the U. S. at large, 
1970 was a year in which the construction industry 
boomed. The surge in construction activity generally 
reflected an ample availability of mortgage credit at 
stable interest rates, a strong demand for residential 
housing, and a general expansion in business activity. 
In spite of labor and material shortages that 
plagued the industry during the year, the index of 
construction contracts, both residential and nonresi- 
dential, showed a marked increase throughout 1972.

Overall, construction contracts in the District were 
up 14 percent through December, primarily as the 
result of a 38 percent jump in residential contract 
awards. Gains in the residential sector were sizable 
in each state, with the exception of the District of 
Columbia, which suffered a sharp decline. The rela
tive increases w ere : 99 percent in W est Virginia, 53 
percent in South Carolina, 49 percent in Virginia, 
42 percent in North Carolina, and 23 percent in 
Maryland. Districtwide, nonresidential contract 
awards declined slightly from January to December
1972. A  5 percent decrease in W est Virginia, an 8 
percent decline in the District of Columbia, and a 
6 percent drop in Maryland were offset by substantial 
gains in Virginia and the Carolinas. Virginia showed 
the largest growth in nonresidential construction ac
tivity, registering a 49 percent increase. Other gains 
were North Carolina, 13 percent, and South Caro
lina, 12 percent. Generally, nonresidential construc
tion benefited from new industries locating in the 
District and from sizable plant expansions by several 
manufacturing firms.

The Farming Data Cash receipts from  farm  
marketings during the January-November period 
were 8 percent above those of the same period last
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year, with gains of 9 percent from livestock and 7 
percent from crop receipts. Cool weather and ex 
cessive rainfall in early summer caused substantial 
damage to agricultural crops, and many farmers 
suffered severe damage from  the floods accompany
ing Hurricane Agnes in June. Although crop con
ditions had improved by late summer, the production 
level was still below a year ago. The 1972 flue- 
cured tobacco marketing season was highlighted by 
record high prices, which averaged 10 percent above 
a year earlier. The volume of marketings was 5 per
cent lower, however, resulting in only a 5 percent in
crease in the value of sales. In general, 1972 crop 
production reflected both smaller acreages for harvest 
and lower yields per acre. Prices received by farmers 
from all commodities increased in each District state 
through December. Generally, the largest gains were 
in prices received from  livestock. Year-to-year in
creases in the receipts from farm marketings w ere :
20 percent in South Carolina, 16 percent in W est 
Virginia, 14 percent in Virginia, 13 percent in M ary
land, and 8 percent in North Carolina.

The general increase in farm marketing receipts 
was accompanied by a continued upward movement 
in prices paid by farmers, i.e., wage and production 
costs. In a December 1972 survey of farm conditions 
in the District, 95 percent of the respondents indi
cated that prices paid by farmers continued to rise 
throughout 1972, although in some cases the increase 
was slight. Survey respondents felt that gains in 
realized net farm income were likely, but the increase 
would not be as large as the expected hike in realized 
gross income.

A  strong demand for farm credit continued 
throughout 1972. District farmers increased their 
use of both long- and short-term debt, causing both 
types of credit to expand at a much faster rate than a 
year earlier. Approximately the same number of 
farmers borrowed from commercial banks in 1972 as 
in the previous year, but the average size of a farm 
loan increased. In general, most survey respondents 
indicated that the financial condition of District farm
ers improved during 1972.

Banking Developments T h e 1972 statistics for 
member banks in the Fifth District clearly reflect a 
significant easing of credit, a broad expansion of 
business activity, and strong loan demand. Through 
December of 1972, the bank debits index rose 20 
percent for the District as a whole. Large increases 
were experienced in each state, ranging from  a low of
12 percent in Maryland and W est Virginia to 28 
percent in Virginia. The stepped-up level of eco
nomic activity combined with strong loan demand to 
result in a dramatic increase in loans and discounts 
by District member banks. A t $17.6 billion in D e
cember 1972, loans and discounts were up 24 percent 
over a year earlier. Unusually heavy consumer and 
real estate lending accounted for much of the increase 
in loans. Although the increase in investments by 
member banks in the District was not as impressive 
as the growth of loans, it was still substantial. In 
vestment in other securities (mainly municipals) 
jumped 12 percent from  December 1971 to December
1972 to a level of $5.2 billion. Holdings of U . S. 
Government obligations increased at a more m oder
ate 7 percent to $2.5 billion. Total assets o f member 
banks in the District were $30.5 billion at the close 
of 1972, up 18 percent over 1971. By states, total 
assets on the last W ednesday in December posted 
the following year-end increases: Virginia, 22 per
cent; North Carolina, 20 percent; W est Virginia, 18 
percent; Maryland, 14 percent; District of Columbia,
13 percent; and South Carolina, 11 percent.

District member banks also experienced sizable
deposit expansion during 1972. Total member bank 
deposits at the close of the year were $25.8 billion, 18 
percent above 1971. Total deposit gains by state 
w ere: 24 percent in North Carolina, 21 percent in 
Virginia, 17 percent in W est Virginia, 16 percent in 
Maryland, 12 percent in South Carolina, and 11 per
cent in the District of Columbia. Both demand and 
time deposits showed sharp increases in all states. 
Overall, the 21 percent time deposit expansion was 
only slightly more impressive than the 16 percent 
demand deposit growth.

B. Gayle Burgess
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