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Encouragement of Regional Development
By W ILL IA M  H. STEAD, Vice President, Federal Reserve Bank of St. Louis

This issue of the Review  is devoted primarily to a 
general survey of econom ic conditions in the Eighth 
Federal Reserve District, presenting a picture o f the 
developments in the district econom y during the 
past year. It, therefore, seems appropriate to 
review also at this time the work o f this bank in 
its efforts to encourage a sound growth in the 
econom y of the region.

Throughout the year 1947 the research work of 
the Federal Reserve Bank of St. Louis was con
cerned with the first steps in a program o f balanced 
regional growth. A  number o f studies were under
taken looking toward this end and some cooperative 
arrangements were made with universities and 
other institutions in the interest o f forw arding 
related research activities.

The study o f ways o f increasing agricultural 
incom e through more effective soil conservation, 
pasture improvement, and related practices, facil
itated by more effective use of bank credit, which 
has been under way for som e time, was carried 
forward. During the year, tw o special articles ap
peared in the M onthly R eview  dealing with aspects 
of this problem —in June, “ Farm Incom e in the 
Eighth Federal Reserve D istrict”  and in October, 
an analysis of “ Bank Loans to Farm ers” .

Supplementing this research, program s of special 
agricultural meetings join tly  sponsored by the 
state bankers’ associations, the state universities, 
and the Federal Reserve Bank of St. Louis were 
continued in several o f the district states. Soil con 
servation meetings were conducted in: K entucky in 
September, follow ing up for the third straight year 
a key factor in a balanced farm ing program. In

1945, the meetings were concerned with an over-all 
land use program  projected on an individual farm 
basis. In 1946, the meetings were held at the 
University o f Kentucky experiment stations to 
observe how  practices discussed in the previous 
series were developed experimentally. In 1947, 
the program consisted o f taking bankers and others 
to actual farms where improvem ent practices had 
been applied and where depleted farms had been 
rebuilt to a high state o f cultivation through proper 
land use and farm ing practices.

In states where the initial program of meetings 
dealing with soil conservation had been com 
pleted, a second series of extension meetings pre
senting the means o f dealing with the problem of 
pasture im provem ent was scheduled. Meetings of 
this type were held in Mississippi, Arkansas, and 
Tennessee. M uch o f the area included in these 
three states has been geared to  a one-crop system 
of farm ing but the present trend is toward diver
sification more nearly in line with the natural cap
ability of the soil. The current trend in the 
southern area, as well as sound land use, dictates 
the development o f the livestock industry, and a 
sound livestock program  naturally involves the 
use of pasture. Actually, pasture development 
should precede any large-scale livestock operations. 
Thus the 1947 program s in the southern portions 
6f the district were a logical next step in agricul
tural development there.

In addition to the extension meetings, the bank 
has encouraged follow -up work by the state bank
ers1 associations in the field o f agricultural develop- 
ment and has worked closely with state universities
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and many other groups. A  review of this type of 
follow-up work in the agricultural field reveals 
that in 1947 there has been a heavy demand for 
Federal Reserve bank representatives to meet with 
civic clubs, chambers o f com m erce, college groups, 
etc., to discuss various phases o f soil conservation 
and improvement, and rural com m unity develop
ment. M any nonfarm groups are show ing an in
creasing interest in a better understanding o f the 
rural areas which surround them and we hope 
they may continue to help in the proper develop
ment o f our agricultural resources.

In September, 1947, an effort was made to de
termine the extent to which individual banks in 
this district have m oved into the field o f active 
prom otion o f sound agricultural practices along the 
lines o f the program  outlined above. The results o f 
that survey are m ost encouraging. A  number o f 
banks in the district have well-organized rural 
development program s headed up by trained agri
cultural technicians o f the county agent type. 
These program s vary somewhat in the w ay they 
operate but generally speaking their ultimate ob 
jective is the sound developm ent and utilization 
o f agricultural resources in an endeavor to  protect 
and build the soil and to raise farm incom e to 
the maximum level consistent with good soil 
management.

W hile m ost banks do not have fully-organized 
programs, it is apparent that there are very few  
country banks that are not carrying out som e sort 
o f program for the betterment o f their communities. 
These program s cover a wide range o f activities 
including such things as w orking with rural youth, 
pasture development, developm ent o f various types 
o f livestock which appear to  be adapted to the area, 
etc. M any other banks are facilitating the long- 
range developm ent o f the areas they serve through 
contributions to the support o f technicians em
ployed in or by  the com munities. .

The agricultural program  just reviewed is illus
trative o f the several stages through which this 
bank’s research activities may be expected to m ove 
in encouraging the effective use o f the several 
major resources o f the district.

Paralleling the w ork in the field of agriculture, 
1947 saw the inauguration o f studies of the dis
trict’s forest resources and their potentials in 
the grow th o f the econom y o f the region. In 
addition to the accumulation o f a considerable 
amount o f background inform ation in cooperation 
with the various agencies and groups concerned 
with the problems o f forest management and the 
use o f forest products, an initial study dealing
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with forest resources in the district was published 
in the Decem ber issue o f the M onthly Review. 
Other articles appraising our forest resources as 
a source o f industrial growth in the district are 
scheduled for publication early in 1948.

Contacts have been established with various 
cooperating groups looking toward the initiation of 
a series o f extension meetings dealing with the 
problem  o f im proving forestry practices and the 
study o f com m unity methods o f stimulating in
dustrial activities based on forest resources.

A  third type o f study with long-run implications 
was initiated during the year. R ecognizing the 
need for more adequate measures o f incom e in the 
district, some research was begun looking toward 
the acquisition o f data which w ould provide small 
area equivalents o f national and state incom e series. 
The initial w ork on this project has resulted in 
tentative county incom e estimates for M issouri for 
1939, 1944, and 1945. These estimates have been 
tested against other econom ic data and seem to be 
fairly well conceived. D uring the com ing year 
efforts will be made to im prove the techniques used 
in the pilot study on Missouri, apply them to data 
on other district states, and secure estimates over 
a longer period o f time.

This type o f study, if successfully com pleted, 
should produce inform ation useful for a variety of 
purposes. It w ill give much more precise measure
ments o f incom e for small areas than have been 
available in the past. These data should be useful in 
marketing analyses and they will be helpful in 
show ing regional variations in incom e level and 
thus highlighting the size of the problem  o f increas
ing incom e in relatively poor areas. T h ey  will 
provide a time series to measure more exactly the 
progress made in the econom ic grow th o f a region.

In addition to these long-range studies which 
are in various stages o f developm ent, a number o f 
special analyses o f aspects o f the district econom y 
were undertaken during the year. The April 1 
M onthly R eview  contained a discussion o f em ploy
ment conditions in the d istrict; in July a study of 
developments in the construction industry was 
presented; the retail trade outlook was reviewed 
in August, and in N ovem ber a special study o f the 
disposal o f surplus war plants in the district was 
com pleted and published. This latter project was 
paralleled by  similar studies o f surplus war plant 
disposal in the Federal Reserve Districts o f Atlanta, 
Richm ond, and Dallas. AH four o f these Reserve 
banks cooperated with the National Planning A sso
ciation’s Committee o f the South in thus com pleting
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a com prehensive survey of the disposal of surplus 
war plants in the thirteen southern states.

In the com ing year, plans call for shifting the 
emphasis in the long-range studies and the program 
of extension meetings from  the agricultural pro
gram to the related field o f forestry and forest 
products. It is expected that the follow -up activities 
in the field of agricultural developm ent will be con
siderable, and a good  deal o f attention will be 
given to m eeting the requests o f bankers’ groups 
and others for assistance in carrying forward their 
own program s for prom oting sound agricultural 
practices designed to increase incom e in that sector 
of the econom y. The shift in emphasis to the forest 
products program  is m otivated by the desire to 
build on the foundation o f the agricultural pro

gram and gradually m ove over into encouragement 
o f wider industrial activity closely tied in to the 
basic resources o f the district.

One o f the most encouraging features of the 
w ork during the past year has been the splendid 
cooperation offered by  the many agencies and in
stitutions interested in the same objectives. As 
indicated above, not only the state universities and 
the state bankers’ associations, but many other 
state and federal agencies have made definite efforts 
to coordinate their activities with this program. 
W e hope to be able to take steps during the com 
ing year to  prom ote an even closer coordination 
of the regional aspects of econom ic research now  
being carried forward under the auspices o f the 
universities and other agencies in the district.

THE E I GHTH D I S T R I C T  M O V E S  A H E A D
A Review of 1947

In the Eighth District, 1947 was a year o f peak 
peacetime business activity. Production records 
established in previous years were surpassed early 
in 1947 and during the remainder o f the year out
put held at a high level. Nonagricultural em ploy
ment and incom e increased and farm incom e was 
approxim ately one-fourth larger than in 1946. W ith  
incom e totaling higher than in any previous year, 
demand for goods was strong and district con 
sumers spent more dollars in retail establishments 
than ever before. M anufacturing industries gen
erally operated at a higher level than in 1946. Coal 
production was larger than in 1946 and only slightly 
less than at the peak of W orld  W ar II activity, 
but crude oil output declined from  the previous 
year. The dollar volume o f construction was larger 
than in 1946 although below  the 1941-42 level. In 
general, 1947 might be characterized as a year in 
which more people were at work, producing more 
civilian goods and earning more incom e than in 
any year on record.

Some additions to the district's industrial plant 
capacity came into production during 1947. In 
part this represented the further conversion of war- 
built plants to peacetime use. M any established 
companies com pleted modernization program s in
volving the installation o f new equipment and 
machines. In addition, a large number o f com 
panies, new to this district, began operations of

plants constructed since the war. In Arkansas, 
for example, 249 new' manufacturing or processing 
plants were established in 1947, according to the 
Arkansas Resources and Developm ent Commission. 
In Memphis, 78 new firms, which will provide a 
total o f 4,000 new job  opportunities, were reported 
by the Chamber o f Commerce. In Louisville, 28 
new manufacturing plants were established and
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